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Not a Static Threshold 

ASSESSMENT of the agrarian prospect in developing countries has beaa'^ 
subject to mercurial changes of mood. In his Presidential Address to the latest 
annual c'onference of the Indian Economic Association* M L Dantwala rightly ' 
berates the proponents of the “Famine- 1975" thesis. Yet are the Cassandtas 
just people with i3ervertcd minds who take delight in frightening their victims 
out of their wits? Such si>ort is not unknown; there was, for instance, the 
expert who was not so long ago telling the Western developed nations that soon 
they would have to decide “which starving countries to save and which to 
sacrifice". But, to be lair, it must be added that there are other experts, noblo 
souls, who cannot bear to look at countries like India except through rose* 
tinted glasses and who consider it a moral obligation to accept all that they 
arc told by the planners arid govenunents of tliese countries. However, personal* 
predilections apart, the reason wliy tht^re has been so much difference of opi¬ 
nion, among experts of both the local and the imported varieties, about the 
agricultural future facing the developing countries is that so little is known 
about what is m fact hai>pening in the agricultural sectors of their economies. 
This is what lends special significance to the theme of Dantvvala’s Presidential 
Address which was “From Stagnation to Growth: Relative Roles of Technology^ 
Economic Policy and Agrarian Institutions". 

Dantwala's contention is that the recent technological changes in agriculture 
(in a number of developing countries, but in India in particular) amount “in 
every sense" to a transformation of backward agriculture. He rejects the view 
that the existing institutional structure of agriculture, and in particular the 
uneven distribution of land, have led to the emergence of a “dualism" in the 
agricultural sector with pockets or enclaves of modernising agriculture, while 
Uie larger part of agriculture, composed of small farmers, tenants, etc, remains 
traditional. The implication is clear: the policy emphasis in agriculture has 
to be on extending the new technology over as wide an area “as is inherently 
capable of utilising it", leaving a relatively secondary role — that of “preventive 
land refoiTn" — to institutional change. 

Whether the communist strategy of reorganisation of the agrarian structure 
can “break through the vicious circle of poverty and rescue an overpopulated 
country from die conditions of overiwpulatioii” is nut something which can be 
disposf'd of ill a single sentence as Dantwala does. What may be said is that 
the question is irrelevant since, in reference to this country at any rate, the 
argument is being conducted within the framework of a private property system 
and the Government which has to decide between alternative courses of action 
not only takes the system lor granted but is committed to its preservation. 

Given this framework it may be conceded straightaway that a good deal 
of the talk about the role of institutional factors, and of land redistribution in 
particular, in the context of the recent technological changes in agriculture 
has been woolly-headed and has been on par with the khadi and village indus¬ 
tries argument in respect of the industrial sector. Even those who are convinced 
of the vacuousness of the latter argument continue to cling to the belief that 
Uie same principles applied to agriculture will somehow work to secure social 
justice with growth. But as V M Dandekar and Nilakantha Rath, whose study 
of poverty jn India \vc print in this and the next issue, show, not even the 
most lirastic and tiiorough-going redistribution of land will assure all those who 
now have some land (not to speak of the landless) a viable minimum holding. 

But is Dantwala himself ready to accept the. logic of his arguin<»rits about 
the relative roles of technology and agrarian institutions? Dantwala quotes 
from the findings of field studies to show that small farmers os well as tenants 
have taken to the new technology. But how small are these small farmers and 
how many of these tenants are in fact relatively prosperous famicrs who lease 
in additional land to expand the scale of their operations? But one may leave 
aside these semantic issues. Dantwala claims (hat the new technology has 
“reduced." the threshold of non-viability to “sometliing like 3 irrigated apres*** 
which he considers “a great contribution to the softening of dualism". Given 
the pattern of distribution of land, ore “3 irrigated acres” really such a low 
threshold? And has the new technology lowered or raised the threshold of 
viability? Obviously, viability means one thing in traditional subsistence agri¬ 
culture and quite another in tlie context of rapidly clianging technofogy and 
continuously ri.slng investment. Nor is the thieshold likely to remain at 3’ 
irrigated acres (if that is where it is today). After all, the new technology is 
not a one-shot matter of adopting an improved variety of seed and applying, 
the prescribed dosages of water and fertiliser. As technological change extends 
to a wider range of crops and new varieties multiply for each crop, a much 
wider range of opportunities will open up in terms of combinations of Input 
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applications, crop patterns, organisa¬ 
tional structare.** ■'•nd marketing strate> 
gies. As in other rapidly modernising 
segments of the economy, ability to 
exploit these opportunities will be 
determiiu d by relative economic power. 

Dan I wa la is today prepared to let 
holdings below 3 irrigated acies, large 
as the number of sucli holdings is, go 
to the wall as being unviable. This, 
he argues, is to be pjcierred to ega- 
htarian stagnation. Let us accept the 
argument. But then why talk of 
"‘preventive land reform"? In a sense 
all (he land reloini tliat we have 
had since the abolition of /aniindari 
has been ot the x>revcntive variety; none 
of it has changed ihe agrarian structure 
(witness tlu; negligible area released 
for redistribution by ceiling laws in 
most States). Those who are so con¬ 
scious ol tile adverse consequeiu es of 
radical laud rcfoini should leadily ac¬ 
cept that there is no paiticular virtue 
in the present pattern of distribution 
of land eithei and that witli ihariging 
technology this i:)atlern could equally 
stand in the way of growth of produc¬ 
tion, Tlic logic of tht; capitalist path 
in agricultiiie, let us lace it, admits of 
no land reform — of the ‘positive* or 
the ‘preventive* variety. 

Tamil Nadu 


Call to Arms by DMK? 

WHEN it became known that the J^rime 
Minister had decided on a i^olilical 
strategy based on a poll for the Lok 
Sabha without simultaneous elections to 
the State Assemblies, it was expected 
that the parties opposed to licr would 
try to defeat the strategy’ at least par¬ 
tially by getting the State Governments 
under their control to ask for dissolu¬ 
tion of the respective Stale Assemblies 
and fresh elections to them. The 
Chief Ministers of States like Gujarat, 
Mysore, UP and Bihar, who could put 
this counter-stiategy into effect, have 
plainly got cold feet. They have de¬ 
cided not to stake their power to suit 
the national interests of their parties. 

Paradoxically, it is a party which is 
among the Prime Ministers staunchest 
supporters which may adopt the line of 
having simultaneous elections to Par¬ 
liament and its Slate Assembly. This 
is the DMK in Tamil Nadu. Chief Mi¬ 
nister Karunanidhi has carefully kept 
his options open on this score and it 
is not at all unlikely that he may get 
the DMK’s general council, which meets 
this Sunday, to give him the mandate 
for asking for a poll to the Assembly. 


In fact, so seriously does the pJime 
Minister herself take this possibility that 
she is understood to have infonnally 
advised Kaiunanidhi against such a 
move. 

It may seem odd on the face of it 
that of all State Goveroments the DMK 
Government in Tamil Nadu should be 
the only one keen on an Assembly poll. 
It has an unassailable majority in the 
State legislatuKi and can confidently 
expect to continue in power for its full 
term. And yet the DMK has as good 
a reason for asking for a poll just now 
as has the Congress(R) at the Centre. 
Both have apparently concluded, and 
rightly, that b\' next year the political 
and economic situation would bt‘ fai 
less favour.ililc to them than it is today. 
As tile ii.irty in pov\er, though only in 
a State. DMK will have to cany the 
can lor a general deterioration in the 
economic’ situation which, in the event 
of a Cl op failure this yc'ar, may be 
takem for gianted. But it is the politi¬ 
cal situation in Tamil Nadu that rcall> 
wonies DMK, 

Wliilc' Kauinauidhi has tried to i:)ut a 
biave face' on the jc>uUs of last year's 
elections to local bodies in tlie State, 
the fact is that they arc not at all in 
ket^ping with the- DMK's .sweeping vic¬ 
tory in the 19BT general elections. Fur¬ 
ther, whiht tlie evigendes of national 
politics ha\e forced the DMK to shed 
its alliance with the Swataiitra party, 
Karunanidhi must seriously doubt that, 
puiely ill State politics terms, the .sup- 
poit of the Congrcss{B) that he has got 
m exchangi' is worth much. Quite 
apart from the electoral support that the 
Svvatantia has, DMK leaders retain a 
healthy lespect for the political skills 
ol Hajaji, the Swatantra leader. By con¬ 
trast the Congrcss(R) has given no evi¬ 
dence yet of having any significant po¬ 
pular support; besides, the DMK had 
good reason to suspect the bona fides 
of at least some of the Congress(R) 
leaders who now proclaim their support 
for it. 

As a result of the recent reshtifflo of 
party alignments the DMK has gained 
the support of the CPI, but then it has 
lost that of the CPI(M) which had sup¬ 
ported it in the 1907 elections. The 
DMK also knows that its four years m 
pow'er — marked by allegations of ram¬ 
pant corruption, a team of ministers 
which can be described as mediocre 
only with the utmost charity and failuro 
to bring tangible benefits to any section 
of the people — have not exactly en¬ 
hanced its standing with the electorate. 
All the while, Kamaraj has been syste¬ 
matically building up support for the 


Congress(O). 

There is one other factor peculiaiv to 
the character of DMK to be considered. 
As a State party, DMK*s interest in the 
Lok Sabha is secondary and KaVunanidbl ^ 
knows that it will not bo possible to 
generate the kind of enthusiasm for a 
Lpk Sabha poll among his cadres which 
had .seen tlie party through the 1967 
elections. And yet a relatively poor 
performance in the piirliamentary elec¬ 
tions at this stage will confirm the ge- 
ni^ral impicssion of loss of popular sup¬ 
port and darnpiui party morale further. 
But if elections are held also to tire As¬ 
sembly, the rank and file can be called 
upon to make one supreme effort to 
keep the party in power and a success¬ 
ful i^eiforrn.uicc in the Lok Sabha elec¬ 
tions may follow more or less irs a by- 
pioduct. From all accounts the party 
IS finiuicially well prepared for the ef¬ 
fort; as the party in i^ower, it has the 
advantages that go with this status — 
advantages which, one may be sure,\- 
will he fully cxploitf'd. What is lacking 
is e-nthusiasin among party cadres. 
Karunanidhi may well decide that the 
only way to provide this is through a 
cal] to arms to keei) the party in power. 

Heath's Visit 


What’s Coming For? 

EDWARD HEATH, the Briti’sh Prime 
Mini.slcr, will be arriving in New Delhi 
next week. The visit was arranged 
largely at his request. His main con¬ 
cern will be to explain Britain's case 
for the pjoposed sale of arms to South 
Africa and to persuade India fo soft- 
pedal the issue at the Singapore Com¬ 
monwealth prime ministers' conference* 
so as to deflect African hardliners. 
Heath follows Macmillan and Douglas- 
Homc who visited India when they 
were Tory prime ministers. No f.abour 
prime minister has ever come to India. 
Perhaps the Tories still retain some 
sentiment for past imperial connec¬ 
tions while Labour has dropped prac¬ 
tically all such sentimental feelings. * 
Delhi has httle to gain from talks 
with Heath, particularly in the con¬ 
text of Indo-British relations having a 
low priority compared to other more 
serious matters which concern the 
Ministry of External Affairs. Apart 
from Pakistan and China which have 
always loomed large for us, Indian 
connections with the USSR and the 
USA are obviously of greater import. 
Increasing economic contacts and the 
desire to build up a semblance’ of fel- 
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• low-feeling with o/ber poor countries, 
have led to greater diplomatic efforts 
on dur part in South-East Asia and in 
Africa, Whatever links of sentiment or 
history there might have been, have 
t-iCen discarded on the Indian side, 
specially after Britain’s decidedly racist 
1968 Immigration Act restricting 
the admission of its own citizens ot 
Asian origin and the 1969 decision to 
impose a 15 i>er cent tariff on Indian 
cotton textiles. 

On the British side too, relations 
with India are of no great significance 
now that Britain is at last trying to 
see itself as a European rather than a 
world power, although occasionally it 
falls back into arrogating to itself in¬ 
ternational roles which arc bc'yond iUs 
economic resources or military capa- 
^/bility. These- aberrations in its foreign 
policy are the main reasons for Heath’s 
desire .to meet Indira Gandhi. The de¬ 
sire to sell arms to South Africa and 
thp, decision to set up a joint base with 
’“Tfie Americans on the Indian Ocean 
Inland of Diego Garcia m the Chagos 
Aichipelago, about 1,000 miles south 
of Ceylon, both tlow ])arlly from the 
intellectual ineitia and nostalgic psy¬ 
chology which causes these aberrations 
in British, particularly Tory, foreign 
policy. And since a sizeable pro- 
pojtion of the British popula¬ 
tion, in any case admires* the South 
African regime as upholder of 

white, Western civilisation in daikest 
Africa and looks on the Afiican and 
Asian parts of the Commonwealth with 
derision, Heath would require a strong 
will to go against the grain of demes- 
tic opinion. On this issue, a large sec¬ 
tion of domestic opinion is clearly in 

* conflict with international opinion and 
Heath will have to face strong pres¬ 
sures whichever way he turns. 

Indira Gandhi is no doubt going to 
make it clear that India and most 
other countries on the perimeter of 
the Indian Ocean would feel more 
secure if distant powers like the Bri- 
tish« the Americans and the Russians 
kept away from the Indian Ocean in¬ 
stead of trying to ensure their own 
unwanted versions of security. This 
argument will probably be parried by 
Heath pointing out the growth rates 
of Russian naval units in the Indian 
Ocean. Many other powers, even the 
Americans, have assured the British 
that the' increase in Russian naval ac¬ 
tivity in the Indian Ocean poses no 
direct threat to the security of the 
Western powers, th% main trade routes 
for American^ Wesftern European and 
also British coinmerce being in the 


Atla^^tic and Pacific Oceans. The Diego 
Garcia base is also quite clearly a 
British attempt to involve the Ameri¬ 
cans in the Indian Ocean in defence 
of what an? considered to be British 
interests. The Americans, on the other 
hand, probably regard this base as 
merely a communications centre of 
marginal utility in the context of their 
world-wide view of their strategic and 
security interests. 

Apart from the question of arms 
sales and Indian Ocean bases, Indira 
Gandhi and Heath are bound to dis¬ 
cuss the plight of British Asians in 
East Africa, yet another proposed im¬ 
migration bill, Britain’s entry into the 
Common Maiket and how this will af¬ 
fect Indian exports and indulge in the 
usual chit-chat about aid, trade, tech¬ 
nical collaboration and the need for 
closing the gap between rich and poor 
nations. On the last i^oint, like all rich 
countries, the Biilish will express their 
goodwill but do very little, pioffeiing 
their chronic balance of payments de¬ 
ficits as the standard excuse. As for 
Common Market taiiff concessions for 
India in the event of Britain's admis¬ 
sion into it, Biitain is naturally too 
tied up with negotiating on such cru¬ 
cial issues as an interim period for 
continuing the import of cheap food 
from non-Common Market coun¬ 
tries in order to pi event a drastic 
rise in British food prices, to seriously 
jeopardise its own bargaining position 
by bringing up such marginal issues 
as taiiff concessions for Indian manu¬ 
factured goods, tea and jute. 

On the proposed immigration bill, 
India must make it clear that the pro¬ 
visions in it will lead to a South Afri¬ 
can-type pass laws regime for Indians 
and other Afrasians resident in Bri¬ 
tain, as under the new proposal, newly 
arriving coloured immigrants will be 
restricted to particular jobs in parti¬ 
cular places. This bill will entail that 
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the British police, who are already 
very keen on harassing people with 
brown or black skins, will have an 
open license to demand proof of date 
of entry and duration of residence 
from any coloured person, a task 
which they will no doubt carry out 
with callous zeal. Indira Gandhi must 
warn Heath that such measures will 
force her to legislate a bill to license 
and tag every Briton resident in or 
visiting India. There can be no com¬ 
promise about this inhuman measure 
which will be passed by the British 
Parliament unless we make the con¬ 
sequences clear. Only on the ques¬ 
tion of British Asians are there some 
signs of the Tory Government relent¬ 
ing, as It is thinking of permitting an 
increase in thr annual quota allowed 
into Britain. One big change from the 
past in this round of Indo-British 
talks will be that Indo-Pakistan rela¬ 
tions are unlikely to be discussed, as 
Heath has probably realised that by 
interfering, as Wilson did during the 
Indo-Pak conflict of 1965, he will only 
burn his fingers. In all probability, 
Indira Gandhi will listen patiently to 
him on all other issues, even though 
sh<^ will find this visit slightly irksome, 
specially since she is so preoccupied 
with the impending elections. 

India-Nepal Ties 

Major Failures and Minor 
Irritants 


Our Nepal Correspondent writes: 
THE Nepal Government is veering to 
the vievi^ that it may have to 'interna¬ 
tionalise' the problem of securing tran¬ 
sit facilities through India for its trade 
with third countries if negotiations with 
India fail to produce an accord soon. 
It may decide to raise the matter in the 
United Nations or some other interna¬ 
tional body. An indication of how 
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Indo-Nepalesc relations have deteriorat¬ 
ed was the r^^cent refusal hy \cpalesr. 
dignitaries to inaugurate tlx* Rs 20.6- 
crore India-aided Trisuli hydro-cleetric 
project in north-centra] Nepal. The for¬ 
mal reason given was tViat llu; lUoject 
had been already inaugurated once hy 
King Mahendra on i-’chruaiy 24, 1967 
after its first stage had ])C“en completed. 
This is not the first such incideiU, In 
Nov('niher last year an liitlian Film Fes¬ 
tival which was proposed to Ijc held in 
Kathmandu was cancelled at tlio very 
last moment. 

The idea ot tapping the Tiisuli rivei 
to generate electricity for use in central 
N<*pal gf)cs hack to 1960 W'hen a small 
scheme was formulated to generate 
1000 kW. I.aler detailed investigations 
were carried out by Indian and Nepalese 
engineers and the present project is 
based on tlicse investigations. 'J'he pro¬ 
ject comprises a v\ater diveisimi system 
apart from the pow'ci geneiatmg com¬ 
plex. It WMS executed in two stages. 
The first stage covered the ( ivil works, 
the w’ater conductor system for tla* com¬ 
plete project, i)t*nstocks and the pow<;r 
house w'ith three turbo sets of 300 kW 
each. The second phase saw the instal¬ 
lation of four more generators to raise 
the pow'cr-generating capacity to 21,000 
kW, The entire piojcct was coniXjU'ted 
in Noveanher last year. Evi n at the 
completion of its first stage, the Trisuli 
project accounted for about 60 per cent 
of total power generation in Nepal. 
With the completion of the second stage, 
Nepal's power system has become over¬ 
whelmingly dependent on it. 

Speaking at the site of the Trisuli 
project ill 1967, when King Mahendra 
inaugurated the first stage of the pro¬ 
ject, Indira Gandhi had said that there 
was no Question of India ‘helping’ or 
‘providing aid' to Nepal. The relation- 
^ip between the two countries was one 
of co-operation. As a gesture Govern¬ 
ment of India then decided to rename 
its Aid Mi.ssion in Kathmandu as the 
“Indian Co-operation Mission". Un¬ 
fortunately, this change in nomencla¬ 
ture did not materially alter the rela¬ 
tionship between India and Nepal 
which has remained that between a 
large aid-giving country and a much 
smaller aid-receiving country with all 
the attendant complexes and frustra¬ 
tions on both sides. The emergence of 
China and its active wooing of Nepal 
have only further complicated the rela¬ 
tionship between India and Nepal. This 
is at the*^ bottom of the current inability 
of the two countries to agree on transit 
facilities for Nepal through India. And 
tiAiJor failures like this lead, in turn, to 


rebuffs over more trivial issues sufch as 
the Film Festival in Kathmandu or the 
inauguration of the Trisuli project. 

Poland 


One Bureaucrat After Another 


G'OMIM^KA look over power in Roland 
alter the Tfiznan riots in 1956. Ciert'k 
has now laken over from him as a result 
of the riot> in sc'vi ral Raltie eoast towns. 
4 he sort of hnieauciatic centralism that 
hiJes hcliiiul the cloak of soeiahsni in 
Folancl, Russia and other East European 
founlries invaiiably calls for a dramatic 
displacement of senior party bureaucrats 
as soon as serious cracks l^egin to show 
in the cairn facade of a SfivieUlypc 
soeiet). Cieu’k was the party boss of the 
rieh. mining province of Silc-sia and 
estahlished a reputation for inereasiiig 
production in liis area b)' using a judi- 
eioiis niixtme of the carrot and the slick. 

These methods arc unlikely to help 
liini \eiy mneh now th.at h(i is First 
Se(Tt‘tary of tire eoinmunist parly as he 
will be workinir through a fossilised 
system where the party bureaucrats in 
. the politbuvo and the central committee 
are so concerned about maintaining 
their positions in the parly hierar<hy hy 
using ideology as a mere tool in this 
pow'cr game, that an essential ingredient 
of sixialisrn is forgotten. Tlie views of 
the w'orkers are net notii'cd w'hile mak¬ 
ing decision.s and even when decisions 
arc being implemented there is little 
feedback of working class reactions to 
the top of the party hierarchy. Only 
in a system which is a travesty of soci¬ 
alism could such an insensitive measure 
as Uie raising of food prices by as much 
as thirty per cent just before the festive 
sf.^ason, have taken place. De.spite the 
serious di.slurbances that followed the 
arbitrary price rises, the logic of PolaD(l\s 
political system makes it almost impos¬ 
sible for any drastic changes to be 
made which would make the party and 
gm^emment more responsive to workers^ 
opinions. 

In the economic sphere promises of 
greater bonuses and of improving the 
living standards of workers have been 
made. In spile of the recent inclusion of 
arch-conservatives like General Moczar, 
former Minister of the Interior, in the 
politburo, the proini.scs will probably be 
carried out by measures like greatex 
flexibility in fixing production and pric¬ 
ing norms, relatively more autonomy fox 
factory managers and monetary incen¬ 
tives for increased productivity, These 
economic changes based on the capita¬ 


list profit motive are bound to have an 
adverse effect on any intended measures 
for greater- political participation. In fact 
the hard-liners within the politburo arc 
likely to demand greater political con^ 
trol in return for allowing even marginal 
capitalist-oriented ec'oiioinic changes. 

In Poland it would probably lie 
blasphemy to suggest that in such a 
situation, where party bureaucrats tend 
to b('Conic an established class, the 
circulation of administiative glites by a 
conliniKHis process of replacement of 
party bun aiJcrats hy new gcneratifjns of 
youth as they come (if agi*, is tlu^ only 
long-term viable allernativo to stop-go 
measures which mix politic-al repression 
with monetary incentives. Grave social 
disquiet in Wc.stoni Eiirojx' and Noith 
America has .shown that affluence alone, 
however widespread, does not .satisfy 
societies, if it is unaccompanied by the 
freedom to participate* in taking deci¬ 
sions. Elec tions every fewv years are not 
enough. Decentralisation of power and 
a process akin to the expc'riment of 
pennaiK'nt revolution which was only 
half-tried in China, together wlth^ a 
comfortable material standard of living, 
might prove to be better answers to 
satisfy liuman needs. 

Calcuttq Development 

Hesitant Beginnings 

AFTER years of talking and planning, 
Calcutta's dvic problems have begun 
to be tackled — or so it appears. The 
general framework of reorganisation is 
provided by the plans prepared by the 
Calcutta Metrox>olitan Planning Orga¬ 
nisation; the executive authority ap¬ 
proving it is the Calcutta MetropoUtan 
Development Authority (CMDA); and 
the various public authorities are the 
implementation agencies. 

Calcutta's population long out-grew 
its dvic amenities — water supply, 
roads, the public transport system, 
sanitation and sewerage and housing. 
The responsibility for the debade must 
be shared between the dty's numerous 
dvic authorities and its business ocan- 
munity. The civic authority is splin¬ 
tered among a large number of xnuni- 
dpal corporations which have distin¬ 
guished themselves by their wran^lings 
over non-dvic issues. The business 
community — both the British and the 
Marwaris — took little intoxest in the 
city's dvic life, even in times when the 
franchise was Umited, prefening in¬ 
stead to pretend that It amid insulatie 
itself from the confeQi!ieiioes\cif cMc. 
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, decay. 

Calcutta thus became a problem for 
nonnCalcuttans. Pointed attention to 
Calcutta's deterioration was drawn by 
foreign commentators and the inspira- 
ration for forming the CMPO came from 
the Ford Foundation. The GMPO's pro- 
I)osals u^ere going the rounds for almost 
two years, till the Central Government 
into?*vened to set up the CMDA last 
year and to lubricate the implementing 
niachineiy with generous promises of 
financial resourc'cs. 

CMDA is now getting down to its 
work. ft has announced schemes in 
\vat(u- supply, drainage and sewerage 
(costing about Rs 9.09 crores), traflic 
and transportation (Rs IhlO crores), 
gaibflgc- leinoval and disposal (Rs 1 
crore) and bmtee improvement. What 
IS hearlenirtg about thest; proposals is 
■^the uigency with which they are being 
takcni up — or, move accurately, fin¬ 
ance is being provided for them, since 
iniiilcmontatiuTi must depend upon 
like the Calcutta and Howrah 
municipal authorities, which aie not 


particularly distinguished for their re¬ 
cord of execution of development plans. 

Further, while the Reserve Bank» the 
Industrial Development Bank and tlie 
Life Insurance Corporation have been 
generous with promises of financial and 
institutional support, not much seems to 
have been actually done. The proposal 
to set up a coriroration to provide re- 
haliilitation finance to industiy in Cal¬ 
cutta has been tossed about for some 
months, without any tangible progress. 
Given the ausjiiccs under wliich it is 
proposed to be established, the corpo¬ 
ration will need strong, d>'namic man¬ 
agement to be able to do anything. 

In any cas<', Calcutta cannot penna- 
nently depend upon injection of exter¬ 
nal finance. If it cannot geneiate le- 
.soiiic(*s for mairitamiug and improving 
the civic anumiHes that are now being 
Ijiouglit up-to-date, ten years hence the 
same problems will rc-ernerge. A pro¬ 
per civic tax structure — and an indus¬ 
trial and commeu'ial base to supiKirt 
such a tax stnicture — need to be es¬ 
tablished. 


BUSINESS 


More Import, Less Output 


THb l orcigii Trade ’MimsteTs wain- 
ing to the W(;oIlen textiles industry, 
aimed ,particularly at mills producing 
worsted fabrics, about the high prices 
oi woollen cloth has drawn an unusual 
response. The Indian Woollen Mills’ 
Federation, the worsted sector’s repre- 
^ sentative body, has launched a publi¬ 
city campaign asking consumers not 
to pay more than the retail prices fix¬ 
ed by the mills—implying theieby that 
dealers have been profiteering. The 
™ils’ other argument has been that 
the industry’s cost structure is high 
because of short supply of imported 
raw wcx)l which has resulted iti ‘‘large" 
unutilised capacity in the industry. 

Jhe retail price fixed by worsted 
mills for the light-weight all-wool 
Panama (weighing around 275 gms pei 
metre) is Rs 20; and that for Gaber¬ 
dine, the heaviest all-wool cloth avail¬ 
able in the market with a maximum 
weight of 500 gms per metre, is Rs 
58. Even after allowing for the im¬ 
port duty on w*ool and the excise 
duties on fabrics, these prices are un¬ 
conscionably high. , 

worsted sector, which clauns to 
depend entirely on imported wooli, has 


Lhe advantage of securing its basic 
raw material more or les.s at interna¬ 
tional prices. Even allowing that law 
wool has been imported at the peak 
price 111 1970 ot 95 d (Rs 7.30) per lb, 
and allow'ing for manufacturing costs 
equal to twice lhe raw material cost, 
woisted mills appear to have a clean 
margin of 40 per cent on Panama. 
The margin is higher on Gaberdine. 
The latest trend is towards polyestei 
mixed fabrics and on these the return 
IS even larger. 

An interesting featuie of the worst¬ 
ed sector of the woollen textile in¬ 
dustry, which calls for a thorough 
examination by the Bureau of Indus¬ 
trial Costs and Prices, is ihe continu¬ 
ed stagnation in worsted yarn produc¬ 
tion. The IWMF’s statistics themselves 
suggest that the industry has pegged 
yarn production at 4 to 5 million kg 
a year over the last five ye.ars, irres¬ 
pective of the quantum of foreign ex¬ 
change released for import of wool. 
With Rs 7.1 crores of foreign ex¬ 
change expenditure in 1964-65, includ¬ 
ing Rs 5 crores for actual users, 
worsted yarn production was 4.78 mil¬ 
lion kg in the calendar year 1965 


(allowing for some delay between the 
issue of import licence and the arrival 
of imported wool). In contrast, yarn 
output in 1967 was only 4.53 million 
kg although Rs 15.87 crores were 
made available for import nf wool 
(Rs 12 crore.s to actual users) in 
1966-67. There was a decline in out¬ 
put riom 5.39 million kg in 1968 to 
4.48 niilliun kg in 1969, despite increas¬ 
ed foreign exchange availability and 
with no change in installed capacity. 

Two points emeige from these 
figures. First, production is held con¬ 
stant at 4 to 5 million kg to keep 
prices high. Second, there is definitely 
more scopi' than the industry cares 
to admit for substitution of indige¬ 
nous I aw wool for imported wo(4. 
This is evick’nt from the production 
figijie for 1966 when the industry 
achieved an output of 4 04 mn kg 
with a foreign exchange allocation of 
onI\ Rs 3.6 crores. To an extent 
perhaps the change in the raw wotil 
import licensing policy two years ago 
ma\ have affected the availability of 
iinpoilcd wool to the organised 
spinning units. Foi, the decentralised 
hosicrv sector, which now gets its own 
import licences, is probably .getting 
yarn sxmn jii the so-c ailed ‘unauthoris¬ 
ed units' which have sprung up 
around Ludhiana. 

[f production sta>'s pegged at a par¬ 
ticular level, incspectiv'e of the quan¬ 
tum of foreign exchange relea.sed, it 
might be asked why additional fore¬ 
ign exchange .should be allotted to 
the industrv, There need lx- no ap¬ 
prehension of a less liberal import 
policy atfocting the industry’s exports. 
As 11 is, w'oollen caipets and hosi(*ry 
are the two major foreign exchange 
earners, expoits of lextile.s are in¬ 
significant. And whatever piecegoods 
exports there have been, have been 
largely due to the efforts of a lorn* 
Bombay-based unit, which expoits 
more than 60 per cent of its produc¬ 
tion. 

Interest Rates 


Subsidy or Ransom? 

DESPITE what the market describes as 
‘stringency’ in the inter-bank call money 
market, allegedly following advance 
corporate tax payments in the first half 
of December, the call rate in Bombay 
has not crossed the 6.5 per cx*nt mark. 
This would suggest that, by arri large, 
banks are getting funds from the Re.serve 
Bank at or below 6,5 per cent. Thus the 
‘stringency' notwithstanding, money 
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not dear. The Reserve Bank itself has 
put large at the disposal of the 

banks. Scheduled coninierdal banks’ 
borrowings, which stood at Rs 110 (lo¬ 
res at Octob<T-enfh rose to Rs 136 cro* 
res by Nova^nibei-end and thiai shot uii 
to Hs 326 cTorcs as on December 18, 
tlie latest date for w^hich data aie avail¬ 
able at the tiuKi of writing. 

It IS not a little curious, therefore, 
that ('crtain banks’ have eagerly sought 
shoit-tenn funds iioin the LlC at .is 
irnu'li as 9 per cent per aimnni. When 
the Hi,serve Rank had perniitted LlC to 
lend to hanks on terms outside the 
schedule ol deposit rates prescribed for 
file pnldic, its expectations were that .in 
improved suppK’ of funds in the inter- 
hank market warnld ease the i.ili's in tins 
closed market. Why, then, aie hanks 
uow competing for UC funds at exor¬ 
bitant rates of interest? Is it just the 
need to window^-dress their accounts for 
1970 — and to reduce the figure of 
1)01 rowings from the Reserve Bank as 
at the end of December? 

Whatever the reasons, surely the Re- 
sen'e Bank ought to look into this odd 
situalion where at least some of the 15 
public sector banks are bidding up the 
inter-bank rate in panic. There is no 
question that at the \ ear-end banks are 
li.ard pressed for funds. Many institu¬ 
tions, including ('O-opcratives, witlidiaw' 
deposits at this time to lend at usurious 
rates of interest in the unorganised mar¬ 
ket. Th(i authorities should allow for a 
deposit decline on this account at the 
end of December. But is it possible 
that another reason for the scramble for 
Lie’s funds is that public sector banks 
feel bound to help another public' sec¬ 
tor institution? 

Lie has (’crtainly shown enterprise in 
getting penny-pinching lianks to cough 
up 9 per cent on its surplus funds and 
one need not grudge LIC this. After 
all, the surplus funds that it now finds 
on its bands is the result partly of the 
rise in the volume of its business and 
partly of the sluggishness in investment 
activih'. And yet one must ask: what 
about the public vvhidi earns just 3.50 
per cent on savings deposits and 5.50 
per cent on one-year deposits? Hie Re¬ 
serve Bank is evidently still caught up 
in tlie rigmarole about die interest elas¬ 
ticity of deposits and the Government 
dots not want interest rates on bank 
depo.sits to be out oi alignment w’ith 
w'hat post ofBccs offer on their various 
savings schemes I Hence the curious 
situation in which an institution like 
LIC is able to command a price for its 
.short-tenn funds far above anything 
available to the individual depositor 
even on five-year term deposits. 


Banks '■ 

Irrelevant Gesture 

DEPOSITS of scheduled cotnmercial 
banks as on December 18, 1970 show¬ 
ed a rise of Rs 805 CTores, or by about 
17 ptM cent, over the figure a year ago. 
In 1^)69 deposits had expanded by Rs 
606 crores or a little over 14 per cent. 
Assuming that the revised figures for 
1970 w'ill not lie below the provisional 
flglues quoted here, deposit growth at 
cuiient prices ha.s certainly picked up. 
At th(‘ same time, the growth of de¬ 
mand for bank credit has be(‘n equally 
rapid. Bank credit showed a rise ('f 
Us 786 crores on Decemlw 18, 1970 
over the figuie a year ago, tlius absorb¬ 
ing .almost the entire deposit expansion. 
In the previous year, credit cxpandivl 
by Rs 518 11 Dies which absorbed 86 
})iT cent of the rise in deposits. 

Till' piossiiie on banks in 1970 aiose 
also from the higher statutorv' liquidity 
ri'quiieinents. The full impact of this is 
not levoaled by the published data 
which only show a Rs 129 crore in- 
erease in investments in Government .se¬ 
em ities rrhc fnvesixn(.mt d.ata are in¬ 
complete as they exclude the other ap¬ 
proved investments of banks.) In the 
previous year, investments in Govern¬ 
ment securities in (Teased by only Rs 96 
crores. Thus, wliile deposit growth in 
1970 v( as largtT than in 1969, the pres¬ 
sure on the banks was keener on ac¬ 
count of larger demand for funds from 
both Government and the privatt* sec¬ 
tor. 

The Res(Mve Bank’s problem at the 
\('ar-cnd was which segment of the de¬ 
mand for bank funds to squeezes — a 
difficult cboice indeed, with the election 
to Parliament round the corner. It, 
therefore, evaded the issue and decided 
that companies which borrow funds 
from the public against their directors’ 
guarantee, thus avoiding the ceiling on 
public deposits fixed at the equivalent 
of 25 per cent of a company's paid-up 
capital and reserves, w’ould be prevent¬ 
ed from doing .so. The decision has yet 
to be announced, but an assurance to 
this effect has been given to the banks. 

The loophole certainly needs to be 
plugged. In fact, tlie rationale of al¬ 
lowing companies to accept deposits at 
raters higher than those available on de¬ 
posits with banks is itself questionable. 
But the relevance of the move in the 
particular context of the current pres¬ 
sure on the resources of banks is far 
from clear. For, to the extent compa¬ 
nies are prevented from tapping public 
.savings, their demand for bank credit 
will go up. Since the Reserve Bank 
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has little capacity or will to contain 
credit demand, and the commerbial 
banks even less, the additional deposits 
that banks might get as a result of the 
withdrawal of this facility now avail- 
abli^ to companies will hardly niake^ a 
difference. 

Exports 

Not by Crash Programmas 

rr is time a stmsible export policy is 
luunnlati'd to meet, on a systematic 
li.isis, the economy's requirements of 
loicign c'xchangc earnings from e.xports. 
Ibports have been faltering in 1970-71, 
and -L N Mishra’s so-called crash cx- 
yxirl progrannne is exactly th(i kind of 
shoit-temi remedy \vhich leaves the 
lf)iux-tcnn problt'in unsolvexl. 

iMigmeciing (^xports have .slowed 
down an<l will add up to only Rs 120 
croies again^t the taig('t lor 1970-71 of 
Rs 140 croies. For this faihne sjeol 
sn])])lies have bf’comc a ready scape¬ 
goat. Yet, given the supplies, how- 
evci limited, then’ is abvays a choice 
betw(*en doinestie consumption and cx- 
poits It IS becoming increasingly ap¬ 
parent that domestic demands have a 
piionlv over e\V)oit needs. 

The position i.s slightly Ix'ttei ra 
chiaimaLs Aecoiding to the ehuiiman 
ol the Chemicals and Allied Piodnels 
Export Pjoniotioi^ Gonneil, exports of 
the C^oiincil’s products incTca.scd liom 
Rs 29.08 eioies in 1968-69 to Rs 32.79 
norcs in lf)69-70. In the first eight 
months ol 1970-71 to November 1970 
expoits were marginally better, being 
Rs 21.50 crores against Rs 20.50 crores 
in the correspondsg iieriod of- 1969-70. 

R R Bhagat, who was Minister for, 
Foreign Tra(l(^ before moving to Stqel 
and Heavy Engineering, evidently has 
a belter appreciation of tlie nature of 
the export problem. Speaking to the 
Engineering Export Promotion Council 
the other day, he emphasised the need 
for a long-term pohey for export pro¬ 
motion. He also referred to the need 
to maximise local “value added’* in ex¬ 
ports, a point which this journal has 
been making fOr some time. Such a 
long-term policy needs to be dearly 
speit out. The present recourse to 
compulsion in expoits is in many ways 
self-defeating. It fragments tlie export 
effort among all the producers in an 
industry, leading to cross-competition 
among them in the .same export mar¬ 
kets and preventing speciali.sation in ex¬ 
ports by a few imi^ specially geared to 
the task. 

Both overall export targets and Aeir 
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diftribution among the most fultable ex¬ 
isting and potential exporters need to 
be worked out. These would then need 
to be broken up according to export 
.^larkets, allowing for new markets to be 
continuously added. Perhaps an export 
bank of the type that has been mooted 
from time to time can then play its pert 
in providing finances where needed to 
promote exports. It would also be easier 
to compensate export units more ra¬ 
tionally, either by subsidies on exports 
or, in certain cases, preferably by a tax 
on local sales to tilt profitability in fa¬ 
vour of exports.’ Crash programmes are 
no substitute for a coherent export po¬ 
licy. 

Non-Ferrous Metals 


Impoits to the Rescue 


A Correspondent writes: 

PRICES of most non-ferrous metals de¬ 
clined in 1970 in the Bombay metals 
market (see Table). Imports made 
through the Minerals and Metals Trad¬ 
ing Corporation (MMTC) we. a a major 
factor in this while increase in indigen¬ 
ous production was another. The scram¬ 
ble for these metals, a common feature 
earlier, virtually ceased as traders and 
consumer industries lost Merest in cor¬ 
nering supplies. The MMTC now sup¬ 
plies the. needs of "the non-prioiity in¬ 
dustries as well as some of the priority 
ones. Imports of non-ferrous metals du¬ 
ring the period January-November 1970 
are given below with figures for the 
corresponding period of 1969 indicated 
in parentheses: 



Quantity 

Value 

« 

(tonnes) 

(Bs in crores) 

Copper 

25,540 

81.14 


(35,280) 

(33.70) 

Lead 

28,030 

736 


(26,180) 

(5.85) 

..Zinc 

48,940 

11.06 


(28320) 

(6.80) 

Tin 

2370 

737 


(1325) 

(4.60) 

Aluminium 

2323 

1.26 


(2,085) 

(1.05) 


Prices of non-ferrous metals in the 
international markets also softened. The 
fall in the level of industrial activity in 
the US and the recession in the auto¬ 
mobile industry, which is a major con¬ 
sumer of non-ferrous metals, were lar¬ 
gely responsible for this. There have 
hem indicatioiii exp^mion of world 
prodisetion of certain metals. Interna¬ 
tional Nickel of C^ada has announced 
plans / to develap a new nidcel 
ntine in the Sudbury district of Ontario 


to produce 2^00 tonnes of ore daily. 
Taiheiro Klnzoku of Japan has recently 
commissioned a feixo-nickel plant at its 
Hadiinodie works. 

The Government is maintaining its 
efforts to secure the substitution of 
other metals for copper in a variety of 
industrial uses. Tlie Ministry of Indus¬ 
trial Development recently prohibited 
use of copper in the manufacture of 
electrical cables and wires except with 
the prior permission of the Government 
imless such cables and wires were for 
export and were covered by firm orders. 
Another order issued by the Ministry 
empowered the Government to control 
the sale price of electrical cables and 
wires manufactured in the country. 
Production of copper by the Indian 
Copper Corporation was affected by a 
strike in the company's plant. The pub¬ 
lic sector Hindustan Copper is making 
progress with its Khetri project. 

The small decline in the price of lead 
was the result partly of the battery 
manufacturers' association deciding to 
pay a higher price for used batteries so 
as to reutilise the lead content of the 
batteries, llianks to larger imports, the 
price of tin slumped in spite of larger 
demand from the food preservation and 
packaging industries. Zinc met with 
growing demand from metal-based 
chemical industries. According to the 
latest indications, the zinc smelter plant 
at Visakhapatnam with a capacity of 
20,000 tonnes will now definitely come 
up in the Fourth Plan. To meet the 
growing shortage of zinc dust, the Gov¬ 
ernment proposes to produce 1,500 
tonnes of zinc dust at the Visakhapat¬ 
nam smelter. Imports of zinc dust now 
amount to Rs 3 to 5 crorcs annually. 

Aluminium prices in the international 
markets have declined further in the 
past four or five weeks and several pro¬ 
minent manufacturers are now prepared 
to offer 90 days' credit About a month 
ago, the lowest international quotation 


was around 225 cents per lb. Recentiy, 
however, in tenders for the propos^ 
import of 3,000-4,000 tonnes* the Mine¬ 
rals and Metals Trading Coii>oratlon is 
known to have received a quotation of 
22 cents (FAS Washington) from a 
prominent supplier who is also willing 
to allow three months' credit At the 
new rate, the landed cost of the im¬ 
ported metal will come to Rs 5,^i0 per 
tonne against the ex-Bombay cost of 
the indigenous metal of Rs 5500 ];)er 
tonne for supplies from INDAL, Rs 
6,334 per tonne from MALCO and Rs 
6,108 to Rs 6,453 per tonne (depending 
on purity) from HINDALCO. If 
MMTC adds only its normal service 
charges to the landed cost consumers 
getting their supplies from HINDALCO 
and MALCO will benefit considerably. 

The Working Group appointed in 
March 1970 to examine tibe cost struc¬ 
ture of the aluminium industry and make 
recommendations on pricing and distri¬ 
bution policies has submitted its report 
to Government. While recommending a 
12 per cent return on capital to ensure 
continuous growth of the industry, the 
Croup has maintained that the current 
level of prices gives a fair return to the 
producers. It has not accepted the pro¬ 
ducers' plea for a price hike so as to 
enable the industry to generate internal 
resources for expansion scdiemes. On 
the other hand, the Working Group has 
suggested that the scope for expansion 
of the equity base of the companies and 
tor borrowing from public institutions 
should be examined with a view to sup¬ 
plementing the industry's own resour¬ 
ces to finance expansion plans. The 
Croup bos, however, observed that the 
existing price structure for aluminium 
and its products does not follow any 
rational pattern; different prices for 
similar or even same products have re¬ 
sulted in the distribution system becom¬ 
ing unnecessarily cumbersome and, in 
some cases, inequitous. 


Pwea Quotations fob Non-Ferrous Metals 
(Bombay Non-Ferrous Metal Market) 

(Rs per 100 kg) 


30.12.1909 29.12.1970 


Copper scrap 

1,850 

1,420 

Copper utenrils scrap 

1,520 

1,320 

Brass utensils scrap 

1,300 

990 

Brass sheet cutting 

1,125 

1,015 

Aluminium scrap 

530 

490 

2anc 

584 

490 

I.^ad 

490 

450 

Tin (10 kg) 

670 

490 

Copper 

Ingot 

2,040 

1.465 

Wire bar 

2,065 

1,490 

Ccmductor wire 

2,080 

1305 

Cofi 

2,015 

1330 


Variation 

— 430 
-—200 

— 310 

— 110 

— 40 

— 94 
f— 40 

180 

— 675 

— 576 

— 575 

— 485 



LirrrERs to editor 


Approved Dealers 

V V BIIATTs proposal (November 21, 
1970, pp 1896*1900) for a scheme of 
Approved Dealers for credit extension 
to farmers aud small industrialists by 
the nationalised banks, would in effect 
lead to tlie emergence of a new class 
of middlemen between the nationalised 
bank and the grower/small industria* 
list. Indeed, if tho pei'fonnance of 
some nationalised banks in extending 
farm credit in tlie post-nationalisation 
period is any guide, the scheme ol 
Approved Dealers will make credit 
costlier to the farmer and would raise 
the bad farm debt ratio for the banks. 
The following incident, which occurred 
recently in oiio of the branches of a 
nationalised bank, biiugs home the ope* 
rational deficiencies in Bhatt’s proposal. 

The branch took up rnassivo exten¬ 
sion of fann ciedit for well iriigation 
and pumpsets. A dealer in electric 
pumpsets was appointed by the branch 
de facto Approved Dealer to supply 
electric motors to the growers and to 
get tho rcquiied credit directly fiom tfie 
bank, lie was asked to process applica¬ 
tions of growers for sanction of loan, to 
prove the existence of a well, to get the 
record ol rights, to obtain die ‘nil en¬ 
cumbrance* certificate from village re¬ 
venue officials, and to prove the cre* 
ditworthiness of the grower-applicant. 
The Approved Dealer did all this with 
speed, and managed to procure the 
bulk order from the manufacturer oi 
pumpsets. The branch too persuaded, 
cajoled, and even threatened grower- 
applicants to take pumpsets only through 
the Approved Dealer. All formalities, 
for extending the Us 6 lakhs worth oi 
credit for the purpose, were completed 
on a ‘war footing* by the Approved 
Dealer and the pumps were distributed 
among the growers at a ceremonial 
function presided over by none less 
than a State Minister. Subsequendy, the 
bank authorities made a test-checking of 
the pumps supplied and of the existence 
of the wells. One grower, when asked to 
show the well and the pump, remarked 
that both had been stolen; protracted 
litigation followed, involving die bank, 
the Approved Dealer, and the grovvei'. 
In Ills handling of the loan applica- 
dons the Approved Dealer had also 
glossed over fictitious title deeds and 
molutilisatioii of farm credit 

Bather than create new functionaries, 
thtsrefore, it might be better to reorga¬ 
nise the functions of the existing field 
efieets who are attached to the nation- 


for Bank Finance 

alised banks themselves, entrusting them 
to build up loan applications, process 
them, get sanction for them, extend cre¬ 
dit for them, and follow up on the uti¬ 
lisation of that credit. Most of tho 
branches are in the towns and cover 20 
to 25 villages around them. It would 
not be difficult for one or two field 
ollicers to look alter the inocessing of 
credit applications as well as the depo¬ 
sit mobilisation. Both activities will 
finally have to be merged. 

The seivicing of plant and spares is 
even now being looked after by the 
dealers of the manufacturers and by 
vaiious owner-mechanics who have 
small woikshops in towns and villages 
along highways and in suburbs. A chain 
ol repair-complexes have in fact alrea¬ 
dy sprung up in our countryside. There 
is, theiefore, no need to appoint Appro¬ 
ved Dealers lor getting the servicing 
done. Since the nationalisation of banks, 
it has become apparent that credit ex¬ 
tension as such does not solve all pro- 
ijlems. Far greater care needs to be 
taken hi formulating and implementing 
many so-called action-oriented pro¬ 
grammes. 

Gadag A READEjn 

December 14 


A Non-Issue 


THERE have been many, eminently 
predictable, reactions to the Supreme 
Court*s judgment on princely purses 
and privileges. There are those who 
have been reassured that the CoQStitu- 
tioTi and tlie rights of the individual 
have been preserved by this judgment 
and that in spite of the sinister creep¬ 
ing in of socialism, democracy will sur¬ 
vive as long as independent judges do. 
There are those who have bemoaned 
the reactionary role of the Supreme 
Court in stymying the representatives of 
the people, ie, the Government and the 
majority in Parliament, from bringing 
about the progressive betterment of the 
common man's lot. Then there are 
those legal luminaries, of whom we 
have so many, who have enlightened 
us about the legal niceties of the rele¬ 
vant articles and clauses of the Consti¬ 
tution and have ended up by adding to 
the general confusion. 

But admist all this publicity and fu¬ 
rore we seem to be losinig sight of a 
veiy basic question. Whedutf the 
princely privileges and purses afp abo¬ 


lished or not, is not the whole excise 
yet another game of i>olitical ^verslon^ 
ism which avoids dealing wltih the root, 
causes of thu social aend economic de-* 
privation of the vast majority of our 
people? Both the proponents and the 
opponents of the Derecognition Order, 
in Parliament as well as in the Supreme 
Court, have enjoyed themselves hugely 
in asseiting their views. But, not very 
surprisingly, taking into consideration 
the fact that our legislatures as well as 
our judiciary are controlled by the re¬ 
latively wealthy minority class of this 
country, hardly anyone has bothered, to 
assert that the whole affair is nothing 
but a peripheral issue or incident. The 
Supreme Court judgment does not in 
any way help or hinder tlie country's 
eu/aoinic development or have any 
effect on the continuation of the mise¬ 
rably poor standard of living of millioBS^ 
of our countrymen. The Government, 
the opposition and the judiciary will, 
for different reasons, all claim their duo 
share of credit concerning tlie privy 
IDurse issue, but in a wider context they 
have only helped to make more cre¬ 
dible tlie views of those who believe 
that our present constitutional and poli¬ 
tical sy.stcm Js bankrupt. 

Bombay R Ramachandran 

December 19 r 


The Dismal Scientists 


1 HAD looked forward with some in¬ 
terest to your rcgiort on the somioii of 
the Business Economists* Group hM in 
New Delhi on November 16 but was 
disappointed with the treatment given, 
to it (‘The Dismal Scientists**, Novem¬ 
ber 28, p 1917). 

No doubt time and space considera¬ 
tions led your special correspondent to 
largely sacrifice, in his article, the pre¬ 
sumably mundane "substance** of die 
conference to the definitely more vivid 
“form** of journalism. It*s a pity, be¬ 
cause, in my opinion, a useful opporti)i- 
nity to get a mid-year fix on the recent 
course of the Indian economy and its 
near-term prospects has been allowed to 
slip at a time when (hopefoUyl^ not 
earth-shaking, but neverthdess Impor¬ 
tant economic/polftical events await the 
country around the" comer. 

In passing, may 1 also mention to a 
similar vein, diat 1 found ond of the 
book reviews in the Review of Maaitge- 
ment section Of the same^ IntUe to be 
deddedly unorthodox? 

Ahmedabad A KhUhOi 

Deoeotbev 14 



CAmAL VIEW 


The Election 

Romesh Thapar 


THE slow and deliberate unfolding of 
the decision to dissolve the Lok Sabha, 
to disentangle the parliamentary elec¬ 
tions from the contests for the State 
legislatures and to highlight the politi- 
cal-cum-economic crisis facing a much 
divided and confused country was 
handled with the kind of skill which 
one does not normally associate with 
our style of fimctioning. Indeed, the 
antics of those opposition leaders who 
are not in favour of early elections to 
the Lok Sabha were made to look 
rather ridiculous. 

It will not take long for everyone 
to realise that this particular election 
is qualitatively different from past 
contests. And its repercussions will 
be profound and widespread. What 
Indira Gandhi is attempting to do is 
to win a five-year mandate to reform 
and restructure Indian political, eco¬ 
nomic and social development. More 
than anyone else in politics, she knows 
that what is called the ^‘status quo* 
cannot survive the challenges which 
are developing. N^tw answers have to 
be foun’d, and new men to forge 
them. It is around this core of the 
crisis that the crucial battles will be 
fought during the next few weeks. 

Npv Programme, New Men 

If you go around the Capital asking 
.the ‘know-alls’ what they think of the 
decision to go for an early election, 
the reaction is at two levels. First, 
Indira Gandhi will never get a clear 
majority and will be forced into un¬ 
stable coalitions. Second, Indira 


Gandhi will get more votes now than 
in 1972, but not enough. And, when 
the idea is pushed that a bold, thrust¬ 
ing campaign could succeed if backed 
by a programme which confronts the 
critical challenges and in support of 
candidates who believe in the pro¬ 
gramme, the reaction is cynical. It is 
maintained that the Congress Party, 
united or divided, could never get 
away from dada-ism — and clearly 
diidaAsm is deadly in today's situation. 

The opinion is massive that if Indira 
Gandhi seeks to win a genuine, over¬ 
whelming mandate to pull the country 
out of the present quagmire, she wilJ 
have to define a new kind of pro¬ 
gramme and muster new men as the 
symbols of her party. She cannot 
possibly win a mandate on the basis 
of her personal magnetism, or, for 
that matter, through complicated and 
opportunist adjustments with all man¬ 
ner of political iormations of Right 
and Left hue. A refusal to address 
history would open her to the charge 
of hanging on lo power for the sake 
of power, for, almost everyone agrees 
that whatever the result (coalition or 
otherwise!) Indira Gandhi will pro¬ 
bably be at the helm after the election. 

An election programme in today’s 
setting has got to develop the dimen¬ 
sions of a mass line. Clear-cut 
pledges must be given to control 
the prices of mass consumption arti¬ 
cles, to provide mass housing, mass 
transport and mass employment in the 
shape of mass land armies linked to 
rural works programmes. And the 
bureaucratic system must be trans¬ 


formed to implement this tnass line. 
The people now know that all the rest 
is the politicians* dishonest chatter. 
In this atmosphere of suspicion, to 
win the votes, the ruling Congress 
Party’s High Command will have to 
present a new image. A new image 
means new men, respected in their 
areas — not the corrupt, careerist 
aeatures who invariably batten around 
the dadas. 

Myths for Shatterino 

Is it possible that the ruling Cong- 
ress Party can move fast enough to 
achieve the transformation which this 
election demands? Not so long ago 
it used to be argued that it was not 
possible even to fight an election with¬ 
out an organisation. Bhutto in Pakis¬ 
tan punctured that myth. The second 
myth that needs blowing up is that our 
political parties live on certain perso¬ 
nalities with questionable reputations. 
The third myth for shattering is the 
child-like belief in tongue-in-cheek 
manifestoes which promise paradise. 
Maybe, this election is going to show 
us how fast We can move. Too much 
hangs on it. 

Whatever the permutations and 
combinations with which we will be 
enveloped in the course of the next 
eight to ten weeks, the election will 
sec-saw on the interventions of Indira 
Gandhi. The whole battle wfll be 
fought around her. This is not at all 
healthy, but every political party has 
played a part in giving her this ex¬ 
traordinary position — a position 
which also gives her the power to 
achieve the speedy transformation in 
her party which the election demands. 
This is no time to falter. 

December 2t 




COMPANIES 


Export Market for Cement Machinery 

Hansavivek 


ACC has achieved a measure of suc¬ 
cess in exports of cement-making 
machinery since it received the first 
contract in last April. That was for 
a cement grinding and packfcig plant 
on a tum-kcy basis to Kuwait for Rs 
191 lakhs. The second contract was 
secured in October from Iraq for sup¬ 
ply of plant and equipment, erection 
and commissioning of a complete pro¬ 
cess plant with a capacity of 700 ton¬ 
nes a day. Total value of the order 
was Rs 368 lakhs. Having secured 
both these contracts against stiff inter¬ 
national competition, the company is 
now confident of getting more orders 
in the future. A number of tenders 
have been submitted against inquiries 
from Iran, Syria, SouUi Korea, Argen¬ 
tina, and some of the Trucial States. 
Tender inquiries have also been receiv¬ 
ed from UAR for a wliite cement plant 
with a capacity of 60,000 tonnes per 
annum and from Iran for a slag cement 
plant 

At home, the company has secured 
an order from the Cement Coiporation 
of India for a dry process plant with 
a capacity of 600 tonnes a day to be 
Installed in Assam and for a slag 
granulating plant with a daily capacity 
of 2,000 tonnes and a slag cement 
grinding and packing plant with a 
daily capacity of 1,000 tonnes from 
Birla Jute. The total value of these 
orders is Rs 318 lakhs. The company 
is also sharing with ACC-Vickers-Bab- 
cock the manufacture of machinery for 
a cement plant of 600 tonnes a day 
capacity for Kesoram Cement, which 
is a repeat order, and for two 1,000 
tonnes per day dry process plants for 
Century Cements. The Iron ore pel¬ 
letising plant of TISCO is under erec¬ 
tion at Noamundi. The first stage 
will be commissioDed by the second 
quarter of 1971, and the entire plant 
should be in operation by the year-end. 
Being the first to make such plants In 
India! ACC looks forward to playing 
an Important role in this expanding 
field. Granulated fertiliser projects 
have been taken in hand at Kistna and 
Sevalia, with an annual production 
capacity of 50,000 tonnes at each place. 

^ith the commissioning of a new 
plant at Chanda and extended capad- 
ties ^ dhaihasa. Kvmora and Wadi 


works, Acers effective rated capacity 
increasetl from 56.87 lakh tonnes to 
61.96 lakh tonnes in the year to July 
1970. Production was up by 4.93 lakh 
tonnes at 54.47 lakh tonnes and sales 
by 3.92 tonnes at 52.10 lakh tonnes. 
Sales revenue and other income rose 
from Rs 64.65 crores to Rs 70.88 
crores and gross profit from Rs 8.68 
crores to Rs 13.06 crores. Inclusive of 
Rs 92 lakhs, against Rs 68 lakks, set 
aside to expansion reserve to make up 
for shortfall of previous years, net pro¬ 
fit was Rs 5.98 crores (Rs 3.82 crores). 
The maintained distribution was thus 
covered 1.7 times, and return on total 
funds employed in business worked out 
at 7.1 per cent. Despatches during 
the year would have been considerably 
higher but for short supply of v^^gons. 
Production suffered because of a pro¬ 
longed strike of coal unloading labour 
at the Kymore works and the necessity 
to peg output at the Jamul works due 
to accumulation of large stocks of 
clinker for want of railway wagons to 
de.spatch cement. Production and des¬ 
patches from Shahabad Heavy Engiae- 
eiing were the highest on re(x>rd, and 
still higher targets have been set for 
the current year. A beginning will 
soon be made with a research and de¬ 
velopment cell to design and develop 
new product lines. 

The company has received so far 
Rs 200 lakhs plus Rs 14 lakhs towards 
interest in payment of the sale price 
of its undertaking in West Pakistan. 
The fifth instalment of Rs 50 lakhs 
plus interest, which fell due on March 
13 last, has not been received. By an 
order passed in August last, the Pakis¬ 
tan government has taken over the lia¬ 
bilities of the Government of West 
Pakistan under the agreements of 
March 12, 1965 relating to the sale 
and transfer of the company’s under¬ 
taking in that country. 

WEST COAST PAPER ia awaiting 
industrial and import licences to in¬ 
crease annual capacity by 15,000 ton¬ 
nes under the government's ctash pro¬ 
gramme for paper. Meanwhile* It is 
going ahead with its existing expan¬ 
sion scheme. Balancing equipment re¬ 
ceived from the US and France has 
been installed. Major ^ 

fherease production capacity of two 


paper machines, ordered from West 
Germany, has started coining in but 
deliveries of some of the Indigenous 
items (in particular diy cylinders) are 
expected to be received only by the 
end of 1971. This will delay execu¬ 
tion of the programme. The company 
continues to supplement its bamboo re¬ 
quirements by extraction of raw mate¬ 
rial from areas other than leased *to it 
at higher royalty and transport charges. 
It has the assurance of the Mysore 
govemmoat that it would be allocated 
additional areas of bamboo on a per¬ 
manent basis to meet its long-term .re¬ 
quirements. During the year ended 
June 1970, 7,800 additional acres were 
brought under plantation. 

Production and profitability during 
1969-70 established new records in 
spite of "constant Increase in the cost 
of chemicals, stores, coal, etc”. Pro¬ 
duction increased from 37,565 tonnes 
to 41,100 tonnes, despatches from 
38,080 tonnes to 41,004 tonnes and 
net sales from Rs 6.48 crores to Rs 
7.53 crores. Gross profit rose from Rs 
1.71 crores to Rs 2.01 crores. Net 
profit was Rs 62 lakhs (Rs 50 lakhs) 
to cover equity distribution stepped up 
by a xK)int to 13 per cent (payable on 
the capital enlarged by a one-for-five 
bonus issue) 1.1 tunes. Net return on 
the total funds employed in business 
came to 8.7 per cent. A P Paper, 
in which West Coast has a substantial 
interest, produced 2,004 tonnes more at 
36,907 tonnes. Its production would 
have bee.i still higher, but for the “go- 
slow tactics of labour followed by a 
strike in May and June 1970**. Pro¬ 
duction for the current year is running* 
at a satisfactory level. 

KAMANI METALS AND ALLOYS 
has been given a licence to produce 
cold rolled steel strips and is putting 
up a factory at Bangalore. A sum of 
Rs 49 lakhs has already been q;)ent bn 
the project and it will require another 
Rs 75 lakhs. The company’s exports 
expanded by 75 per cent during tiie 
year ended June 1970. The research 
and development section has been 
successful in developing certain pro¬ 
ducts which were hitherto Imported. 
Efforts are now also being directed 
towards process development to Im¬ 
prove the quality of the product-r^ge 
and reduce cost of jproductfon. 

During 1969-70* KMA’s pvoduoUoa 
increased by 12 per cent and sales by 
some 30 per cent to Rs 6.27 crora. 
But gross psoftt sbrank 






Idchs due to comulfttive effect of high 
international prices of copper, use of 
high-priced indigenous material on ac¬ 
count of insufficient and delayed receipts 
of imported metal, larger volume of 
exports, and increased operating ex¬ 
penses. Salaries and wages alone were 
up by Rs 17 lakhs, or 31 per cent, 
over the year. After providing for jne- 
viuus years expenditure, gross profit 
was further down to Rs 12 lakhs from 
Rs 33 lakhs. Net profit was only Rs 
4 lakhs (Rs 25 lakhs) which was in¬ 
adequate to cover the unchanged 
equity dividend of 8 per cent and the 
stipulated rate of payment on prefer¬ 
ence shares which would together re¬ 
quire Rs 7 lakhs. The company’s pro¬ 
posal for issue of bontis shares to the 
tune of Rs 22 lakhs was not sanctioned 
by the Controller of Capital Issues be¬ 
cause it was not in conformity with 
the revised guidelines on the subject. 
Copper prices have come down in re¬ 
cent months. This should help the 
company to improve margins in the 
current year. 


FOODS AND INNS will enter the capi¬ 
tal market on January 13 with an offer 
of equity shares of Rs 25 lakhs for pub¬ 
lic subscription. The proceeds will be 
utilised towards the establishment of 
an egg powder plant —r the first of its 
kind in the country — at Chombur, in 
Bombay, and for the purchase of a 
poultry farm at Poona which will pro¬ 
vide the main raw material for the 
project. The process and knowhow 
have been developed by the Central 
Food Technological Research Institute, 
Mysore, and the plant and machinery 
is being fabricated by Larsen and 
Toubro in collaboration with Niro 
Atomizer of Denmark. The company 
expects to go into production in mid- 
1971. The project involves capital 
outlay of Rs 90 lakhs, including work¬ 
ing capital of Rs 10 lakhs. Apart from 
th(^ proceeds of tlie capital issue and 
its present capital of Rs 10 lakhs, the 
company expects to raise Rs 55 lakhs 
by way of loans. 

Production of egg powder at the 


plant will be of th6 order of half a 
tonne of whole egg powder per shift 
per day. Most of the output is ex¬ 
pected to be taken by the Defenco 
Services. Closely matched to fresh 
egg flavour, the powder will have a 
storage life of one year. The powder 
is likely to be widely used by hoteliers, 
caterers, packaged food manufacturers 
and housewives. The company has 
also acquired sole selling rights of the 
“Madhu’' brand of processed foods 
which will substantially add to its re¬ 
venues. The turnover for the first full 
year of production is expected to ex¬ 
ceed Rs 105 lakhs and rise progressi¬ 
vely to Rs 210 lakhs by the fourth 
year. It is also expected that a sub¬ 
stantial export market will be develop¬ 
ed. Suresh Mahindra, chairman, ex¬ 
pects the company to be able to pay 
a maiden dividend of at least 10 per 
cent after a fuU year’s production. 
The public issue is fully underwritten. 
The subscription list will close on 
January 23 or earlier, but not before 
January 15. 


The Week's Companies 
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Kamani 

Metals and 

• 

West Coast Paper 


ACC 

Alloys 

Limited 


Latest Year 

Last Year 

Latest Year 

Last Year 

Latest Year 

Last Year 


(30.6.70) 

(30.6.69) 

(31.7.70) 

(31.7.69) 

(30.6.70) 

(30.6.69) 

Paid-up capital 

330 

290 

2848 

2836 

85 

75 

Reserves 

199 

207 

2124 

1513 

51 

55 

borrowings 

179 

108 

3443 

3928 

245 

152 

of iohich Term borrowings 

92 

66 

2581 

2518 

60 

17 

Gross fixed assets 

754 

708 

10195 

9681 

199 

197 

Net fixed assets 

290 

293 

5544 

5504 

97 

101 

Investments- 

100 

100 

504 

502 

8 

10 

Current liabilities 

147 

102 

2062 

1909 

80 

56 

Current assets 

427 

373 

2794 

2684 

383 

239 

Stocks 

29 

26 

522 

545 

150 

59 

Book ddbts 

96 

105 

1023 

771 

78 

82 

Net sales 

753 

648 

7563 

6362 

648 

514 

Interest, dividend income 

4 

4 

11 

8 

1 

1 

Other income 

10 

18 

114 

95 

4 

4 

Raw material costs 

320 

283 

1920 

15v38 

461 

348 

Wages 

128 

92 

1201 

1134 

76 

59 

Interest 

17 

19 

300 

383 

17 

14 

CroM profit( + )/lQ88(—) 

202 

171 

1.306 

866 

13 

28 

Depreciation 

53 

49 

505 

484 

8 

8 

Taxation 

86 

72 

204 

— 

— 

— 

Net profit(+)/loss(—) 
Development rebate reserve 

57 

48 

898 

382 

5 

20 

5 

2 

334 

312 

0.3 

2 

Other reserves 

Dividend 

24 

19 

92 

68 

303 

5 

20 

Amount 

31 

24 

342 

4 

4 

Rate (per cent) 

E 13 

P 6 

12 

6 

12 

12 

8 

8 

Cover • (times) 

1.2 

1.2 

1.8 

1.3 

1.2 

4.5 

Ratioa (per cent) 

Gross profit/sales 

26.1 

26.1 

17.3 

13.4 

2.1 

5.41 

Net profit/canital employed 
inv^tories/iaies « 

8.1 

8.9 

ej 

3.9 

7.0 

6.9 

5.3 

8.6 

1.4 

23.2 

7.1 

11.4 

Wages/saiet 

17.1 

142 

15.7 

17.8 

11.8 

11.5 


Equity; P««P)referoii€er 
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FROM OUR CORRESPONDENTS 


NEW DELHI 

Holiday from Economics 


WITH political and administrative pre¬ 
parations for the Lok Sabha poll in full 
swinif, the inciting of the Committee of 
the National Development Council, of 
which all Chief Ministers are members, 
to iliscuss the existing arrangements for 
the levy of additional excise diit>^ on 
sugar, textiles and tobacco and its pos¬ 
sible r<?placeincnt by sales tax lost much 
of its importance. The meeting was ex¬ 
pected to provide an upi>(irtunity for 
sorting out the problems of preparing 
the Annual Plan for next year and de¬ 
ciding on the quantum and allocation 
of Central assistance to the States. It 
is obvious that these problems will now 
have to be shelved till the elections are 
over. Indeed the whole rangt^ of issues 
w'hich had come up in connection with 
the implementation of tl'ie Fourth Plan 
and the friiming of the Annual Plan for 
its third year have been pushed into tlio 
background. The entire political lead¬ 
ership will now be immersed in the 
electoral contest with little corlainty as 
to its outcfjme. 

No llADif:Ar. Measltre 

In deciding on a mid-term poll, a 
major consideration which weighed 
w'ith Government was reportedly its in¬ 
ability to face up to pressing economic 
probltmis with any degree of confidence. 
The Gtjveniment has now opted (or the 
risky venture of seeking a fresh man¬ 
date from the fdectoratc in the hope that 
it w^ill enierge stronger and will not 
have to depend on the support of other 
parties to maintaio itself in power. 

What has amie as a surprise, how¬ 
ever, is that Indira Gandhi has not 
thought it necessary to project any spe¬ 
cific iss\ios on which the election would 
be contested by the ruling party. Sug¬ 
gestions had been made that some last 
minute radical measures might be taken 
or annoiinced to create a suitable elec¬ 
tion plank — in addition to the aboli¬ 
tion of princely purses and privileges. 
It appears that nothing which was like¬ 
ly to create a favourable impression on 
the piibKc mind could be worked out. 

This issue had figured at the meeting 
ot the Congress Working^ Committee 
which is supposed to have given the 


green signal for the decision to ask for 
a mid-term poll. Maharashtra's Chief 
Minister had raised the question whe- 
thejT a plausible case could be made for 
taking the country to the polls unless 
it could be shown that the present Lok 
Sabha was in some way obstructing or 
standing in the way of the Government 
implementing its radical policies. Even 
the Constitution amendment bill to abo¬ 
lish princely purses and privileges had 
got through I^k Sabha. Young Turk 
leader Chandra Shekhar also posed the 
same question when he pointed out at 
the meeting that the Government had 
never brought before Parliament any 
one of the items in its Bombay pro¬ 
gramme or the subsequent decisions on 
tackling the unemployment problem and 
carrying out land reforms taken at its 
Patna session. 

It has suggested after the Working 
Ccunmittee meeting that some surprise 
announcements might be made before 
the Lok Sabha was actually dissolved. 
However, nothfag concrete could evi¬ 
dently be worked out in the short time 
available. It was also probably thought 
that keeping matters a little vague 
would be belter. Hence, the Prime Mi¬ 
nister, in her brief broadcast after the 
dissolution of the Lok Sabha had been 
decided on talked only in general tenns 
about the need for a fresh man<late. 
She felt that in the present situation the 
Ck)vcrnmenl could not go ahead witli 
“our proclaimed programme" and keep 
its pledges to the people. She avoidctl 
pin-pointing what this programme was 
and what precisely had stood in the 
way of its implementation. 

Non-Starter 

It was plain enough from die discus¬ 
sion at the meeting of the Congress(R) 
Working Committee that the real 
reason for going to the polls now rather 
than a year later was not the difficul¬ 
ties, real or imaginary, in the way of 
carrying out any particular policy or 
programme. What tilted the scales in 
favour of a poll was the joc^gment of 
the party leaders that the present was 
the most opportune time from die point 
of view oP the party. The eleetto cam¬ 
paign that we are going to witness will 


he dominated by vague promises and 
postures rather than by specific pro¬ 
grammes and policies. It can* be taken 
for granted that any commitment to the 
Plan, or to economic development in 
general, will be completely missing. 
The Fourth Plan, it seems, is destined 
to remain a non-starter even though it 
is about to enter its third year. 

The manner in which the Indian Air¬ 
lines pilots' strike has been handled 
should be a matter of considerable cora- 
cem. The management of the Corpo¬ 
ration has had to go a long way to¬ 
wards meeting the demands of the pi¬ 
lots. In fact, the strike could have 
been settled on such terms much earlier 
and all the discomfort to passengers and 
loss to the airline, estimated to exceed 
Hs 2 crores, could have been avoided. 

Two Voices 

Throughout the negotiatic/ns with the 
pilots the management of lAC and the 
Government appeared to be talking with 
two voices. The lAC's part-time chair¬ 
man had at the outset taken a tough 
stand in favour of strong action against 
the recalcitrant pilots. But once the 
Ministry of \IIivil Aviatioii took a hand, 
it became difficult to maintain this po¬ 
sition. As a result there was the un¬ 
edifying spectacle of strongly-worded 
ultimatums to the pilots ultimately, 
coming to nothing. The embarrass¬ 
ment caused to the chairman of the 
Corporation was pin-pointed by his 
conspicuous absence ditring the final 
round of negotiations which led to the 
agreement. 

For the moment the lAC chairman 
has denied rumours that he is propos¬ 
ing to resign. Nevertheless the manner 
of the Government's intervention in the 
dispute with the pilots is bound to have 
long-term consequences for the 
iveness of the Corporation's manage¬ 
ment. The whole episode has raised 
once again the question of the Govern¬ 
ment's relationship with public sector 
undertakings. While there is much talk 
of autonomy for the managements of 
these enterprises, it has been shown 
once more that the Government willy- 
nilly gets involved in any major issue 
relating to any public enterprise, espe¬ 
cially one like the lAC which is very 
much in the public^ eye. Asid once 
Covemment takes a hand, Ihe manage¬ 
ment of the enteiprise hu perforce to 
take a bade seat. 










BHUTAN 

• Only the Mountains Are Serene 


THOUGPjf the snow-clad peaks of 
Chomolahari appear calm and serene 
as ever, the recent ’ address of King 
Jigme Dorji Wangchuk to the winter 
session of the Tsongdu, the Bhutanese 
ppirliament, underscored the nervous¬ 
ness in the country about China’s in¬ 
tentions. Though leaders in New Delhi 
will be too busy with the election to 
Parliament when the Bhutanese King 
visits India at the invitation of President 
Giri next month; Jigme Dorji intends 
to do some plain speakinje; about his 
assessment of recent Chinese moves and 
about New I>dhi^s responsibilities in 
this context. The King had pointed out 
‘ to visiting Indian journalists during 
President Giri’s visit to Bhutan that this 
part of the world had once again be¬ 
come politically and militarily sensitive. 
He had then spoken of repeated Chin¬ 
ese incursions into Bhutan and of a 
massive military build-up and 
sion of roads in Tibet across the border. 

Among all the countries on China’s 
I^crimcter Bhutan is the most backward 
and perhaps the least known to the out¬ 
side world. It was only alter the oc¬ 
cupation ot Tibet by China in 1950-51 
that Bhutan was compelled Jo sit up and 
take notice of the world outside its 
holders. Its culturaNand trade ties had 
beam mostly with Tibet. These now 
ceased practically overnight. Besides, 
official Chinese statements often gave 
the impression that the Chinese regard¬ 
ed the three Himalayan kingdoms of 
Sikkim, Bhutan and Nepal as parts of 
China which had been lost to British 
imperialism. In a book “Short History 
of Modem China”, published in 1954 
by the Foreign Languages Bureau, Pe¬ 
king, maps were included which 
clearly laid claims to Sikkim, Bhutan 
and Nepal. 

When the Chinese followed up all 
this by starting to build roads along the 
Bhutanese border, Prime Minister Nehru 
paid a hurried visit to Bhutan. (Since 
there was no direct road from the south, 
he had to go era mule back passing 
through Sikkim and the beautiful Chum- 
bi valley in Tibet.) Nehru's main ad¬ 
vice to the young Bhutanese King, who 
w'as then hardly 28 years old, was to 
introduce modem reforms in the coun¬ 
try. "After Nehru’s visit relations be¬ 
tween India and China further deteri¬ 
orated following the Dalai Lama’s flight 
from Tibet in Mlrch 1059. A large 
number of TibeUns entered Bhutan at 


that time. About the same time, the 
Chinese occupied eight Bhutanese en¬ 
claves — Khangri, Tarchen, Tsekhor, 
Diraphu, Dzong Tuphu, Jangche, Cha- 
kip and Kocha — which had been 
under Bhutanese administration for the 
last three hundred years or so. In a 
communication to the Government of 
India in 1959 the Bhutanese Assembly 
pointed out that in some of its latest 
maps China had showTi territories in 
north and east Bhutan as part of Tibet. 
The Government of India, in its notes 
of August 19 and 20, 1959, requested 
the Chinese Government to restore the 
rightful authority of the Bhutanese Gov- 
eniment over the eight enclaves and 
also protested against the publication 
and circulation of erroneous maps. 

Almost at the same time Bhutan asked 
the Government of India to start con- 
striicb'on of a road to link its so far iso- 
lated capital \^ith the Indian border. 
A team of Indian economic experts vi¬ 
sited Bliutan in early 1961 to assess the 
scope lor economic development of the 
kmgdom. On the basis of its report, 
a five-year plan was drawn up and the 
Covernnient fjf India began giving eco¬ 
nomic aid to Bhutan. The ofitJay of Bs 
17 Cl ores on the First Plan was entirely 
financed by India. The Seccrad Plan, 
with an outlay of Rs 21 ciores, is now 
about to be completed and the Third 
Plan is be*ing drawm up. It will 1 :k* 
financed, once again, entirely with 
Indian aid. Besides this, the Indian 
Border Roads Organisation has spent 
over Rs 30 crores since 1962 on the 
construction of roads and bridges in 
Bhutan. At Bhutan’s request, India 
also sent a military mission in early 
1963 to train the small Bhutanese army 
of about ten thousand, equipped with 
light infantry weapons, in modem war¬ 
fare. 

Chinese Strategy 

What is the present Chinese strategy 
in Bhutan? China’s approach seems to 
be a two-pronged one. On the one hand, 
China is mounting pressure along the 
entire length of the Tibef-Bhutan bor¬ 
der by constructing wide roads, canton¬ 
ments, military posts and gun positions. 
There have also been numerous intru¬ 
sions into Bhutan, if what King Jigme 
Doiji revealed to Indian journalists du¬ 
ring President Giri's visit to Thimphu 
is true. In July 1966, the Chinese al¬ 


legedly occupied a part 6f the steategle 
area called Doklan in soudi-west Bhu¬ 
tan. Besides these known incidents^ 
during the last two years the Chinese 
are believed to have occupied some 
chunks of nortliem Bhutan. At the 
same time, the Chinese have been send¬ 
ing out feelers across the Tibetan bor¬ 
der, as well as from Kathmandu and 
Gangtok, trying to draw Bhutan closer 
to China and away from India. Attempts 
have also been made to tempt Bhutan 
with economic aid. In its overtures to 
Bhutan, China has not been slow to 
take advantage of the slightly strained 
relations between New Delhi and Kath¬ 
mandu following the failure of the 
trade and transit talks between the two 
comitries in October last year. 

Within the country tfwi young Bhu¬ 
tanese King has launched several re¬ 
forms, including the introduction of 
coiibtitutional monarchy. But despite his 
efforts and die five-year plans, Bhutan 
remains a very backward country. It 
has no university or college, no news¬ 
paper, no radio station and, with the 
exception of a helicopter presented to 
the King by India, no air service. The 
countiy will get a large dose of expo¬ 
sure to tlio outside world when it be¬ 
comes a member of the UN, as it has 
said it will soon, and diplomats of other 
countries come to take up residence in 
Thimphu. 

Recently there have been disturbing 
reiiorts of a large Chinese build-up in 
the Chumhi valley on Bhutan's border. 
Heavy convoys are reported to have been 
seen moving after dusk not far from 
Bhutanese border checkposts. There are 
a few^ Bhutanese in Tibet and King 
Jigme Dorji fears that they may lend 
themselves to be used to advance 
China’s plans in Bhutan. In Sikkim 
Indian troops are stationed all along the 
Tibet-Sikkim border. But Bhutan, 
though it has a longer border with 
Tibet, has no Indian soldier on its soil. 

In his recent address to it, the King 
has indirectly appealed to members of 
the Bhutanese parh'ament, the Tsongdu,. 
to realise the need for a drastic change 
in the country's defence policy. Accord- 
ding to well informed sources, when 
the King visits New Delhi he will ask 
the Government of India to fulfil its 
commitments with regard to the de¬ 
fence of Bhutan as had been agreed 
upon between the two countries. Al¬ 
though it is not mentioned in the 
Indo-Bhutasnese treaty, it is understood 
that there was some understax^ing bet¬ 
ween New Ddhl and Thimphu which 
the former has quietly chosen to for¬ 
get during last couple of years. 


13 



EGcmfl^c AND 


Janoacy 2, 1971 

Cracks in the Government Structure ' 

Sumanta Banerjee 


THE Calcutta Police Commissioner is 
reported to have ciiculated among 
policemen excerpts from a book on 
defeating Communist insurgency written 
by Robert Ttuimpson {Siiiti’srnan, Cal¬ 
cutta, December 1 1^70). Robert 

Thompson headed the British Advi¬ 
sory Mission in \"ietnarn from 1961 to 
196^. The need to tram policemen in 
countcr-insiirgenc\ nieasuies suggested 
h', a Vietuain war export is an in¬ 
direct compliment to the power of the 
Naxalites, although we aie being told 
ull and on lhai their influence is fast 
declining. Ii would be mteiesting to 
iccall here that after the publication 
of “Defeating Communist Insurgency'*, 
which was based on his expeinmcc in 
Malaya and Vietnam, Thompson wrote 
another book entitled “No Exit from 
Vietnam", ad\ocating the continuz.tion 
of American presence and of the war 
in Vietnam. The circulation c\f the 
views of such a person by the police 
authoiitics of Calcutta is i>crhaps an 
indication ol the shapt^ of things to 
come m West Bengal. 

While the police claim to be follow¬ 
ing Thompson's advice to opeiate “in 
accoidance with the law”, when deal¬ 
ing with Naxahtes, 1 wonder whether 
they have taken note of a signihcant 
warning made by the author in the 
sanu' book: “ unless the ciacks in 

the government stiucture are mended, 
military operations and emergency 
measures, apart from being ineffectual 
may themselves widen the cracks and 
be turned to the enemy’s advantage." 
He* then goes on to stress the need 
for economic reforms and measures for 
material well being to win the confid¬ 
ence of the people. 

It would be worthwhile to ask how 
far the Central Government, both in 
the past and the present, has paid 
attention to West Bengal’s need for 
material well being. Today many are 
shocked by the ferocity of what is 
happening in the State, but they either 
forget conveniently or are blissfully 
Ignorant of the long history of neglect 
stretching behind the present turbul¬ 
ence. . West Bengal along with three 
other States of the eastern zone, 
Assam, Bihar and Orissa, supplies the 
bulk of raw materials for the nation’s 
industriesuand eiirns the largest amount 
of foreign exchange through the ex¬ 
port of jute, tea and minerals. Strange¬ 
ly ^enough, all these four States are 


gradually relapsing into a zone of in¬ 
dustrial and economic backwardness. 
A few relevant facts would leveal that 
right Irom the days of Independence, 
the Centre’s policy, cither deliberate 
Ol callous, has led to the present situa¬ 
tion. 

Till Independence engineering indus- 
tiies in the Eastern zone thrived main¬ 
ly because of the easy availability of 
iron, steel and coal in the area. In 
1956 the Government of India equa¬ 
lised steel prices at all depots out of 
d desire to encourage a “better geo- 
giaiihic distribution of industnes and 
also stimulate the dispersal of indus¬ 
tries ail over the countiy” (Ministry 
of Commerce and Industry, Annual 
Report, 1956-57). In pursuance of this 
pohci, the Government further decid¬ 
ed to subsidise the transport of coal 
fioin the mines in llie Eastern zone 
to the mills elsewhere. This resulted 
m greater consumption ot steel in 
regions relatively distant from the mills 
in eastern India. In 1948, eastern India 
accounted for nearly 60 per cent of 
the Indian demand tor steel. This came 
down 1o 17 prr cent in 1960-61 By 
this time the share of northern India 
had grown rapidly. 

One does not grudge the industrial 
prosperity of other parts of India. But 
one wished the Government of India 
had showed similar generosity towards 
the eastern zone when there was a 
demand that the cotton textile mills 
of West Bengal should be enabled to 
have law cotton at the same prices as 
the mills m the western region. The 
cotton textile industry is concentrated 
ill Maharashtra and Gujarat, and West 
Bengal has made little headway in ex¬ 
panding m this direction. But appar¬ 
ently the Centre’s policy of “better 
geographic distribution of industries” 
and “dispersal of industries all over 
the country” does not apply to West 
Bengal. As a result, there is a grow¬ 
ing feeling among many in West Ben¬ 
gal, which IS also being voiced now 
and then by certain Leftist politicians, 
that the Centre is treating West Ben¬ 
gal like a colony by utilising its re¬ 
sources to develop industries elsewhere. 

The feeling is aggravated by the 
dismal picture of industrial growth in 
the State during the l^st one decade. 
The number of new companies regis¬ 
tered in West Bengal declined from 
431 in 1960-61 to 365 in 1965-66, 213 


in 1967-68 and 199 in 1968-69, The 
total number of industrial licences 

granted by the Centre to West Ben¬ 
gal during 1964-68 was only 276 against 
539 to Maharashtra. Added to this is 
the closure of about 165 factories in 
West Bengal today leading to un¬ 
employment and retrenchment of 

thousands of workers. Moreover, 
factories and offices are being shifted 
from the State, throwing out of 

jobs more people. Out of the 10 
companies which applied to the Union 
Ministry of Industrial DevelopmAt for 
peimission to shift ihcir factories dur¬ 
ing 1967-69, at hast three were allow¬ 
ed to do so. The Centre itself has 
contributed -its share to the flight of 
offices. In the name of decentralisa¬ 
tion, it has shifted part of the office 
of the Director of Audits and Ac¬ 
counts, Post and 'I’elegraphs. It has 

also recently closed down the Silver 
Refinery works in Calcutta. The em¬ 
ployees are still awaiting the iinple- 
nmitation of the Centre’s promise to 
give them alternative jobs. Labour 
troubles which have been plaguing 
We.st Bengal for the last one decade or 
more and which have been blamed for 
the present stunted industrial activi¬ 
ties, should therefore be viewed in 
the perspective of the above-mentioned 
facts 

While ther (Vntre could be blamed 
lor refusing to invest any more in West 
Bengal and for perhaps continuing to 
treat West Bengal as a colony as long 
as it yields the raw materials, one 
might as well ask the Leftist parties 
of the State, who came to power twice 
and are likely to win the elections 
again, how they propose to solve the 
problem. The experience of the last 
two United Front Governments has 
shown that they could not prevent the 
Centre from starving the State of eco¬ 
nomic assistance nor could they force 
it to grant the State some measure of 
autonomy lo enable it to utilise its own 
resources fully. Whenever the Leftist 
parties, forgetting for some time inter- 
party squabbles, sought to take even 
the least radical measures, like occupa¬ 
tion of vested lands, the rural feudal 
elements took recourse to the judiciary 
to scuttle the move. And when they 
wanted to implement wage-board re¬ 
commendations in the industry, the 
mill magnates wore easily able to throw 
overboard all such recommendations as 
could not be made binding on them. 

The Centre’s role in West Bengal’s 
labour politics has, also emboldened 
the private industrialists who draw 
inspiration from its tough handling of 
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the Durgapur jjtrike. Moreover, the 
numerous provisions in the Constitu¬ 
tion weighing in favour of Central 
dominance have been more and more 
used in the case of West Bengal since 
1967, 

The scope of paciitication js thu^ 
limited in West Bengal. In sp»te ol pro¬ 
mises of investments by the Stale Gov¬ 
ernment, private industrialists fight 
shy of investing Promises of land re¬ 
forms can be dismisvsed as irrelevant so 
long as the feudal interests in the 
countryside are maintained. Benefits 
like more pav for white-collar em¬ 
ployees and school teachers, or right 
to form unions and fight lor more 
wages in factoiics, guaranteed during 
the UF regime, seldom have any last¬ 
ing cfTect in a society caught up in 
the vicious circ;le of inflation. 

These experiences arc hastening in 
West Bengal the piocess of disenchant 
ment with the present state structure 
—a process which has just begun else- 
v^here in India. A blight of cynicism 
and disgust is slowly settling down 
in the State-. It js, precisely because 
of this that Naxalism was able to take 
roots fii.st in West Bengal. The poli¬ 
tical aspirations of the ru'^al landless 
and the uiban >outh were crying lur 
outlets which the parJianuntary Leftists 
did not dare to piovide, burdened as 
they were with constitutional obliga¬ 
tions and bogged down in electoral 
politics. The im-vLtiible results follow¬ 
ed. As Lenin once said of the situa- 
rion in Russia before the revolution, 

■ “Anarchism was often a sort of pun¬ 
ishment for the opportunist sins of the 
working class movement” (.“Left Wing 
Communism*’) 

But the anarchism of the Naxalites 
of West Bengal should not be confus- 
’ed with the activities of the armed 
nationalists of Ihe 1930s. The attacks 
on certain individuals in the adminis¬ 
tration and the police arc not being 
made with the lond hope ot bringing 
down the Goveinment at one stroke. 
The CPI (ML) repeatedly warns the 
p’coplo in its pamphlets that it is go¬ 
ing to be a protracted war. if it is 
hailing the assassination of individual 
members ol the administration ^ud 
police, it is doing so to convince the 
people of the vulnerability of the 
government and to establish the cull 
of violence as the only means to ovei- 
throw. the government. It hopes that 
this might pave the way for the future 
mass acceptance of physical force as 
opposed to the hitherto followed 
Leftist politics of agitation, electoral 
pressure and other constitutional and 
semi-constitutional means. Thus this 
minority of revolutionaries are acting 
aa catalysts for future mobilisation of 


necessary to rouse the consciousness 
of people on the one hand and to 
aggravate class conflict by forcing the 
ruling class to be repressive on the 
other. 

Judging by the effects of their ac¬ 
tions on the people and the Govern¬ 
ment, it appeals that the Naxalites 
have succeeded in achieving their limit¬ 
ed objectives to a certain extent. To 
begin with, the uprising at Naxalbari 
in 1967, although crushed soon, tuin- 
od the attention of the people to the 
problem of the landless who came to 
be recognised a.s the backbone of the 
future revolution. It also forced the 
next United Front Government to make 
some efforts at land distribution 
among the landlt-ss and in the process 
an unprecedented militancy was un¬ 
leashed which IS still today sweeping 
West Bengal’s countryside. 

When the Naxalitc city actions 
started in the shape of writing Maoist 
slogans on walls and desecration of 
statues, they were allowed to pass 
iighthoartedly as unimportant. Talk of 
uiban guerilla actions even a few 
months ago was pooh-poohed in offi¬ 
cial circles in Calcutta. But soon mur- 
dcis of policemen, retaliation by the 
authorities and other acts of individual 
teirorism carac to be charged with a 
tragic and inlensr significance. Viol¬ 
ence today has become the established 
rule in West Bengal. The various 
stages through which Goveinment le- 
action passed resemble the i>pical res¬ 
ponses to guerilla actions in South- 
Fast Asian countries. At fust the Gov¬ 
ernment was apt to treat it as a tradi¬ 
tional problem for the police and 
military, forgetting that the people to 
be dealt with were not common crimi¬ 
nals but dreameis with a violent mis¬ 
sion As dependence on local police 
was found to be ineffective, the Cen¬ 
tral Reserve Police had to be impoit- 
ed. At One stage, a whole district— 
Krishnagar—had to be handed over to 
the military. The next stage came with 
the deploying of plainclothes police¬ 
men. The atrocities that followed—in¬ 
discriminate arrests, house to house 
raids, shooting down of young stu¬ 
dents in the streets—^are too well 
known to bear repetition. Finally came 
the Prevention of Violent Activities 
Act, giving the police the legal sanc¬ 
tion for what they have been doing 
so long. Significantly, even after this 
the Naxalite operations continue un¬ 
abated in West Bengal. 

To the extent the Naxalites are able 
10 force the Government to deploy 
more police and go in for military 
operations, they hope to succeed in 
alienating the Government from the 
people and sharpening the process of 
polarisation^ since persecution instead 


of terrorising into submission'a peo¬ 
ple who are already frustrated and 
desperate, is apt to channelise their ^ 
bitterness against the Government. In 
spite of the Government propaganda 
that the people are resisting Naxalite 
activities, the fact remains that almost 
everyday in one part or another of 
West Bengal policemen, jotedars, busi¬ 
nessmen are being killed, often in 
broad daylight, in crowded streets, and 
the assassins are eluding apprehension. 
This can only suggest that they have 
succeeded either in getting shelter 
among the people or in neutralising 
the iieople suflicienlly no that they 
do not bother to infoim the police. 

In certain respects, the Naxalites, 
without being able to set up a parallel 
administration, arc powerful enough to 
impose their laws. Calcutta’s highest 
paid physicians for instance have been 
threatened with dire consequences xf 
they did not bring down their fees. 
Reports that in some cases the threats 
have worked indicate that the first pre¬ 
requisite of guerilla warfare-^eroding 
people's faith in the protective power 
of the administration -— has been 
achieved to some extent. 

The other familiar condition.s for theC 
beginning of a guerilla warfare—gene-^ 
lal breakdown of law and order, gra¬ 
dual collapse of the administration, ' 
growing agrarian unrest, a general loss ( 
of faith in the old values—are fast 

maiuring in West Bengal. Along w^ 
these, however, there are also certain 
disquieting features. Anti-social actm- 
tics, personal reprisals and settling TO ^ 
old scores are masquerading as Nax^ ^ 
lite operations. An atmosphere of frsP J 
tricide and blood-tin i s Liness is prevail^ ) 
ing. There is a possibility of thfce " 
anti-social lumpen proletariat’s turning 
the tide into a counter-revolution. ' ] 

It IS true that many CPl(M) workers 
arc being killed by the Naxalites and ^ 
vice versa. But based on this, the 
CPl(M) propaganda that the Naxalites 
are being used by the police to finish 
off the Marxists, does not stand to 
test. If the Government considered 
the CPl(M) its main enemy in West 
Bengal, it would not have provided 
police protection to Jyoti Basu and its 
other leaders. The latter should have 
had the honesty to refuse such pro¬ 
tection if they were serious ip con¬ 
sidering the Government their main 
enemy. It does not look appropriate 
either lor the CPI(M) to wail about 
attacks on their ranks. If it, claims to 
be a militant l>arty, as it did during 
the UF regime, it should have the 
necessary machinery to protect its. 
leaders and ranks, instead of hating 
had to depend on police protection. 
Where are the so-called Red Guards of 
the CPI(M) who used to flaunt their 



icd scaives on the streets of Calcutta 
during the UF regime? 

One cannot predict the future. But 
aftei what is 'opening today in West 
Bengal, nothing can be a.s it was be¬ 
fore. If the present pliase of the Naxa- 
lue movement fails and is crushed by 
a superior police force, that would not 
lessen its significance or future possi¬ 
bilities. It should be borne in mind 
that in certain parts of West Bengal 
today, almost every home having a 
member of the ago giouti is in¬ 

volved, eiihcr thiough the direct parti¬ 
cipation of the youth in Naxalite acti¬ 
vities or thiough passive sympathies 
.> as a victim ol senseless police per¬ 
secution. What would these young peo- 
p\e look forward to after the failure 
of the movement? Is there any chance 
of their social rehabilitation? The eco¬ 
nomic impasse prevents any such solu¬ 
tion. Invariably they would have to 
fall back upon a similar mode of ac¬ 
tion, or pci haps chastened by experi¬ 
ence, they might chisel finer modes. 
The lessons ol tlicir actions on the 
next generation should not be lost sight 
of cither. 

'fhe glowing tendency on the part 
of the Ceiitie to dominate West Ben¬ 
gal might bleed new sentiments. A 
di'siic to become independent of the 
C-ontral authority might well grow. 
The dcveli)]^niinits in East Pakistan, 
although on a dilTcrent political level 
from those iri West Bengal, are a 
poinlt r. The Jesuits of the elections 
then* and Sheikh Mujibur Ralimai/.s 
insistence on autonomy for East Pakis¬ 
tan, may inspiic new thoughts in a 
similar direction among the Bengali 
masses on this side of the border. 

It is at this point that the Naxalites 
may seek to channelise the sentiments of 
the people of West Bengal. They might 
as well transfer their limited appeal 
on social and economic grounds chiefly 
alTccting the landless into a national 
appeal against Ccntial domination. Such 
an appeal would draw the impoverish¬ 
ed middle class and even a section of 
the p< tty industrialists of the State. The 
Na.xalites realise that capitalism in In¬ 
dia is not so harmoniously built that 
the various .springs of rebellion can of 
themselves meige at one effort. Since 
lh(' \Ve.st Bengal ccuiiotny has reached 
a stage of decadence, it may soon be¬ 
come Ihe “weakest link” in the chain 
of capitalist exploitation in India, and 
thus provide them with an opportu¬ 
nity to build a sanctuary. 

The Ce‘nin\s invohemciu may not 
lemain confined to the adot^tion of 
counter-insurgency measure.s learnt from 
icxubooks On Vietnam The CPI(ML) 
leadership docs not rule out the inter¬ 
vention of US forces in the distant 
future. Like the success of their many 
other objectives so far, the Naxalites 


may onc‘ day be able to achieve their 
main aim of convincing the peopll ol 
India that the Government is dictated 
to by the USA. 

The CPKML) leaders appear to be 
aware of the immensity of Ihe task 
and of the need to create as many 
fronts as possible all over India, so 
that if West Bengal ever becomes an 
Yenan, it may not remain an island to 
be encircled and crushed. start as 
many iioints of armed stiuggle as 
possible. Don't try to concentrate. Ex¬ 
pand anywhere and everywhere" 


.(Charu Maxumdar'.s speech introduc¬ 
ing the CPI(ML)’s ],)olitical organisa¬ 
tional report at the secret conference 
of the party in May, 1970). 

It is diflicult to predict the future 
of such an ambitious project. As the 
socio-economic situation in West Brn/- 
cal and the rest of the country deterio¬ 
rates, new factors might emerge breed¬ 
ing new political forces. Naxalism in 
Its present form may disappear. But 
It will remain an episode in the train¬ 
ing of a new generation of revolution¬ 
aries. • 
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Will China Desert? 

Harish Chandola 


COMMUNIST inovemi'nts in South- 
East Asia arc voicing concern over 
the new foreign poli(\v of China to 
(■stahlish (liplc^inatic relations with a 
niiniher of countries. They are afraid 
that China, by establishing diplomatic 
ties with countries ul this region, 
might give up its suppoit for the com- 
nuiritst-Jed “liberalion struggles” in 
the area. 

On th(‘ othei; liainl, luicouiaged by 
llu* policy change in China, various 
South-East Asian countries, led by 
Malaysia, are initiating moves to open 
negotiations with Chin<i foi actually 
I’^tablishing such relations. It Is tliese 
moves which have caused concern 
among the communist movements 
which aie now openly asking China 
\\h(‘thcr it would abandon its .suppoit 
to the liberation struggles in the area 
and compromise its x^^^inciples in order 
to liecome popiilai by establishing 
diplomatic lelations with countiies 
whose policies it had eondemued 
earliei. * 

These (luestions !mc being asked all 
over — from Burinii, where th<‘ Gov- 
(‘rnment is expecting an ambassador 
irom China any ilay, to Jakaila, 
where the Goveinmcnt is anxious to 
resume diplomatic relations with China 
provided China stops attacking the 
Suhait6 regime in its broadcasts. Yet 
the only paity which has published 
•these questions is the f.eft paity in 
Singapore, the Barisan Sosialis Malaya. 

In a lecont iJiiblication. it has asked • 
“What will the future policy of China 
he? Will China join the US-domi- 
nated United Nations that is l)ecorni;ig 
more and more disciedited every day ? 
How will China’.s new formula in the 
establishment oJ diplomatic ’elations 
with foreign countries affect the peo¬ 
ple's anti-imperialist ktriiggle?”. No 
longer certain of the Chinese attitude, 
the publication adds: “f)nlv time will 
tell . . . 

The feeling is that China is no 
longer' insisting on the principle that 
the country which w^ants to establish 
diplomatic relations witli it should first 
accept that Taiwan Is an inalienable 
part of tile territory of China. W'hile 
China -and Canada» in their 20-inonlh 
talks on establishment of diplomatic 


ties, had lought ovei this point with 
China insisting that Canada would 
have to accept that position before 
diplomatic ties could be established, 
Canada hud resisted. And, after 20 
months, Cliina had given in on that 
pjinciple. In tlie joint press release 
issued by the twt) countries on the 
successful conclusion of the negotia¬ 
tions, Canada had merely said that it 
“takf’s note of the position of the Chi¬ 
nese Governinent” that Taiwan is an 
inalienable pail ol the People's Be- 
publie of (Jhina, 

“Takes note*’, as the Barisan pubH- 
(Ation said, does not niea-ii “accepts”. 
'J’he (Canadian Foreign Minister, Mit¬ 
chell Shaq), had claiiRed this to mean 
that “Canada does not consider it ap- 
propiiate eithei to endorse or to ehab 
lenge China's stand that Taiwan is an 
inalitMable pait of China”. The Bari¬ 
san publreaUon aigued, Canada thus 
neither accepted nor rejected the fact 
that Taiwan was a part of China 
This could onK' mean that Canada had 
not reall.v accepted that Taiwan was a 
province ol Clifiia, which in the final 
anaKsis could only mean that Canada 
had not forsaken its policy of “one 
China, one Taiwan”, which was only 
a variation ol the “infamous ‘two- 
Chiiia’ policy i>ursued by the US-Bri- 
tish impelialists”. In the past, China 
liail rejected propositions to establish 
diplomatic relations with countries 
which favoured the “one China, one 
Taiwan” policy. In fact, this is one 
ol the main reasons why to-date China 
and Biitain’have not exchanged ambas¬ 
sadors, even though Britain had re¬ 
cognised China in 1949. 

Italy a'lid Ethiopia, too, have esta¬ 
blished diplomatic relations with China 
without categorically accepting the 
Cffiincse position that Taiwan is a part 
ol China. Now, Belgium and New 
Zealand have intimated that they wish 
to establish diplomatic ths with China, 
and other Western countries arc likely 
to follow suit, Belgium and New Zea¬ 
land, too, have all along suppnrted thft 
“two-Chiiia” policy. 

The Malaysian Government has also 
publicly .stated that it had sought help 
of intermediaries to esliiblish diploma¬ 
tic relations with China. The Singa- 
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l>ore C^overnment, headed by Prime 
Minister Lee Kuan Yew, is also keen 
to establish relations with China. 
Naturally, this is wliat the Barisan 
considers the most dangerous tr«id. Its 
publication says: “Today even the 
Hazdk and tire Leo Kuan Yew puppet 
regimes iii Malaya [the parly docs not 
recognise Malaysia and Singapore as 
two sexraratc countries and ctiutinues to 
call tlicni Malaya] speak of their sup¬ 
port for China in the United Nations 
.... Will they all be able to esta¬ 
blish diplomatic relations with China?”. 

Indeed, it is certain that commu¬ 
nist movements in South-East Asia will 
leeeive a setback if China establishes 
diplomatic relations with countries of 
this region. China so far had been the 
.stiongc.st supporter of these move- 
ini'iits. But if it establishes diplomatic 
ties with the very regimes these 
movements arc fighting against, what 
will happen to the support it has ex- 
t(*!ided till now? Tlic establishment of 
such relations is bound to be inter- 
])reted as a Chinese attempt to with- 
diaw its support from communist 
movements in these countries. 

Hou^ever, it is not that all the com- 
iminist movements in this region are 
united in e.vpit'ssing apjirehension 
about tlie new policy of China. In 
fact, China's neu imlicy has divided 
the movements which have always had 
elements, mostly of Chinese origin, who 
have believed that whatever China says 
is right. These elements are now saying 
that China, by eslablislimg diplomatic 
relations with a number ol eoirntries, 
is merely trying to break out of the 
isolation imposed upon it by the United 
States. To this, those critical of the new 
Chinese policy say that China was never 
isolated, that more and more countries 
are now coining out to support its entry 
into the UN, that China is becoming a 
strong world power which other coun- 
tiics are no longer in a position to easily 
ignore. They also say that US influence 
in the world is fast duandliiig and that 
it is becoming clear that the US policy 
ul isolating Cliina is completely bank- 
lupt. Why then is China, at this junc¬ 
ture, giving up its principles — by let¬ 
ting countries establish lies with it with¬ 
out tlieir having to endorse tliat Taiwan 
is a part of it and by slackening its 
struggle against (Soviet) revisionism? 

Almost all the communist parties in 
South-Ea.st A.sia had gone U/ the Chi- 
nc.se camp in the ideological struggle, 
over “revisionism”, witli I hr Soviet 
Communist Party. But now they <fiec 
that China has slackened its attacks on 


17 






ECONOMIC AND POLITICAL WEEKLY 


the Soviet Union, and they apprehend 
that it might make up with that coun¬ 
try (w the ideological (luestion. Jf 
that happens, the position of the com¬ 
munist 'parties in South-East Asia will 
become difficult. -Tliey have alrea<ly 
(jarned the hostility of the Soviet 
Union by joining China in denouncing 
‘‘Soviet revisionism”. Many of them 
are now saykig that they should keep 


LONDON 

Vicious 

Farrukh 

CHARLES VVINTOUR, in a brief 
memoir about his undeigiaduate days, 
tells how student demonstrations were 
invariably refern d to as ‘orderly’ or 
•disorderly’, the terms ‘violent’ and 
‘non-vi(dent’ being reserved for revolu¬ 
tionary colonials and for Gandhi. 
Times have changed The most 
bothersome demonstrations are now at 
home. British Maoists and liadc-unio- 
nists can’t be lehcd on to be merely 
‘disordcily’. Charles Wmloui is now 
the editor of the influential bvenin^ 
Standard and, being eifgagcd in ihw 
game of the puppet-control of defini¬ 
tions, was caught up, during the go- 
slow of the I'lcctiical workers uvei the 
last two weeks, in a fracas of his own. 
He came out of it talking furiously 
about the freedom of the Press, mean¬ 
ing of course freedom for editors and 
the interests they represent. 

What happened was this. The power 
workers’ go-slow had gone on for a 
week. They were demanding five 
pounds on thcii basic wage, a justifi¬ 
able increase as they had fulfilled the 
requirement of increased productivity, 
had readjusted to the unemployment of 
a laige percentage of their union mem¬ 
bers, had waited a sufficient time 
•before putting in their claim, had a 
record of co-operation with their em¬ 
ployers and had been left far behind 
by more militant unions (good luck 
to them) who had less “impressive 
records”. The Conservative Govern¬ 
ment. in line with its policy of trying 
to solve the country’s difficulties by 
cutting social services and victimising 
the working class by legislating to keep 
wages down, instructed the nationalised 
electrical management not to give the 
workers the increase. The Press laun¬ 
ched one of the most vicious and 


out of the ideological struggle between 
the communist giants and concentrate 
on their own armed liberation strug¬ 
gles. Tliey aie looking to the exainph* 
of North Vietnam and thi* South Viet¬ 
nam Liberation pi oat, who did not get 
rnvolvcd in tfu^ ideological di.sputc and 
concenliated on ihcii own struggles so 
that they were on good terms with both 
and received In Ip from both. 


Campaign 

Dhondy 

biased campaigns of opinion manipula¬ 
tion in its lecent ‘fiee’ history. 
Directed by editors, journalisls wiote 
fantastic sob .sioiies about old people 
suffering the cold and hospitals having 
to get by with power to their bean 
and lung machines curtailed. The 
countiy’s rcsidLMiiial aieas had (hen 
power cut. A man whose life depended 
on a machine died and the papers 
shrieked about muider. People sat 
TV-lcbs in the dark swapping stories 
about emergencies and the wars, the 
mote conscious reminiscing about the 
Gencial Strike and the governmental 
jxilicies which caused the poor to 
suffer. 

It was a clcvei campaign. Not a 
word was heard about the justice of 
the Union’s claim. No paper bothered 
to say that it wasn’t the workeis who 
were allocating the electricity, it was 
the management and the goveinment. 
Even by candlelight it should have 
been crystal clear lliat the power tot 
advertisements and shop signs bad 
been given priontv over power lor the 
people, for schools, for hospitals. No 
one pointed out that industry, the 
heaviest consumer, was left switched 
on. Even the concern for an uninter¬ 
rupted commercial Christmas outweigh¬ 
ed the demands of the sick, the old 
and the cold, as the fights exhorting 
people to buy and be merry were put 
out only in the final days after the 
Government proclaimed an emergency. 

Into this brainwashing campaign of 
the media entered Jak, the cartoonist 
for the Evetiing Standard, with a cari¬ 
cature of a hunchbacked brute repre¬ 
senting the British worker, his teeth 
bared with greed, his hand outstret¬ 
ched to beg. The caption under the 
cartoon said: “Black-out hits sick. 
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iron lung, kidney machines fail, aged 
freeze, accidents mount”. When the 
paper went to pi ess however, the 
Federated House Chapel of the pro- 
duciiun workeis’ union h«dd a meeting 
on the floor of the press and decided 
lo protest against this libel against 
fellow-workers by the managemeni 
class anies. They stopped production 
of the paper. ImmediaP'ly the cry of 
censorship went up in Fleet Stieet. 
The editor, Charles Wintour, rushed 
down and worked out a loaded com- 
pionuse allowing the woikers to pub¬ 
lish a letter against the caitoon in the 
same issue but a page behind. The 
newspapcis which comnienied on the 
stoj> (except I'oni Baistow of the 
Nc'ic Statc^wnan) cued shame and went 
on to assert the freedom of editors 
and managing dir<.ci«)rs and business 
inicjosis to do what Lhe> liked with 
the news without intcrtercnce flora 
uncompiehending crearnre.s like wur- 
kcis, readers and general public. 
C^haJes Wintour himself delivered 
plaUiudinous hoinihes on the great 
liberality of British information. 

J lie whole appjoach of the Press 
antf 'tv to the power woikers’ action 
and t*> the trade unions legislation 
now in debate, confirms one in the 
view that oi com so there’s no such 
lictdoin. The BBC, mother of broad¬ 
casting. IS now known to have favou- 
nte sons and i^ctiy household rules, 
(n the last >eai at least two impoitant 
political docnrnenlanes have been sup- 
pi essed, various otheis cut, sevt-ial pro- 
giamine personalities, including price¬ 
less and harmless L> J Kenny Everett, 
have bfon puiged on censorship issues. 
L\en Peter Seileis and Spike Milligan 
have been prevented from saying some 
fa\ounte woids while consumer porno- 
t'laphj like the Miss World competi- 
iioM goes unchecked. 

fn the BBC, one may say that a few 
people ai'e responsible foi the toialita- 
nanism and the waste, that policy is 
initiatod at some level by government 
and peiix^liafi'd by the middle hureau- 
ciaty of 4*5 veai old executive produ¬ 
cers, each on £ 4,000 a year. What is 
more alarming is the unified interest 
of the Press, its icfusal to point out 
the issues involved in the trade union.s 
legislation which the Tories will pass 
next year. There aie a few freedom 
fighters in the British Press, but come* 
next year, they'll have to •watch it. 
Para 169 of the proposed legislation 
makes it illegal for a journalist to 
support the action of stiikers <jr to., 
advocate it. 
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THIS IS ONLY AN ANNOUNCEMENT AND NOT A PROSPECTUS 


fi FOODS AND INNS LTD. 


(Incorporated ijs a Private Limited Comnany under the name of COUNTRY INNS PRIVATE LIMITED on 11 th October, 1967 
and changed to E'OODS AND INNS PRIV VTE LIMFLED on 31 si December, 1968. Converted into a Public Limited Company 
on 24th November, 1970 under the Companies Act, 1956 and the certificate of change of name dated 21st December, 1970 has been 
obtained from the Registrar of Companies, Maharashtra) ^ 

Registered Oflicc : DEVNAR, SION-TROMBAY ROAD, BOMBAV-88. 

Announcement reg iiding ilic issue ol 2,50,000 i>:|aily Share^ ol Rs 10/- each. Persons intcrestotl may obtain copies of the Prospectus 
and Application Fonn', from the Corns iny\ Registered (XlL’e or from the Underwriters, Bankers to the Issue, Secretariat and Regis¬ 
trars of the L’ornpany and Brokers herein mentioned. 

The Subscription Li^t will open at the commencement ol Banking hours on Wednes«Iay the 13th January, 1971 and close at the close 
of Banking hours on Saturday the 23]d January, 1971 or earlier at the discretion of the Directors but not before the close of Banking 
hours on Friday the I5th Januarv, 1971. 


EXISTING AND PROPOSED ACI 1VITIP:S OF I HE 
COMPANY AND OBJECTS OF I HE ISSUE 

EGG POWDER PLANT 

The Comp.in>\ l\gg Povvder Plant will be the first ol its kind 
in India The prtxxss has been developed by (he Central 
Food Technological Research Institute (C.F.T R.I.), Mysore 
and the plant and machinery will be fabricated and erected 
by Larsen and Toubro Limited. It is e'cpcctcd to go into 
production about the middle of 1971. The Company have 
also acquired the sole s'cllmg rights of Mahindra Foods Private 
Limited, protlucers of the wcIlAnown brand of “MADHU" 
proce!?sed foods. The amount of the present issue will provide 
funds to establish a suitable fiictory with motlern plant and 
machinery and a poultry farm at Poona which will be the main 
source of egg supply to the factory. 

LOCATION OF INDUSTRY 

The Egg Powder Plant is to be located in Chembur, Bombay. 
The Poultry Farm activities of the Company are located at 
Thewoor near Poona. 

BOARD OF DIRECTORS 

Mr. SURESH MAHINDRA, (Chairman) 

Greenacres Estate & Agricultural Farm, P.O. Thewoor, Poona 
(Dist) 

Mr. H. F. MEHTA, 

9-A, Altamount Road, Cumballa Hill, Bombay 26. 

Mr. R. M. GOCULDAS. 12, French Bridge, Bombay 7. 

Dr. S. P. ADARKAR, 

'‘Dilkoosha’*, Altamount Roatl, Bombay 26. 

Mr. K. T. B. MENON, 

99, Armenian Street, Madras 1. 

Mr. N. K.UREISHI. (Managing Director), 

Fairway View, B.P. Golf Club, Chembur, Bombay 88. 

SHARE CAPITAL 

.Authorised : 

5,00,000 Equity Shares of Rs. 10/- each R-. 50,00,000 

1SSUED,‘SU1ISCRIBED AND FULLY PAID-l P 

i,00,(XK) Equity Shares of Rs. 10/- each Rs. 10,00,000 

PRESENT ISSUE 

2,50,000 Equity Shares of Rs. 10/- each Rs. 25,00,000 


NOW OFFERED AT PAR FOR PUBLIC 
SUBSCRIPTION 

2,50,000 Equity Shares of Rs. 10/- each Rs. 25,00,000 

TERMS Ol PAYMENT 

On application Rs. 5/-pci shaic 
On allotment Rs. 5/- per share 

ITNDER WRITERS 

The entire public i.ssuc of 2,50,000 Lquit> Shares of 
Rs. 10/- each has been iimlcrwnttcn as follows : 

e 

Nominal value 

Name and address ^ of shares 

luidcnvritten 

CHAMPAKLALDEVIDAS. Bhupen Chambers, 

Dalai Street, Fort, Bombay 1. Rs. 5,00,0(X) 

ASIM STOCKTECHNIQUE, C/o Kamlesh Cor¬ 
poration, 89, Ndgtlevi Street, Bombay 3. Rs. 4,00,000 

HARBANS SINGH MEHTA Sc CO. 33 Regal 
Buildings, Parliament Street, P.O. Box 300, New 
Delhi 1. Rs. 2,50,000 

D. S. PURBHOODAS & CO., Stock Exchange 

Building, Apollo Street, Fort. Bombay I. Rs. 2,50,000 

MERWANJHE BOMANJEE DALAL, Allaha¬ 
bad Bank Building, Apollo Street, Bombay 1. Rs. 2,00,000 

SWASTIK SAFE DEPOSIT & INVESTMENTS 
LTD. Bhupen Chambers, Dalai Street, 

Fort, Bombay 1. Rs. 2,00,OOO 

B. D. SHROFF, Old Share Bazar Building, 

Dalai Street, Fort, Bombay L Rs. 2,00,000 

VAUI BHIMJI, Old Stock Exchange Building, 

Dalai Street, Fort, Bombay 1. Rs. 2,00,000 

PORECHA BROS., 19, Stock Exchange New 
Building. First Floor, Apollo Street, Fort, 

Bombay L Rs. 1,00,000 

K. J. SHAH & SONS, Old Stock Exchange Bldg., 

Dalai Street, Fort, Bombay I. Rs. 1,00,000 

H. P. MEHTA & CO.. 3rti Floor; Akash Deep, 

Barakhamba Road. New Delhi 1. Rs. 1,00,000 


Rs. 25,00,000 
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AUDITORS 

A. F. FERGUSON & CO.-, Allahabad Bank Building, ApoJIo 
Street, Fort, Bombay 1. 

SOLICITORS 

‘ LITTLE 3c COMPANY, Central Bank Building, Mahatma 
Gandhi Road, Bombay 1. 

BANKERS TO THE COMPANY 

THE FIRST NATIONAL CITY BANK. 293, Dr. Dadabhoy 
Naoroji Road, Bombay 1. 

BANKERS TO THE ISSUE 

THE FIRST NATIONAL CITY BANK, 293. Dr. Dadabhoy 
Naoroji Road, Bombay 1. 

NATIONAL & GRINDLAYS BANK LTD., 90, Mahatma 
Gandhi Road, Bombay 1. 

UNION BANK OF INDIA. Apollo Street, Bombay 1. 
MANAGING BROKERS. 

CHAMPAKLAL DEVIDAS, Bhiipcn Chambers, Dalai Street, 
Bombay^ J. 

BROKERS TO THE ISSUE 
Bombay 

CHAMPAKLAL DEVIDAS, Bhupen Chambers, Dalai Sireei, 
Bombay 1. 

LEWIS & JONES, Bank of Baroda Budding, Apollo Street, 
.Fort, Bombay 1. 

p. S. PURBHOODAS & CO., Stock Exchange Bldg., Apollo 
Street, Fort. Bombay i. 

B. D. SHROFF, Old Share Bazaar Bldg., Dalai Street, Fort, 
Bombay 1. 

VALJI BHIMJI, OKI Stock Exchange Bldg., Dalai Street. Fort, 
Bombay 1. 

PORECHA BROS., 19, Stock Exchange New Bltlg., Ft Floor, 
Apollo Street, Fort, Bombay 1. 

MERWANJEE BOMANJEE DALAL. Allahabad Bank Bldg., 
Apollo Street, Fort, Bon^bay I. 
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HARKINSONDAS LUKHMIDAS, New Stock Exchange 
Bldg., Apollo Street, Fort. Bombay 1. 

K. J. SHAH & SONS, Old Stock Exchange Bldg., Dalai Street, 
Fort, Bombay 1. 

New Delhi 

HARBANS SINGH MEHTA & CO., 33 Regal Bldg.. Parlia¬ 
ment Street, New Delhi 1. 

H. P. MEHTA & CO., Akash Deep, 3rd Floor, Barakbamba 
Road, New Delhi 1. 

VJNOD KUMAR & CO. A-6, Connaught Place, New Delhi 1. 
Calcutta 

PLACE, SIDDONS 3l GOUGH PVT. LTD., 6 Lyons Range, 
Calcutta 1. 

STEWART & CO., 14 India Exchange Place, Calcutta L 
Madras 

PATERSON & CO., Vanguard House, 3rd Floor, 11/12 Second 
Line Beach. Madras 1. 

CHITRA & CO., 32J/323, Linghi Chetty Street, Mailras 1. 

Ahmedabad 

CHINUBHAI CHIMANLAL DALAL, Mahiiratpolc Naka, 
Manek Chowk, .Ahmedabad 1. 

SECRETARIAT AND REGISTRARS 

MAHINDRA AND MAHINDRA LIMITED 

Gateway Budding, Apollo Bunder, Bombay 1. 
APPLICATION FOR SHARF>S 

Application foi Equity Shares now odered tor public subscrip¬ 
tion must be for a minimum of 50 Equity Shares or multiples 
thereof and application foims properly completed must be 
sent K'foie the close of the subscription list, together with the 
full amount pa>ablc on the appliaition to any one of the main 
ofhoes of the above banks at the following places; Ahmedabad, 
Amritsar, Hjiigaloro, Baroda, Bombay, Calcutta, Chandigarh, 
Cochin, Coimbatore. Delhi, Hyderabad, Kanpur, Madras, 
New Delhi, Pauaji, Poona an<l Surat. 



Our fl«et of eighteen modern freighters offers fast. 


regular and dependable service between 

INDIA—U. K. A TNE CONTINENT # INOIA/EAST PAKISTAN—SOUTH AMERICA 
INDIA—BLACK SEA & EASTERN MEDiTERRANEAN PORTS 
INDIA—POLAND Also around the INDIAN COAST 

INDIA STEAMSHIP CO., LTD. 

‘••INDIA STEAMSHIP HOUSE”, 21, OLD COURT HOUSE STREET, CALCUTTA-1 
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Quoslionahic Collaboration 

Nircckshak 


NO one who is cvrn j^-jnolf)y 
ed willi il is likely to .u’cnst* the 
liitomiation Ihiieaii (CIB) of oiigiiialily 
ui iiiilialivc. It> latot rmleavonr in 
(o-sponsoriri;^ willi tin’ Pnss histitnle 
of a ‘codii on ii^pialioe ((.mmu 

tial and ethinc tension^’ llunefoie 
looked, al first glance, suspiciously liki^ 
a depaiture Irom liadition. Hut no, a 
closer look alLi>s- all snspirion — 
ihoied^ iiiitorliiuately, if also laiscs 
soint' new (pKsstKMs. I'^iist ol all, what 
has the PIH, which is a ilei>aitinent oi 
a^^ency ol (government designed to 
]^iovid<' official inlorinal ion to the 

Piess, ^'i)t to do with the Lfic'ss Insfi' 
lute ol India (PIT) whnh it does not 
have with sinnlai otlin Puss oi^'anisa- 
tioi.s in the ♦^•ountivr* What lotu^ 
stiiiuh does the PIJ have to lepiescaiL 
th<‘ J'.ithan Pi ess which othia Prc'ss 
Ol ij.inisations do not lias'is so tliaf Ciov- 
c'rnment may be justified in shigliu^^ 
i^nl the tdl foi a juint end«a\oni in 
hcdiall ot Ifie^'.s self -leLiulal jon (»i le 
Kinn? 

One Too M\ns 

Secondly, wliat /o/'//-.’ sfiiudi does the 
PIH have to nndeitalse a veiituo' ol 
this kind ern its own ca ni ecjllahoralien 
with any one paiticiilai Ifiess oi^ain- 
sation when it knows, oi ouybl to 
know, that a stalutuiy Picss 
Council exists in this country 
to dc'al with just such inatteis of 
Press self-re,i-f Illation? And fliiidly. aie 
not ihc’ eO“sponsors of the new code 
Awarc* that the Pi ess (Jou aeil has already 
foJiniilalecl a ten-point code on the 
same subject — what the rionrn.il h.is 
callt'd “CuideliiK's on (ionMiinnal W’lit- 
ing’*? Of com sc thc‘y are avvaie ol it. 
They aic also awaie, or should In? 
deemed to bci aware, that the All- 
India Newspapc'i Kcliluis Conference 
(\1N1^C) has on its own suggt'sted the 
constitution ol “edituis* emergency 
cominitlees'’ in aieas affected by coiu- 
miroal ' distuil>aiKcs ' fo harness the 
Press media for peace’ - wli.it tlie 
PIB and PIT have now suggested loi 
tlie specific pnriiose of ‘clucking hr^l 
repoit.s of Jppaivnt violent ’ 

What then i.s llie puijuisi c»f this 
new code which, as the Tinivs of India 
has keen quick to point out, is only 
**one too many” in the field? Whether 


die editois constituting AINEC are 
all walling st_uij)ulonsly to follow thca’i' 
c)W I (|('(■isKals CO whether the Picss 
(ionncil can lx- logauied as an effective 
instimnenl ol seU-regulatiun, as >et, 
ni.iy be open to doubt. Thc^. yMNPXi, 

ihongh it has a number ol piofessiunal 
•'ditois on its joll, has no high stand¬ 
ing as a piofessional body, indeed it 
has been aigncd in this c'ulmiva beloic* 
why it cannot lie legaided as a protes- 
sion.il bod>’ ol )«»ninalisl.s. But it has 
at least inoo' diiect links w'llh the 
Pic-ss than PI I, which seems to have 
stioneei e\leinal links than intcinal 
Also the- I’lH, bi ing a depaitinent of 
C io\einnuMt, is not the fittest agency 
for nndi'itaking any exc'icise in Po'ss 
s< If-iegulatioii, 

l^jii ss Cot INC in le-NOTcFjj 

d h(' Pic'ss Connell is reall>' the only 
body whieh has both the authoiily and 
popnlai saiK-lion for imdei taking any 
a ah t.isk on behalf of the Pi ess, and 
unless it IS the iMtc'iition of the PIH 
to bxjj.iss fill' (Council and set its<‘ll 
up. with the lielp of the PII, as a 
paiallel oi rival liody its new role is 
diilienit to iindeistand. It is true the 
Pi ess (iouneil is again m the throes 
of one of its peiiodical ciises, this time 
bc'eaiist' of Hk* rejioited leluetanec ot 
all tliree members of the nomi¬ 
nating committee constituted under 
tlie Pu’ss Coimeil Act — the Viee- 
Presjdc lit, tlie Speaker of the Luk 
Sabha and tlie Chief Justice of the 
Sniircane Ccjiirt — to continue their 
association with the Council, but that 
is no rcMson to ignore^ it.s existence. 
Tlic'u IS every reason to liope that, 
like all the previous ones, the new cri¬ 
sis too wjH be tided over. At any 
rate, if the Goveniment intended to 
e volve a new' code on communal writ¬ 
ing or to enlarge upon the code already 
evolved by the I'ress Council its duty 
clearly was to formulute such a code 
in c'onuiltation with all repie.sentative 
Press oiganisations*, not in exclusive 
cnllaboiiibOn with any cr.ie ol them. 

.\s it is, tlic PJB seems to have done 
nothing more than give its oIBciul iin- 
prunatur to the PITs public relations 
diivc on its own behalf 1 There is not 
tlie slighte.st doubt that the initiative 
for the new code has come from the 


PII, for anyaae who cares to look may 
see for himself that the new <code is 
almost idenlical to the code, oi guide¬ 
lines, first diawM up at a Press founda¬ 
tion of Asia seminar in Manila, in 
April last, and to the drawing of which 
tlu* Diieelor of the IT! w'as a party! 
The c'oruM'pt “agreed delay” in put¬ 
ting out first reports ol appaient vio- 
h nee, lor » \amjdc*, which firttls a 
placv in the PIB-I’II code and which 
the Times' of India has dcMounccd as 
an attempt at evasion of its own res- 
poiisiliility by.the PIB, was first cvolv- 
cmI m Manila. So was almost evciy 
nthci siigge.stion in tlu^ ii(n\ code, in¬ 
cluding the oxaspt^ratingly primitive 
advice Unileied to newsiiapeis to use 
only sucli journalists for rcporthig 
coinnmnal distuibaiices as “have .siilli- 
eient knowledge ol the pailicular area 
to be covered”! Tlie PITs anxiety to 
g(‘t all this (uidoised b\ the Covern- 
inoiit is iindeistandabh' but, iml<*ss it 
has ]:)een take.n for a nde which it may 
have been, the PIB’s anxiety to accept 
them hi preference to the code cvolv- 
('d by a statutory Pie.ss Council is 
liulv inexplicable. 

fORElCN PAY^fA.S nais? 

/ 

To turn now to another ijJsue of 
professional ethics or press refomi that 
has heen lately under discussion, 
nanuily, the question of foreign influ¬ 
ence on the Press, it is now clear that 
the fear of foreign influence had been 
bighly exaggerated. Tlie Minister of 
Slate lor Information has categorically 
as.scrtcd in the Lok Sabha, apparently 
on the basis of the inquiry conducted 
by the Central Intelligence Bureau, that 
‘'by and large, the Indian Press is free 
iioin foreign influence and any iin- 
piession to the contrary is not true”. 
Vet the Covenimont is cleaily also in 
possession of infojuiation which is* 
less reassuring in respect of at least 
some sections of the Press, for it has 
also announeexf its intention to bring 
iorw'urd legislation on the subject and 
to hold a further detailed ijiqiiiry by 
a c’cntial agency. It is pointless at this 
.stage to speculate on wliat the intended 
legislation might bo but, as Tribune 
observed in an editorial, it would have 
boon helpful if Ckivernment had decid¬ 
ed to publish the CIB report instead 
of keeping it confick^ntial. For, to 
quote Tribum again, if Government 
'Teally wants to contain foreign influ¬ 
ence on the Indian Press, it must he 
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prepared to tuni the hill glare of pub¬ 
licity on all coucemed’* even at the 
risjc of some diplomatic embarrassment. 
At some stage the facts must anyhow 
come to light. 

The IiifonnaticK.) Minister’s reluctance 
to remit the (lucstion to the Press 
Council is another point which needs 
further explanation. Reviewing “cases 
of foreign assistance ... to newspapers 
or news agencies . . . including such 
cases as are reh^rred to it by the Cen- 


'rilK Gandhi centenary year, just pas¬ 
sed, hioiudit with it a flood of verhuge, 
inducing in many pcoi)]<3, especially in 
tin* post-Gandhi generation, a feeling 
ot L\ni(’isni and fatigue. Bhatta- 
fliaiysa's, l>or)k however, is a pains- 
faking and exhaustive study of Gan¬ 
dhi’s political ideas from the Maixto 
point ol viV'w and, as such, eannol he 
disriiissed as mere Veil ten ary fodder*. 
This book, uhieh is a mrjdified version 
of the author's D Litt thesis, is to be 
follow cfl by anollr’r which wall deal 
with the role of Gandhi in Indian poli¬ 
tics. 

Though Bhaltacharvya is a Marxist, 
his admiration for Gandhi can be easily 
setvi in his writing; he is at times de¬ 
fensive about it: “I do feel strongly 
that o’ne can admire Gandhiji without 
being converted to his line of think- 
• ing. . p 11. Indeed, he does his 
best to avoid criticising Gandhi who 
was after all, in Marxian terms, a bour¬ 
geois thinker aiid politician with all the 
limitations of his class and background. 
Gandhi’s ethical humanism and his feel 
for mass, politics are the main objects 
of his admiration, while he deplores 
his lack of historical understanding. 

Bhattacharyya descril>es Gandlii as a 
humanist iji the Indian tradition rather 
than in the secular Western sense. 
Gandhi did not have an extreme indi¬ 
vidualist view of men. Men were seen 
in their social setb'ng and “he had 
found his God in Man’*. There will 
be few to disagree with Bhattacharyy*'! 
so far, but he then goes on to say Aat 
the rehgious basis of Gandhis huma¬ 
nism is detachable and that, stripped 
of its metaphysical postulates, it will 
reveal' a “splendid humanist core”. 
ThW point of view rests upon Bhatta- 


tral Covermnent’* Is one of the tasks to 
wMch the Press Cuundl is called under 
the Act, and (he Government should 
have very strong reasons indeed to re¬ 
gard the matter as one concerning 
only itself. Could it be, as Tribune 
hinted, that the information in its 
possessio.i reveals “cases of alleged 
assistance to certain papers which are 
the reigning favourites of the regime, 
from foreign countries to which the 
regime is equally lavourably disposed”? 


chaiyya’s idea ul religion as cuncer.icd 
with mere exhorlalions to viitiie wilh- 
oiit hotJiering alioiit social iniustices. 
Sincti Gandhi was deeply eoni’crned 
about social injustice be concludt s 
that his icliginn was of a lather secu¬ 
lar variety — "almost seculaiising icli- 
gioii” (p J35). In fact, it is Jinpossihle 
to disentangle tlic religious and secu¬ 
lar strands in Gandhi’s hunianisni; foi 
hirn there could no cr;nlradicliou 
between religious belicl and piactical 
morality or service, of others. The 
th(3me of Gandhi I he social reformer is 
slightly overplayed in the book. 

The criticism of C^iudhi’s lack of 
historical sense is understandable but 
'.rot for the reasons given. 'rht> author 
quotes der Boer that "moralising is in¬ 
compatible widi iiistoriial insight”. But 
a more plausible leason is tliat Gan¬ 
dhi was no inte]l(*ctiial. His genius 
W'as of a shrewd and practical sort, and 
it was this rather than his pieuccupa- 
tion with morality and values tliat 
limited his historical insight, and gave 
his political ideas a curiously luJ hoc 
appearance at times. In fact, it was 
on tile other hand the belief in abso¬ 
lute values that gave a basic unity 
and consistency to his evolving id<‘as. 

Bhattacharyya’s choice of the evolu¬ 
tionary approach to Gandhi’s ideas is 
an interesting one, and it seems jiisti* 
fie<l when one considers Gandhi's prag¬ 
matic and expeument'd attitude to so¬ 
cial and political affairs. In its essen¬ 
tials that attitude is upheld even by a 
writer like Jayantanuja Bandhopa- 
clhyaya who, in hi.s “Social and Politi¬ 
cal Thought of Gandhi”, makes a dis¬ 
tinction between Gandhi’s “first order 
principles” which were unchanging 
and his “second order Ideas” which 


were evolving and dynamic. This bool 
also seems to suggest that there wai 
no great shift or modification in the 
basic principles Gandlii held thougl] 
he continually experimented with dif¬ 
ferent ways of trying to achieve them 
in different situations, sometimes giving 
the aiipeaianc'e of stif-contradictioii or 
expediency. In piacticcj, Gandhi might 
accept apiuoximations to his ideals but 
he iu;vcr gave up the belief that the 
ideals were ultimately attainable. Un- 
foiInnately, we will now never know 
the shape that his thinking on anar¬ 
chism and pailiamcntaiy democracy 
would have taken if he had lived 
longer hut thcic are hints that he was 
moving towanls di.sengagement from 
active politics. 

Anybody trying to dcscrjbc Gandhi’s 
ideas is faced with tlu; problem of 
collecting them fiom lus numerous 
writings, speeches, and recorded con- 

via>ations. Bui one wishes that this 
l)Ook had iclicxl less heavily on the 
(jnoled views of Munn runs other Gan- 
dhian writers as a lesult of which prac¬ 
tically cvciy statement made in the 
book is bntticssed bv quolation.s for 

and .against and footnotes, each chapter 
ending with a sometimes slightly cur- 
soiy summing u[). Also, there is at 

times a curious use ol words — for 
example, "Gandhi’s moralit>' was not 
preseiiptive” by which the author 
luc.nis that Gandhi did not accept 
luditional standaids ol morality but 
liad a more individual cthic. Or, “Ac¬ 
cept it or not, Safyagraha is a none-too- 
blnril weapon ol lesistance. Satya- 

graha shall remain ‘eteiiial' until the 

me.ssage of resistance is lost upon muii- 
kind". 

Finally, Hutc are c'<*itain aspects of 
(i.v.ulhi’s thinking whith would benefit 
Ironi a fresh apiuoaeli and winch could 
have? l)cen explored in greater depth Jn 
the book. For instance, it is mentioned 
that (Jandhi did not accept double 
sfandaids of mniality for individuals 
and lor giou]is. lor piivato life and for 
public life. Vet the nvire interesting 
pioblcui is not ol double standard.s hut 
of lesolving clashes bctw'ecii personal 
obligation and publit: duties even 
while, applying the same .standards in 
both cases. Gandhi himself had a 
tendency to assume that siuh clashes 
would nut arise and, when they did, 
he w'as leady to saciifiee personal ob¬ 
ligations to the larger cause. NeibuKr 
is quoted in tht‘ book as saying tliat 
the prolilem exists, but the book fails 
to pursue the point further. Perhaps 
the secovid volume on Gandhi's role 
in Indian politics will further clarify 
and illustrate the ideas presentee^ in 
this book. 


REVIEWS 


Gandhi’s Absolutes 

Sara Joseph 

Evolution of the Political Philosophy of Gandhi by Buddhadeva Bhatta- 
charyya; Calcutta Book House; 1969. 
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National Income for the Layman 

Bina Roy 

National Income m India: Concepts and Methods by B W Chavan and 
Anita Chavan; Sindhu Publications; Bombay; 1970; pp S8; Rs 12.50. 


DEVEI^OPMENT of research in 
national income is a continuous process. 
Improvement in the estimates cannot be 
achieved by the labours of a single 
seholrt" or within a short ireriod. EfTi- 
tieney is no less linked with develop¬ 
ment and c(>mpf‘terjce of the entire 
statistical system of tlu^ economy. This 
holds for India too. The early history of 
jcsearch in national estimate Is most in¬ 
ter esting. Efforts in this field were ini¬ 
tiated by unolFieial sources to prove the 
disastrous consequences of foreign rule 
over the eoiintiy. On the other hand, 
occasional official estimates (by Lord 
Cmzou for example) were produced to 
higlilight the f)enefic:ial influence of 
Hiitish adrninistralion. The first attempts 
to estimate national income in India al¬ 
most coincided willr similar efforts in 
Britain itself (Baxtar, 1867). 

Howcvci, the natun^ and stages of 
growth of the lescaieh wck* not similar 
in tht; two conntries. In Britain, work 
on the subject began and progressed 
as an academic pursuit and was only 
subsequently used to fashion suitable 
administrative tools, hnprovement in 
national income estimates in India, on 
the other band, was achieved only when 
tliesc estimates were considered essen¬ 
tial by the administrators of planned 
development 

Beginning witlr the pioneering esti¬ 
mates by lladabbai Naoroji (1876) for 
1868, \vc have gut a rich history of re¬ 
search work in this field a)mprising the 
efforts of at least 20 authors and organi¬ 
sations to jiroduce estimates of national 
income from 1868 to 1948-49. wSome of 
them like. Findlay Shirras, B N Sharma, 
K T Shah, and V K R V Rao, are well 
known economists. Later, the estimates 
wore taken up by official bodies as a 
regular routine exercise. “These esti¬ 
mates provide a running commentary 
on the Indian economic situation dur¬ 
ing a .century and half ....** Unfortu¬ 
nately, for various reasons, the estimates 
were, not comparable. Most important 
among these* r(‘asons wrrr*, (i) use of 
crude, un(Tliable and ineomplcle data 
of doubtful validity, (ii) non-confonnity 
of methods used with universally ac¬ 
ceptable a:)ncepts and definitions, (iii) 
lacl^ of series estimated at constant 
prices. 


“In view' of the limitations of the 
past estimates to indicate the long-term 
tnmds of (jutput in India, a number of 
attempts hav(’ been made by scholars 
to i*iidy the trends in long-term growth 
of the cconoany using national income 
estimates as basjc tools." borne of 
thc'^c scholars aie Djinicl Thomer, S J 
Patel, H C Arora and K R R Iyengar, 
C] S Goini, K Mukherji, K N Raj, 
V K R V Bao, N V A Narasimham, 
and M Mukherjee. In fact, the first 
chapter of the piesent booklet is a sum¬ 
mary of these research endeavours. Of 
course, this is not the only attempt to 
comprehensively present the concepts 
and methods suitably for the general 
leaders. At least one scholar, M Mukher- 
ie<’, has done this befoK’ on a more 
eompiehensive scab* 

WnoLK Panorama 

IIo\v(‘ve], the woik under review is 
admirable in that tlie authors have 
taken adequate note of the growing In¬ 
tel cst in national income in botli ad¬ 
ministrative and academic circles and 
have tried to satisfy the need of the 
gtmcral leader who “is interested to 
have a look at the W'holc panorama in 
as a short compass as possible .. . with¬ 
out saciificing the (‘ssential and basic 
informatiim . . . 

In Chapter 2, the authors have tried 
to summarise the concepts of national 
income and related aggregates, giving 


short notes for most of the national in¬ 
come terminology. Students of econo¬ 
mics will find it most suitable for their 
academic purposes. In this • Chapter 
they have also indicated the limitations 
of national income as the only measur¬ 
ing rod for total income generation in 
a developing economy because of the 
existence of a considerable mass of non- 
monetised transactions and the non- 
quantilia1)ility of self-sei*vicing. 

Chapter 3 of tlie boc^klet is » brief 
and adinirabl\’ summarised version of 
the methods f)f estimation adopted by 
official estimators of national income 
(available in- the “National Inconio 
Statistics — Proposals lor a Revised 
Seiies ol National Income Estimates 
for 1955-56 to 1959-60" by the CSO, 
and Brochure on the Revised Series ot 
National Income, 1960-61 to 1964-65", 
also by the CSO). In Chapter 4, the 
authors have frointed out the practical 
limitations of national income estimatitfri 
fn India, both from the technical point 
of view and from the point of view of 
availability of K'qniicd data. They 
have been careful not to miss any (;f 
these difficulties, some of which are (i) 
the anomaly of the accounting period, 
(ii) gaps in the statistical data on work¬ 
ing force, part of xirodiiction in agri¬ 
culture, piioft statistics, cost of piodue- 
tion, data on dwellings etc. 

Stress on balanced regional develop¬ 
ment by the planners in India has re¬ 
sulted ill the initiation of studies on the 
manifold indiealors of n^gional develop¬ 
ment, and on State income. The 
authors, being workers of the State 
Statistical Bureau, have given a good 
account of the development of research 
in this line, ot the concepts used in 
this, and the accepted methods of esti- ' 
mation. 
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SPECIAL ARTICLES 


Poverty in India—I 

Dimensions and Trends 

V M Dandekar 
Nilakantha Rath 


In 1960^1, 40 per cent of the rural population and 50 per cent of the urban population lived below 
the poverty line, that is unth diets inadequate even in respect of calories. 

During -the eight years from 1960-61 to 1968 69, the per capita consumer expenditure increased by 
4.8 per cent or by about half a per cent per annum. It is obvious that this could make little impression 
On poverty unless the poorer sections profited proportionately more than the average and much more so 
than the rich. 


A superficial examination and comparison of the National Sample Survey estimates of consumer ex^ 
penditure in 1960-61 and 1967-68, as is commonly done, gives an impression that the inequalities in the 
distribution of consumer expenditure have narrowed down during the past decade. Unfortunately this is 
not true. The NSS estimates of consumption in 1967-68 are gross underestimates and the underestimation 
is particularly serious in the case of consumption of the upper-middle and the richer sections. Even a 
conservative correction of the NSS estimates on this account makes it clear that the small gains of deve¬ 
lopment during the past decade have been very unequally distributed and the gulf hetiveen the rich 
and the poor has widened. 

The Planning Commission has meanwhile directed its attention exclusively to achieving a high rate 
of growth. Its perspective for the coming decade is that the yiational income will he doubled in the 12 
years from 2968-69 to 1980-81 and that the per capita consumer expenditure will rise by 42 per cent. 
Further, it smugly assumes that benefits of development will be automatically distributed equally bet¬ 
ween the rich and the poor and that, therefore, by 1980-81, everybody iu the country, except the poorest 
10 per cent, tvill rise above the poverty line. 

But if the past trends continue, the national income cannot increase by more than 50 per cent and 
the per capita^consumer expenditure cannot increase by more than 9 per cent in the 12 years from 1968- 
69 to 1980-81. Further if these small gains continue to be monopolised by the upper-middle and the 
richer sections allowing only a trickle to flow down to the poor, it will take 50 years before everyone is 
lifted above the poverty line. The processes of economic development, as we have witnessed them in 
the past, require that the rich must become much more rich before the poor can secure the minimum. 

But much before this happens, the gulf between the rich and the poor will widen intolerably and 
inevitably undermine the democratic foundations of the economy. Indeed, if it is allowed to continue 
unchecked there is enough time between now and 1980-81 for the pnycess to be completed. 

[This study was prepared by the Indian School of Political Economy, Poona, under a contract from 
the Ford Foundation. The Ford Foundation has recently released a number of studies prepared by its 
own research staff bearing on the most pressing issues which face India as it moves into the decide of 
the 1970s. Poverty is undoubtedly the most serious among them. But, on ihis, the Foundation decided 
that an effective study could he ^done only by an Indian scholar and entrusted it to the Indian School of 
Political Economy, We are publishing the entire study in two instalments. The second instalment will 
appear in the next 

I tfonal Income per capita in that year 

works out to be Rs 300.7. 

SITUATION AT TIIE BEGINNING OF THE SEVENTIES A more direct measure ot the level 


THIS study is concerned with the pro¬ 
blem of poverty in India. It is a pro¬ 
blem of low national income and its 
unequal distribution; of slow pace of 
development and inequitable distribu¬ 
tion of the small gains of development. 
Before one discusses how to meet the 
threat this problem poses, one should 
know its dimensions and understand the 
processes through which ft seems ^ to be 
deepeuing. We shall therefore begin 
a brief review of the situatkm at 
the beghming of the sixties, thit is, hi 


1900-01. 

Average Level of Living in 1060-61 

National Income (Net National Pro¬ 
duct at Factor Cost) per capita, that is 
per person, is a useful summary mea¬ 
sure to judge the well being of a 
people. The National Income of the 
Indian Union, excluding Portuguese 
and French territories, in 1960-01 was 
Rs 13,308 crores. The corresponding 
population in that year (October 1. 
1900) was 43.4 crores. Hence the Na- 


of living of a people is per capita Pri¬ 
vate Consumer Expenditure. To arrive 
at this, we begin vnth Net Domestic 
Product which is only slightly different 
Iroin the Net National Product and the 
distinction between the two need not 
iletain us here. The whole of the Net 
l>Dmeslic Product is not • expended 
domestically. A part of the goods and 
services produced at home is exported. 
On the other hand, a number of gpods 
and services are imported. If wo deduct 
from the Net Domestic Product the ex- 
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Table 1.1: Din ^’TBUtion of Population by Per Capita Consumer Expenditure 

IN 1960-61 


Momtily Per 

Capita Expenditure 
Class (Rs) 

(1) 


Rural 

Urban 

Average 
Annual Per 
Capita 
Expenditure 
(Rs) 

(2) 

Per Cent of 
Population 

(3) 

Average 
Annual Per 
Capita 
Expenditure 
(Rs) 

(4) 

Per Cent of 
Population 

(5) 

(V8 

79.3 

6 38 

77.6 

2.15 

8-11 

116 6 

11 .95 

118.3 

5.49 

11-13 

147.2 

9 88 

H5 0 

7.19 

n-15 

170 8 

9 82 

169 7 

6.86 

15-18 

200 0 

13.79 

201 2 

10.71 

18-21 

237 3 

11 44 

235.7 

11.40 

21-24 

273 4 

9 03 

271 7 

9.68 

24-28 

313 0 

7.72 

315.4 

11.03 

28-34 

375 1 

7.66 

373.6 

9.34 

34-43 

460 8 

5 93 

464 0 

9.61 

43-55 

583.4 

-3 12 

592.3 

7.04 

55 and above 

1005.1 

3 28 

1032 ^ 

9.50 

All classc?’ 

761 2 

100 00 

359 2 

100 00 


Table 1.2: Disr^murroN ok Rural Consumer Expenditure by Major Items at 
Consumption Levels BtLow the Average (1960-61) 


Monthly Per Capita Pci Cent Annual Percentage Distribution of Total 


Expenditure 

of 

Per Ca¬ 


Expenditure 



(Rs) 

Popula¬ 

pita H>- 






tion 

pendi- 

Food- 

Other Fuel 

Cloth¬ 

Others 



turc 

grains 

Items and 

ing 




(Rs) 

and 

of Light 






Sub¬ 

Food 






stitutes 




(1) 

(2) 

(3) 

(4) 

(5) (6) 

(7) 

(8) 

0-8 

6 38 

79 3 

64 42 

18 25 8 74 

1.23 

7~^ 

8-11 

II 95 

116 6 

63 57 

17 43 8 56 

2.51 

7.93 

11-13 

9 88 

147 2 

60 25 

19 09 7.36 

5.70 

7.60 

13-15 

9 cS2 

170.8 

58 12 

20 44 7.48 

4.63 

9.33 

15-18 

13.79 

200 0 

54 50 

23.66 6.93 

5.23 

9.67 

18-21 

11 44 

237.3 

50 31 

24 10 6 67 

6 97 

11 .95 


ports and add to it the imports, we gel 
the Net Domestic Expenditure. 

Again, the whole of the Net 13omes- 
lic Expetidituie is not Private (bnsumer 
Expenditure. A part of it goes into net 
investment or what is called Net Do¬ 
mestic Capital Formation. This adds 
to the prodiicb've capacity of the ecu 
nomy and hence leads to higher na 
tional product in future. But in a given 
year, it does not fonn part of consump¬ 
tion. Another part of Net Domestic Ex¬ 
penditure is consumption by Govern¬ 
ment. This consists partly of expendi¬ 
ture on administration and partly of 
expenditure on .social welfare such as 
education and public health. The latter 
is what is often termed socialised con¬ 
sumption and it adds to the welfare of 
the people. But presently it constitutes 
a small pa^t of the total consumer ex¬ 
penditure. Wc may therefore neglect il. 
We therefore deduct from the Net Do¬ 
mestic Expenditure, firstly the Net 
DoraWtic Capital Formation and second¬ 
ly the Consumption Expenditure oi 


Goveniment, Wc thus arrive at the Pri¬ 
vate Consumer Expenditure. When this 
is divided by tlic population, we gel 
the per capita jirivate consumer ex- 
Iicnditure. I'his provides a simple 
measure of the well being or standard 
ol living of the people. 

For the year 1960-01, the computa¬ 
tion appears as under : 

(Rs mores) 


Net Domestic Product 

at market prices 14,328 

Plus Imports minus 
Exports 411 

= Net Domestic 

Expenditure 14,739 

Minus Not Domestic Capital 
Formation 1,665 

Minus Government 
Consumption 

Expenditure 1,086 

= Private Consumer 
Expenditure 11,988 

Per Capita Private 
Consumer 

Expenditure (Rs) 276.3 


Thus, in 1960-61, the consumer expendll- 
ture in India amounted to Rs 276.3 
per capita per annum or 75.7 paise per 
day per person. This sums up the aver¬ 
age level of living prevailing in 1960^h 

DlSTBIBimON OF PniVATB 

Consumer Exfenditubb 

The National Sample Survey (NSS) 
offers more direct and independent esti¬ 
mates of private consumer expenditure. 
These are based on direct inquiries made 
from a random sample of households. 
The NSS estimate of ppr capita private 
consumer expenditure in 1960-61 is Rs 
278.8. The difference between this esti¬ 
mate and the one obtained above (Bs 
276.3) is small. Indeed, considering the 
entirely independent sources of data 
From which the two estimates are built 
up, the agreement between the two is 
remarkably close. We may therefore 
neglect the difference between the two. 

An advantage of the NSS estimates of 
private consumer expenditure is that 
they are available for the rural and 
urban populations separately. In 1960- 
01, out of the total of 434 million popu¬ 
lation, 356 million lived in rural areas 
and 78 million lived in urban areas. 
According to the NSS estimates, the per 
capita private consumer expenditure of 
the rural population was Rs 261.2 while 
that of the urban population was Rs 
359.2. Thus, the per capita consumer 
exi>cndituje of the urban x>opulation 
was about 37.7 per cent higher dian 
that of the rural population. This does 
not however mean that the urban popu¬ 
lation on an average was so much bet¬ 
ter off than the rural population. The 
prices of consumer goods and services 
are usually higher in the urban area 
than in the rural area. This must be 
allowed for before judging the relative 
levels of living in the urban and the 
rural areas. 

Another advantage of the NSS esti¬ 
mates of private consumer expenditure 
is that they enable us to obtain a dis¬ 
tribution of the rural and urban popu¬ 
lations according to per capita consu-. 
mer expenditure. In Table 1.1 we give 
the distribution of the rural and urban 
populations according to the monthly 
per capita consumer expenditure in 
196(>-61. For each monthly expendi¬ 
ture class, the average annual per 
capita expenditure is also shown for 
convenience of reference. 

Thus, according to the National 
Sample Survey, the per capita rural 
consumption in 1900-61 was Rs 261.2 
per armum; and nearly two-thirds (more 
than 63*26 per cent) of the rural popu¬ 
lation lived, bdow this average* Sloii- 
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larly, the per capita urban consumption 
in 1960-61 was Rs 359^ per annum; 
and nearly two-thirds (more than 64.51 
per cent) of the urban population lived 
. below this average. Of course, this is 
in the nature of the distribution and it 
only means that the country is poor. 
But sizeable sections of the population 
are very much pooler* Thus, In 1960- 
61, 6.38 per cent of the rural popula¬ 
tion had per capita consumer expendi- 
liiie <)( less than Rs 8 per month 
which is 27 paise per day. Another 11.95 
per cent liad per capita cousurner ex¬ 
penditure less chan Rs 11 per mouth 
which is 37 paise i)ci clay. Another 9.88 
per cent had capita consumer ex¬ 
penditure less than Rs 13 i>er memth 
which is 43 paisc^ per day. Yet another 
9.82 X3cr cent of tlie population had 
per capita consumer rxpcndituic less 
than Rs 15 per nionlh which is 50 paise 
per clay. The four classes niontioiu'd 
above constjtutocl a hlllc under dO xvn 
eent (38.03) ot the iiir.il jiopulation. In 
196()“61, they lised with h'ss than 50 
paise d;iy per capita. 

The situation in the urban areas was 
in fact a little worse. Apparently, only 
21.69 x^er cent of the urban population 
had per capita coirsumer exijenditure of 
less than Rs 15 per month or 50 paise 
per day. Hov/cver, as *we shall pre¬ 
sently see, the cost of urban living at 
tliis level is at IclSst 50 per cent more 
so that the equivalent consumer ex¬ 
penditure in uiban area cmild be Rs 
22.5 per month or 75 liaise per day. 
It will be seen that in 1960-61, about 
50 per cent of the urban population 
lived below this level. 

Pectple not familiar with these sec¬ 
tions of the iX)pulation, say the 40 per 
cent i^oon'st rural x^opulation and the 
50 i>er cent i’>oorc*st urban i>oxmlation, 
have wondered how men at all subsist 
at these levels. Therefore, when some¬ 
body occasionally bringvS these facts to 
public notice, some of them are shock¬ 
ed and are righteously indignant; 
others simply do not believe. Never¬ 
theless, such are the facts of poverty 
’in this country. 

PA'in'ERN OF Consumption 

It will therefore be wortliwhile ex¬ 
amining, even if briefly, tlie standard 
and quality of living at this level. A 
simple index to judge the standard of 
living is the distribution of the total 
consumer expenditure between major 
items such as fqpd, fuel, clothing, etc. 
The poor must devote a large part of 
their expenditure to food so that little 

left for anything else. In Table 1.2, 
we give the distribution of the rural 


Tahle 1 . 3 : OisiRiB'jnoN of Urban Consumer Exi'enoitore by Major Items 
A l Consumption Lfvit.s beeow the AvuRAOb ( 1900 - 61 ) 
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(R.s) 
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pir.i Rv- and 
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pencil- Sub- 
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(1) 


lure siilutcs 

(!<•<) 





(2) 

(3) (4) 

(5) 

'• (6) 

(7) 

(ff) 

0 8 

2 15 

77 6 63 79 

17 87 

8 93 

0.63 

8 78 

S-l 1 

5.49 

118 3 52.67 

26 65 

8 23 

1.13 

11,32 

11 -n 

7 19 

)45.0 48 32 

27 35 

8 (>4 

2.2-7 

13.12 

13-15 

u 86 

16<> 7 45.73 

.29.11 

8.03 

2 87 

14 26 

15-18 

10 71 

20i 2 41.72 

31..37 

7.38 

3 57 

15.96 

18-21 

11.40 

235 7 17 17 

33 40 

.49 

3.41 

18.53 

21-24 

9.68 

271.7 36 45 

33.81 

7. 12 

3 94 

18 68 

24-28 

11 03 

3!5 4 32 72 

34 56 

6.91 

5.29 

20 52 

rxmr. 1 4: 

Pl.R CxPIFA Dvil'i C LNSir.VIl'noN 

oj Foodgrains and Substitutes 


AT C'ON.SUMFIION 

J.jvFis BLi.ow Tin. Am’raol (1960-61) 


Mou.hly Kt 

Capi a Pl r CapiM 1> ulv Con- Pi icc ol boorigniins and Urban Price 

Etpcnfiiuiic 

sumption 

of Foodgrains 

Sub'i.iliitcs 

as 

Per Cent 

(Rs) 

ami Sub:>’iin'cs 

<!' 1 

[KU Kg) 

of 

Rural 


(gins) 




Price 


Riital 

Uiban 

Rural 

l^rban 



(i) 

(2) 

(3) 

(4) 

(5) 


(6) 

0-X 

356 

332 

39 3 

40 8 


103 8 

8-1 1 

480 

377 

42 3 

45.3 


107.1 

1 !-J 1 

5(^0 


43.4 

49.4 


113 8 

r>-i5 

6^r} 

412 

44 2 

51 6 


116.7 

15-18 

u25 

418 

47.8 

55 0 


115.1 

I.y-2I 

675 

445 

48 4 

54 0 


111.6 

21-24 

705 


49 0 

55 9 


114.1 

24-28 

69() 

506 

51 7 

55 9 


108.1 


con-.unici expenditure bctwciai inajoi 
items of expentlitme at diHeo'ut levels 
of total cxi)ciidiliiic in 1960-61. Cor- 
iGsponding data for the uiban consumer 
expenditure arc given in Table 1.3. 

It will Ih^ iioli( I d that, in 1960-61, 
the poorest households having per ca¬ 
pita monthly expenditure less than Rs 8 
eonslituted 6.38 ina* cent of the rural 
populatiLin and 2.15 per cent of the 
urban population. Theii annual per 
capita expenditure was less than Rs 
80 (Rs 79.3 in iiiral area and Rs 77.6 
in urban area). More than 90 per cent 
of this small expenditure is devoted to 
food and fuel for cooking. In rural 
aiea, 64.42 per rent of the total c.\- 
l^enditurc at this level is spent on food- 
grains and substitute's .such as tapioiw; 
another 18,25 per cent is spent on 
other items of food and 8.74 per cent 
is spent on fuel and light. The distii- 
bution of uiban consumer expenditure 
at this level is quite similar. Evidently, 
this is the rock bottom of physical ex¬ 
istence and there is little room for va¬ 
riation. 

If we leave out this rock bottom, the 
pattern of consumer exijenditure begins 


to sh«nv marked differences between 
rural and uiban living. As we move up 
from the poorest to tlu*, somewhat bet¬ 
ter, the iiropoUion of c.xpendituie on 
food and especially on foodgralns de¬ 
clines in both rural and urban areas; but 
it di clincs mueh more lapidly in the 
uiban than in the uiral rase. For rural 
liouscliolds with pci capita monthly cx* 
pcnditiire of Rs 18-21 or annual per 
capita cxpcndituie of Rs 237.3 which 
IS a little below the avtaage (Rs 261.2) 
about half (50.31 pei exmt) of the total 
expenditure is .^pent on foodgrains and 
substitutes, and about a quarter (24.10 
per cent) ou the other items of food. 
At this love], aliout 75.0 ixu cent of the 
expeiuIiluFc is spent on food and if wo 
add to it the expenditure on fuel and 
light (6.67 per cent), more than 80.0 
per cent is spent on sheer physical ex¬ 
istence. 

Tn urban aiea, the proportion spent 
on foodgrains and substilutfts dechnes 
latlicr rapidly and is partly made up by 
increased i^roportion of cxx^onditiire on 
othfT items of food. For housebfilds 
vYith monthly per capita expenditure of 
Rs 24-28, or annual per capita expen- 
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Get the News from the Source 

Are you Interested In Politics .. . International Affairs • •• 

Europe ... and perhaps even Germany ? 

Then you should take a look at GERMAN NEWS, 

a fortnightly magazine brought out by the 

Embassy of the Federal Republic of Germany in New Delhi. 

The December 1st issue for Instance carries 
an appeal by Federal Chancellor Brandt to his 
countrymen on the sehjcct of the Gcrman'Polish Treaty 
the Kill text of the Treaty 

and a letter of the Speaker of the German Parliament, 

Mr. Kai Uwe von Hassel, to Mrs. Joshi (Sec below) 



Nev/ Delhi, 24-11.70 


Madame, 

I thank you for your letter dated Nov. 17, 1970 which you, simultaneously, had forwar¬ 
ded to the press. 

The great interest you obviously take in Germany is in strange contrast with your know¬ 
ledge of the real situation in my country. I am asking myself whether you and your 
friends are not being misled by those who have inspired your letter and who have offered 
you a rather amateurish inter pi etation of the Moscow Treaty. 

You seem to be of the opinion ihat it had corresp>onded to the will of the Germans 
themselves to luavo (h rmany divided and to forego German territories cast of the Oder- 
Neisse-linc. 


The facts are. however, that Gennany is divided today because the lino of confronlalion 
m the East-West conflict runs right through our country and that the part of Germany 
oft upied by Sovic‘l troops in 1915 is gove rned by a ronnnunist regime against the will of 
us population. It is also a fact that after 1945, Poland lost its eastern territorries to the 
Soviet Union and was compensated with (^ei man territories after the expulsion of the 
-German population. 

In the Federal Republic of Germany, th<* Communist Party is so weak that, in the last 
general elections in 1969 it received, together with all other fellow travellers, only 0.6% 
of the votes. This is because every German is well aware of what is happening in that 
part of our country ruled by lire Communists. Those in power in East Germany cannot 
dare to expose their regime to the test of free elections. If—apart from the “election 
results” witli 99% of Ves-votes for the “unity list”, which arc so characteristic for dictator¬ 
ships— there is need for further proof that the people in the GDR are not free, it is given 
by the Wall in Beilin and by the blood-soaked death-strip along the demarcation line, 
built to prevent desperate people from fleeing the tyranny. 

Breaking the Four-Power Treaties, the leaders of the GDR have subjected East Berlin to 
communist rule and arc now trying to lay hands on West Berlin’s freedom. 

Nevertheless, it was Chancellor Brandt who took an initiative by proposing at the Kassel 
meeting the 20 points in order to improve the situation between the two parts of Germany 
on the basis of human rights, equality of status and non-discrimination. However, the 
East Berlin Regime has, as yet, neither responded to these proposals nor shown the 
slightest inclination to contribute towards a normalization. 

Only if scon against the background of these facts, the magnanimity and boldness of the 
German policy becomes clear. A policy wliich, in spite of everything, endeavours to lay 
the foundations for a detente in Europe, thus serving the cause of peace in the world. 

Tliesc ends, logically, cannot be reached but by a fair and satisfactory solution of the 
Berlin Question which respects the rights of the Berliners of self-determination. Who 
claims to desire normalization in Europe but refuses to recognise the realities of West 
Berlin’s close links to the Federal Republic keeps tension alive. 

The GDR lives on the tensions in Europe. We know that those in power in East Berlin 
view with misgivings any pi ogress in our policy of reconciliation with the Soviet Union, 
with Poland and the CSSR. I understand their anger and frustration over the fact that 
none of these three States has made recognition of the GDR a precondition for the treaties 
and agreements with the Federal Republic of Germany. But I cannot understand why 
India sliould take offence at this. I believe that India will act according to her own con- 
victions and interests and docs not feel inclined to dance to the tune of others. 


In view of this situation, it wouhl probably l)e better, if you would direct your no doubt 
woll-intcniioned efforts to your coiniuunist fr emds in the GDR and to tell thorn that—unless 
they do not mind risking the general disdain of mankind —it is high time to reconsider 
reactionary policy which runs contrary to the trend of our time. r 

Respectfully yours 
(sd.) v. Hassel 
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diture of Rs 315.4, which is a little be- 
Iq^v the average (Rs 359^), about one- 
third (32.72 per cent) of the total ex¬ 
penditure is spent on foodgrains and 
substitutes and another one-third (34.56 
'per cent) on other items of food. 
Their expenditure on fuel and light ac¬ 
counts for nearly 7.0 per cent. Hence, 
even in urban areas, the households 
living a little below the average set'm 
to spend almost 75.0 per cent of their 
total expenditure on bare physical ex¬ 
istence. 


NuTRinoNAL Adequacy 

Seeing that between 7,5.0 and 80.0 
per cent of the total expenditure at le¬ 
vels a little below the average is spent 
<m food and its preparation, we might 
briefly examine the nutritional adequa¬ 
cy or otherwise of food at this level. In 
Table 1.4, we show the per capita 
daily consumption ol foodgrains and 
substitutes at different levels of expen¬ 
diture. As is to be expected, the con¬ 
sumption of foodgrains increases as we 
move from the poorest to the somewhat 
better. This occurs much more rapidly 
in rural area than in the urban area. 
In rural area, the per capita daily con¬ 
sumption of foodgrains and substitutes 
reaches 616 grams for households with 
per capita monthly expepditure of Rs 
13-15 or per capita annual expenditure 
of Rs 170.8. Calce^lating at the rate of 
3.3 calories per gram of foodgrains (in¬ 
cluding substitutes), 616 grams of food- 
grains give 2,033 calories per capita 
per day. As we have seen, this takes 
up nearly 60.0 per cent cf the total 
consumer expenditure of those house¬ 
holds.* They spend another about 20.0 
per cent on other items of food such as 
edible oil, ghee and butter, sugar and 
gur, and a little of milk, meat and 
fish. The quantities of these items arc 
rather small and they yield about 200 
calorics per capita per day. Thus the 
entire food at this level seems to give, 
about 2,250 calories per capita per day. 
Nutritional experts regard this as ade¬ 
quate under Indian conditions of cli¬ 
mate, etc. It means that, in 1960-61, 
an annual per capita consumer expendi¬ 
ture of Rs 170 was essential to give a 
(het adequate at least in respect of ca¬ 
lories. At consumer expendihure below 
this level, tlie diet was inadequate even 
in respect of calories. With reference ta 
Table 1.1, the population lying in month* 
ly per capita expenditure classes Rs 
0-8, 8*11, 11-13 and half the popula¬ 
tion lying in the dass Rs 13-15 had per 
capitm expenditure . below this level. 
The^ 'dassai add up to 33.12 per cent 
of ^ total riiral |ioputatfon. Thus, in 


Table 1.5: Percfntaoe of Rural Population in the States with an 
Inadequate Intake of Calories, in 1961-62 



State 

(1) 

Monthly Per 
Capita Expen¬ 
diture Class 

(Rs) 

(2) 

Per Capita 
Total Annual 
Consumption 
Expenditure 

(Rs) ^ 

(3) 

Total Calorie 
Equivalent of 
Daily Diet 

(4) 

Percentage of 
Rural Popula¬ 
tion Lying 
below This 
Level 

(5) 

(1) 

Rajasthan 

8-n 

120 

2495 

13.29 

(2) 

Uttar Pradesh 

11-13 

146 

2237 

18.13 

(3) 

Madhya Pradesh 

11-13 

147 

2475 

25.79 

(4) 

Jammu and 






Kashmir 

13-15 

165 

2380 

13.69 

(5) 

Punjab (includ¬ 






ing Haryana) 

13-15 

165 

2402 

13.98 

(6) 

Gujarat 

13-15 

164 

2222 

19.09 

(7) 

Mysore 

13-15 

172 

2238 

26 92 

(8) 

Bihar 

13-15 

169 

2198 

37,38 

(9) 

Orissa 

13-15 

167 

2342 

43 88 

(10) 

West Bengal 

15-18 

299 

2233 

44 09 

(11) 

Assam 

18-21 

233 

2260 

47 67 

(12) 

Tamil Nadu 

18-21 

235 

2321 

55.19 

(13) 

Maharashira 

18-21 

238 

2303 

61.04 

(14) 

Andhra Pratlcsh 

18-21 

236 

2355 

62 14 

(15) 

Union TerritorieN 

21-24 

276 

2388 

43 70 

(16) 

Kerala 

34-43 

464 

3007 

90.75 


Total 



-- 

38.00 

(17) 

All India 

13-15 

170 

2194 

30.92 


TaBI.L I ()■ PCRCIiNTAGF OF UrBAN PoI'ULAIION IN THE STATES WITH AN 
fNADEQUATr. INTAKE OF CaLORIES, IN 1961-62 



Slate 

(1) 

Monthly Per 
Capita Expen¬ 
diture Class 
(Rs) 

(2) 

Per Capita 
Total Annual 
Consumption 
Expenditure 
(Rs) 

(3) 

Total Calorie 
Equivalent of 
Daily Diet 

(4) 

Percentage of 
Urban Popu¬ 
lation Lying 
below This 
Level 

(5) 

(1) 

Rajasthan 


15-18 

202 

2343 

21.84 

(2) 

UHar Pradesh 


15-18 

202 

2294 

37.6^ 

(3) 

Bihar 


18-21 

238 

2365 

41.28 

(4) 

Jammu and Kashmir 

18-21 

239 

2250 

42.30 

(5) 

Assam 


21-24 

271 

2213 

23.37 

(6) 

Madhya Pradesh 


21-24 

271 

2568 

51.62 

(7) 

Punjab (including 






Haryana) 


21-24 

271 

2128 

52.09 

(8) 

Mysore 


21-24 

275 

2273 

57.39 

(9) 

Andhra Pradesh 


21-24 

273 

2436 

58.11 

(10) 

Gujarat 


24-28 

315 

2187 

50.50 

(11) 

Orissa 


24-28 

310 

2293 

55.57 

(12) 

West Bengal 


28-34 

374 

2313 

48.53 

(13) 

Union Territories 


28-34 

380 

2292 

48.90 

(14) 

Maharashtra 


28-34 

370 

2226 

58.18 

(15) 

Tamil Nadu 


28-34 

374 

2196 

70 78 

(16) 

Kerala 


43-55 

617 

2672 

88 89 


Total 


_ 

— 


54 00 

(17) 

All India 


21-24 

274 

2159 

46.50 


1960-61, about one-third of tlie rural 
population lived on diets inadequate: 
even in respect of calories. 

The pattern of urban consumption is 
.somewhat different. Here, though the 
consumption of foodgrains and substi¬ 
tutes increases with increase in total 
consumer expenditure, it lags very much 
behind the rural consumption at corres¬ 
ponding levels. For instance, for urban 
households with monthly per capita 
consumer expenditure of Rs 13-15 (an¬ 
nual Rs 169.7), the per capita daily 


onsumptloji of foodgrains and substitu¬ 
tes is only 412 grams whereas for rural 
households at the same level of expen¬ 
diture, as we have seen, it is 616 grains. 
This low consumption of foodgrains in 
urban areas is only partly due to 
higher urban prices. Urban prices of 
foodgrains and substitutes for this dass 
of consumers were about 1^ per cent 
higher than the rural prices; but the 
urban consumption of foodgrains was 
more than 33 per cent below the «iral 
consumption. There are two other 
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Table 1.7: A'TRAor Sf/j: ov Housfcin>n> in DiruRiNT SkciioNs of Rural 
and UllUAN PotM If ATI.'INS (1^)67-68) 


Section of Population 

M imTvi 

■ of Persons per Household 

R'jimI 

irib.in 

Poorest 5 per cent 

5 77 

6 00 

5 te 10 per cent 

5 ‘>7 

6 IS 

to to 20 per cent 

5 '^2 

6 00 

20 to 30 per cent 

5 57 

5 82 

30 to 40 per con? 

5 31 

5.48 

40 to 50 pci ecru 


5 37 

50 to per cent 

' 30 

4 93 

60 to 70 per cent 

5 33 

4 39 

70 to SO per ceni 

5 I I 

3 49 

SO to 90 per cent 

4 75 

2 89 

90 lo 95 per ceai 

4 6I 

2 74 

Richest 5 pci cent 

3 7S 

2 2'’' 

All Sections 

5 25 

4 70 



Tarlf I 8: Rural L\»ouu Hoi 'si iioj r^s, vvirif wicHoLfr 

AS Pi K('rNr\<_irs of Ai l Ri'rvi HoirsMi *] ns, i\ 1963-64 

l.AMl 



R-n 't t .1 

houi H<>'ise!u4ds 


Tol.il 


St,vie 

Witli Rj.nd Wiilioiu I.and 





f;is pe/ce 

riMge oi aO mial 





luLi 





(0 

(?) 

/I) 

(4) 

(I) 

Jammu and K’shmii 

i 25 

1 '5 

2 

50 

(2) 

Union Terri!one'- 

3 20 

A 35 

7 

55 

(3) 

R.ijasrhan 

S 3,x 

d -10 

1 1 

7f> 

(4) 

Uttar Pradesh 

7 70 

50 

15 

20 

(5) 

Punjab (including Harvan i) 

2 38 

I ' f5 

15 

83 

(6) 

Assam 

6 "4 

9 ly 

15 

92 

(7) 

C iui.ir:U 

2 le 

17 33 

19 

79 

(8) 

M id|j_\a Piadcsli 

10 7<, 

M K ‘ 

22 

no 

(9) 

My SOI c 

7 U 

10 1 t 

2 3 

."6 

(lO) 

Onssa 

12 00 

17 M 

29 

75 

(ll) 

M iharaslitra 

8 0^ 

21 3 3 

30 

00 

(12) 

Bihar 

94 

fo 94 

32 

88 

(13) 

West Beng.'i 

12 87 

.0 95 

33 

82 

(14) 

Andhra Pradesh 

10 05 

24 0^ 

34 

74 

(15) 

Tamil Naiiu 

10 3^ 

2^ 9,s 

36 

31 

(16) 

Keiali 

2 1 8 3 

1 1 87 

36 

70 

(17) 

India 

u 99 

15 5J 

25 

^3 

Indie 

V (agricultural labour households) 

8 12 

12 79 

2C 

91 


reasons. Fiistly, uibaii lioiiseln.'lJs 
spend less on lood than do niral house¬ 
holds at coi respondiiip: level ol total ex¬ 
penditure. I'^or inslanee, uith inonlhly 
per cai)ita ronsuiner exponditujc of Rs 
13-15, uihan households spend 71,81 
per cent of it on food while lural house¬ 
holds spend 78.5d per cent mi food, 
the urban households have other press¬ 
ing claims such as housing. Secondly, 
as wc have already noted, the urban 
households spend coinp-irvilively less on 
foodgrains and inoie on other iteiiis of 
fm)d .such as enlihlc oil, ghee and but¬ 
ter, sugar and gur, and milk, meat ami 
fish. Thn.s they cleiive proportionately 
moTo calories from foods other than 
foodgrains and substitutes. If these aie 
taken into' acc'ourit, the NSS data siig' 
gest that the urban households seeiue 
the minimum calorie requirement oJ 
2,25ip at levels wlu^e their consump¬ 
tion of foodgrains and substitutes 


KMches 490 giarniiK's per person per 
day. 

Jt is ci'Mr from Table 1.4 tliat an 
urban household reaches tl)is level of 
consmnpUon only at per capita monthly 
^’vpenditnu' of Rs 21.24. This is equi- 
vah'ut to an annual per capita expendi- 
Inn- of Iv* 271.7. This is almost 60 
per cent higher than the minimum e.x- 
iitMidilure iiulicafecl tor a rural house- 
tiold namely Rs 170 i>er capita per an¬ 
num. As meiilioiK'd above, this higher 
allowance for uiban miniimiin living i.s 
necessary firstly because the urban 
hous(;holds have of her pressing claims 
and can devote a smaller inoportion of 
total expenditure to food. Thu.s a rural 
luHiscliokl at Ihs 170 per annum per 
capita spend.s 78.56 per cent on food; 
an urban household at Rs 271 spends 
only 70.26 per eent on food. Secondly, 
an urban household, as compared to a 
rural household derives proportionately 


more of its calories froin items of food 
other than foodgrains and substitutes 
and, calorie for calorie, the other iteai$ 
of food are more expensive than the 
loodgrains and substitutes. Thus, a 
lural household, at Rs 170 per capita 
per annum, spends 58.12 per cent of 
the total expenditure on foodgrains and 
substitutes and only 20.44 per cent on 
oth('r items of food; an urban house- 
liold, at Us 271 per capita per annum, 
spends only 36.45 per cent of thf total 
cx])(mdiluu‘ on foodgrains and substitu¬ 
tes and as much as 33.81 per cent on 
nlh(*r ilnu.s of food. Finally, the prices 
of fuodgrains which an urban household 
at expenditure* level of Rs 271 per ca¬ 
pita i)er annum pays are almost 25 per 
cent higher than the prices paid by a 
rural houseliold at expenditure level of 
Us 170 per cai)ita per annum. It is 
tliiis that an annual per capita urban 
expenditure of Rs 271 is to be regard¬ 
ed as equivalent to an annual per capi¬ 
ta rural expenditure of Rs 170. With 
reference to Table 1.3, the population 
lying in monthly pei capita expenditure 
classes frniri Rs 0-8 to Rs 18-21 and 
half the population in the class Rs 21- 
24 had per capita annual expenditure 
below Rs 271. They add up to 48.04 
per lent of the urban population. 
Hence, in 1960-61, nc'arly half the urban 
ixipiilalion liv.d on diets inadequate 
evi'u in respect of calories. 

The Naiionai. Minimum 

A (lisliiiguished study group set up 
by the Government of India in July 
1962 has deliberated on the question of 
vv'hat should be regarded the nationally 
desirable minimum level of consumer 
c.xpcntliluie. The study group recom- 
mendi'd that a per capita monthly con- 
Mjujcir expenditure of Rs 20 (at 1960- 
61 piiccs) should !)e deemed the na¬ 
tional minimum. The basis of this de- 
tejiniiiation is not known. Apparently, 
the study group also did not make a 
di.stinction between rural and urbau 
living costs. In our computation above, 
wc have regarded that level of con¬ 
sumer expenditure desirable which se-. 
cures a diet adequate at least in respect 
of calorics. In 1960-61, this was Rs 
170 per capita per annum for rural 
households and Rs 271 per capita per 
annum for urban households. It will bo 
noticed that the rural minimum deter- 
uhiiexl by us is considerably below that 
proi)osed by the study group while the 
urban minimum determined by us is a 
little above that propqsed by the study 
group. In difference, we propose to 
revise the rural minimum slightly tig- 
wards to Rs 180 per annum or B4' 15 
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por moutli. We <nay also round off the 
urban minimum to Rs 270 per annum 
or*Rs 22*5 per month. Widi these mi¬ 
nima, it seems that, in 1960-61, about 
40 per cent of the rural population and 
about 50 per cent of the urban popula¬ 
tion lived below the desiiable minimum. 

Regional Vabiaiion in the Cost os 
Minimum Living 

The cost of minimum living varies 
not only between rural and urban areas 
but also between rural or urban areas 
of different States. As we shall present¬ 
ly see, the level, of per capita consumer 
expenditure at which a diet with 2,250 
calories is attained differs’ considerably 
from State to State. This is partly due 
to differences in prices and partly due 
to differences in consumer preferences 
in the sense that consumers in some 
States seem to attach a higher priority 
to food than do consumers in some 
other States. 

‘ The results of the National Sample 
Slavey for 1960-61 are not published 
in suliicient detail to bring out these 
diffeiimccs between States. However, 
the results lor 1961-62 a: 3 available in 
sulficient detail. They give State-wise 
data on fiuantities of various items of 
food eon.sumed at various per capita 
consumer expenditure levels. It is 
theieioro possible to find for each State 
the level of consumer expenditure at 
which diet with 2,250 calories is 
reached and the proportion of Uie po- 
luilation having consumer expenditure 
below iJiis level. The results for the 
rural population are shown in Table 1.5. 

In this Tabic is shown, for each 
State, .the monthly per capita expendi¬ 
ture class in which a diet with 2,250 
calories is reached (cniluinn 2). In sub¬ 
sequent columns of the Table are shown 
the per capita total annual consumer 
expi'Tiditure (column 3), the calorie 
ecjuivalcnt of daily diet (column 4), and 
the proportion of the population lying 
below this level (column 5). For com¬ 
puting this proportion, we have taken 
into account half the population lying 
in the monthly per capita expenditure 
class mentioned in column 2 together 
witli the population falling in the lower 
cla.sse.s. It will he seen that, in diffe¬ 
rent States, the food consumption 
readies the desued level in different ex¬ 
penditure classes and that the proportion 
of the rural population lying below the 
desired Icivel also varies greatly from 
State to State. Some of the differences 
are worth noting.« 

In Jammu-Kashmir, Punjab, Gujarat, 
Mysore, Bihar and Orissa, the desired 
calorie-level is achieved at about die 


t 

Table 1.9: Percentaob Distribution of Agricultural LABoxm Housbiiolds 
BY Annual Per Capita Consumer Expenditure (1956-57) 


Annual Per Capita 
Consumer Expenditure 

(Rs) 

North 

India 

East 

India 

South 

India 

West 

India 

Central 

India 

North- 

West 

India 

All 

India 

Upio 100 

27.77 

22.64 

29.96 

23.98 

33.13 

11.12 

25.88 

101 - 150 

33.92 

28.92 

29.41 

34.07 

35.52 

25.00 

31.05 

151 - 200 

19.25 

21.67 

20.23 

19.19 

16.34 

22.53 

19.96 

Above 200 

19.06 

26.77 

20.40 

22.76 

15.01 

41.35 

23.11 

Table 1.10: Proporiion (Percentage) 

OF Agricultural Labour Households 

AMONG Rural Households at Different Levels of Consumer Expenditure 

(1956-57) 

Annual Per Capita 

Consumer Expenditure 

North 

East 

South 

West 

Central 

North- 

Ail 

(Rs) 

India 

India 

India 

India 

India 

West 

India 

India 

Upto 100 

36.28 

43.87 

49.21 

42.07 

44.87 

15.51 

41.91 

lOJ - 150 

22.15 

35.35 

40.26 

34.85 

33.69 

11.44 

31.90 

151 - 200 

15.50 

29.77 

32.26 

22.75 

22.10 

9.38 

24.19 

Above 200 

8.13 

16.35 

19,44 

12.29 

13.73 

5.80 

13.94 

AH classes 

17.00 

27.03 

33.16 

23.57 

27.58 

8.04 

24.5*^ 


same level of total c‘C)nsum(T expendi¬ 
ture (Rs 13-15 per capita per month). 
Neverthele.ss, the proportion of i^opula- 
lion lying below this level varies from 
43.88 per cent in Orissa and 37.38 per 
cent in Bihar to 19.09 per cent in Cu- 
jaiat and less than 14.0 per cent in 
Punjab and Jaminu-Kaslimir. In West 
Bengal, tlic desired calorie-level is 
reached at a slightly liigher expenditure 
level (Rs 15 18 per capita per month) 
and the proportion lying below this 
level is 44.09 per cent which is close 
to the situation in Orissa. In Assam, 
the desired c.alorie-level is reached at 
an even higher expenditure level (Rs 
18-21 per month per capita) and the 
proportion of population lying below 
the desired level is also somewhat 
higher, namely 47.57 per cent. In 
Madras, Maharashtra and Andhra Pra¬ 
desh, the desired calorie-level is reach¬ 
ed at about the same expenditure level 
(Rs 18-21 per month per capita), but the 
proportion of ixjpulation lying below 
this level is much greater in these States 
— 55.19 per cent in Tamil Nadu, 01.04 
per cent in Maharashtra and 62.14 per 
cent in Andhra Pradesh. 

At the other end are Uttar Pradesh, 
Madhya Pradesh and Rajasthan. In 
these States, the desired calorie-level is 
achieved at much lower expendituic 
levels (Rs 11-13 per capita per month in 
Uttar Pradesh and Madhya Praclo.sh, 
and Hs 8-11 in Rajasthan) and the i)fo- 
portion of population lying below this 
level is also much smaller (25.70 per 
cent in Madhya Prade.sh, 18.13 per cent 
in Uttar PradeA and 13.29 in Rajas- 


llian). 

The case of Kerala i.s extreme and 
pt^culiar. llerci the desired calorie-level 
IS reatlied not until the toUd expendi- 
Ime I.s a.s high as Rs 34-43 per capita 
per uioutli. Consequently, 90.75 per 
cent ()1 tile lural population of the 
State appear to have diets below the 
ilesiud level. This may be true. It 
happens because, in Kerala, tapioca is 
widely u^s(■d as a substitute for food- 
giaiiis and, weight for weight, tapioca 
has a caloric value only one-third that 
of foodgrains. It is possible therefore 
that in Kerala 90 per cent of the rural 
poimlation in fact lives on diet inade¬ 
quate even in icspeet of calories. Al¬ 
ternatively, it is possible that the Na¬ 
tional Sample Suivey has under estimat¬ 
ed cel tain items of food such Jis banana, 
coconut, and fish entering into tho 
tliet.s of these iicople and that conse- 
(luoiitly the extent of malnutrition In 
Kerala has been somewhat exaggerated 
in the above figurCsS. 

If wc apply the State-wise estimates 
of the propoition of tho rural popula- 
thm living on inadequate diets to the 
State-wise lural population in 1960-61, 
it seems that, in that year, 135 million 
rural people, which is about 38 per 
cent of the total ruial population, liv¬ 
ed on diets inadequate even in respect 
of calories. 

As in the case of the rural popula¬ 
tion so in the case of the ui4)an popu¬ 
lation, the level of consumer expendi¬ 
ture at which the diet reaches adequa¬ 
cy in respect of calories varies gi^tly 
from State to State. The relevant 
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Table 1.11 : Pcrclntaoe Distributton of Small Land-Owners bv Monthly to bo given special assistance in one 
Per Caimta Consumer Expenditure (1955-56) form or another. 

■ The urban situation is likely to fee 


Cultivated Land 
Possessed (acres) 

Per Capita Montlily Consumer Expenditure (Rs) 

0-8 8-11 11-13 13-15 16 and above 

somewhat different. Here a large 

household may have more tlian one 
earner in the formal sense of the term. 
However, they earn Jittle. These are 

0.01 - 0.49 

25.97 

36.13 

15.2^ 

4.69 

17.96 

cases of tlie rural poor who have drifted 
into the cities in search of a living but 

0.50 - 0.99 

21.35 

38.09 

14.82 

8.51 

- 17.23 

have not yet been able to secure an 
adequate one. The mere fact of po¬ 

1.00 - 1.49 

21.84 

35.22 

17.79 

5.30 

J9.85 

verty may bring them together ^d for 
want of adequate living room, they may 

1.50 - 2.49 

17 81 

33 15 

16.63 

10.10 

22.31 

huddle together to constitute a 'house¬ 

2.50 - 3.49 

15.92 

33.24 

14 24 

9.90 

26.70 

hold' for the purpose of the census or 
the National Sample Survey. Their pro- 
lilem is one of employment opportunity 

3.50 - 4.99 

il.l5 

26.92 

19.70 

11.74 

30.49 

for their working members and not so 





much of special assistance. 


data derived from the National Sample 
Suivey lor 1961-62 are given in Table 
1.6. It is clear that the level of con¬ 
sumer c.\iK'nditure at which the diet 
reaches adequacy in calories and tlie 
prupoilion ot the urban population liv¬ 
ing below this level vaiy greatly from 
State to State. But everywhere the in¬ 
cidence of poverty is much greater in 
the urban areas than in the rural areas. 

J1 we apply tb<' State-wise estimates 
of the pioportion of the urban popula¬ 
tion living on inadequate diets to the 
State-wise urban population in 1960-61, 
it seems that, in that year, 42 million 
urban p* ople, which is about 54 per 
cent ul the total urban population, lived 
00 diets iiiadeiiuate even in respect ol 
calories. Adding this number to the 
estimate of rural population living on 
iiiadeiiuate tliels, namely 135 million, 
it seems that in 1960-61, between 175 
niilliMii to ISO million i)eox'»lo in the 
count ly lived on diets i'iiailiyjnato evi'n 
in i(^sp<cl ol ealoiies. This biiefly Is 
the measure ot the evlent of ijoveily 
prevailing in the t'ounlry at llie begin¬ 
ning of the last decade'. 

Tiif: i\K)n — Wiio Tinev Ahf. 

Not enough is known about these 
people who were so poor as not to be 
able to afford a diet adequate even in 
terms of calories. In the following, vve 
shall present what little fragmentary 
data aie available regarding the cha¬ 
racteristics of the poor which may also 
indicate tlie causes underlying Iheir 
poverty. 

Size of ihe IIoosehoijds 

One of'•the reasons of poverty is un¬ 
duly large number of dependants to be 
supported per earner in a household. 
Th^re are no direct data available to 
support this proposition. But it may 


l)e indirectly inferred by examining die 
size of households (number of persons 
per household) in different .sections of 
tlie population. In Table 1.7 we give 
the lelevant data. 

It will be noticed that the average 
size of household in the poorest 10 per 
cent of tlu! uual iiopulation is 5.87 
(aveiage of 5.77 anti 5.97). As we move 
tliiough the succesaive ten per cent sec¬ 
tions of tlie population with increasing 
l)cr capita consumer expenditure, the 
average size oi the household steadily 
declines until for fhe richest 5 per cent 
population, it is as low as 3.78. The 
phenomenon is even more marked in 
tlie urban area. Here, in the poorest 
10 per cent of the population, the size 
of the houschohl is as large as 6.09 
(aveiage of 6.00 and 6.18). It declines 
steadily and rapidly as we move to the 
better sections until for the richest 5 
per cent of the population, the size of 
household is as small as 2.25. There is 
theiefore lillh^ doubt that the size of a 
household is an important factor push¬ 
ing it down the ladder. 

It should be noted tliat a larger 
household does not necessarily mean a 
larger number of dependants per earner. 
A larger household may also have more 
earners as in a joint family; but in that 
(■ase, it w'ouhl also have a larger in¬ 
come and the fact of a mere large size 
would not reduce its per capita con¬ 
sumption. When a large household has 
low per capita consumption, it is evi¬ 
dent that it has more dependants per 
earner. This would be particularly true 
of rural households. These households 
may not necessarily be marked by des¬ 
titution, disability or old age. They may 
lie perfectly normal households, with 
normal earners but burdened with too 
large a number of dependants. None¬ 
theless, for tliat reason; they will need 


The Rural Poor 

Little more information is available 
DH tlir nnal x)oor. In inral aieas, an 
important cause of poverty is lack of 
land resources. A number of rural 
households have no land at all. They 
live entindy by the personal labour of 
their members. They constitute .some 
of the poorest sections of rural popula¬ 
tion. It will be useful to examine what 
proportion of rural i)overty is accounted 
fur by the landless. 

d'hc relevant data are available from 
the Eighteentli Round of tlic National 
Samjjlc Survey whiq^ refers to the pe¬ 
riod from Febiuary 1963 to January 
1964. However, only a few summary 
tabulations of data from this round are 
presently available in publi.shed form. 
Theicff>re we shall supplement these 
data with the more detailed data ear¬ 
lier collected aud published jn the 
Eleventh and Twelfth Hounds of the 
National Sample Survey which covered 
the period from August 1956 to August 
1957. 

In the Eleventh and Twelfth rounds 
covering 1956-57, besides the general 
iruiuiiy into the consumer expenditure 
of a sample of all rural households, a 
special inquiry was conducted into th^ 
employment, earnings and consumer ex¬ 
penditure of a sample of agriculturaj 
labour households. For tins purpose, an 
agricultural labour household was de¬ 
fined as one for which agricultural wage 
employment constituted the major sour- 
c'e of income. In the Eighteenth Round 
covering 1963-64, the special inquiry 
was extended to cover all rural labour 
households and a distinction was made 
between agricultural labour households 
and non-agricultural Jiabour households 
depending upon the major source of 
their wage income. It seems in 
1956-57, about 25 per cent of the furtil 
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households were agricultural labour 
Households. In 1963*64, only about 20 
per cent of the rural households were 
agricultural laboiu* households but, in 
addition, about 5 per cent of the rural 
• households were classified as non-agrl- 
cultural labour households. It is pos¬ 
sible therefore that there was a decline 
in the proportion of agricultural labour 
households. However, it seems more 
likely that, though the inquiry In 1956- 
57 was confined to agricultural labour 
households, it in fact covered all rural 
labour households as was explicitly 
done in the inquiry during 1963-64. In 
that case, the proportion of labour 
households seems to have remained 
more or less constant over tlie seven 
years from 1956-57 to 1963-64. In 
both the periods, about 60 per cent of 
the labour households had no land and 
hence they depended almost ei»tirely on 
the personal labour of ihcir members. 
They had no other means of livelihood. 
The remaining 40 per cent ctiUivated 
small pieces of land; nevertheless their 
main dependence was on wage employ¬ 
ment in agriciiltuie or outside agricul¬ 
ture. Nearly three-fourths of the la¬ 
bour households worked as casual la¬ 
bourers, that is, they w^orked if and 
when work W'as available. Otherwise 
they wore unemployed. Tlie remaining 
one-fourth were attached labourers, 
tliat is, they worked for a single em¬ 
ployer under some kind of a contract 
extending to at least a period of one 
year. The nature of this contract would 
vary from a proper agreement of an an¬ 
nual farm servant to the feudal tie of 
a bonded labourer. But all of them 
had some kind of regular emplo3mieiit. 
In a sense, they were never unemploy¬ 
ed during the year. 

Though, as mentioned above, about 
one-foiuth of all rural households arc 
labour households, the incidence varies 
greatly in different regions of the coun¬ 
try. In Table 1.8 are given the pro¬ 
portions that the labour households 
bear to all rural households in different 
States. 

It will be noticed that the incidence 
of rural labour is very high in the 
South, namely in Kerala, Tamil Nadu 
and Andhra Piadesh where more than 
one-third of all rural households are la¬ 
bour households. The incidence is also 
high in West Bengal, Bihar and Orissa 
where ".learly one-third of all lural 
households are labour households. In 
Maharashtra, about 30 per cent of all 
rural households are labour households. 

In the remaining States, the incidence 
of rural labour is much lower. It will 


be noticed that the States with high 
incidences of rural labour are also 
generally the States with large propor¬ 
tions of the rural population living he- 
lf)w the minimum. 

CoNSUMEa ExPENDriTmB OF 
AoRicuLTunAL LalBOur Households 
(1956-57) 

In Table 1.9 w^e give the percentage 
distribution of agricultural labour house- 
liolds according to their annual per ca¬ 
pita consumer expenditure in 1956-57. 
The distributions are given separately 
for the six population zones of the 
country. 

We Imve cadier accepted minimum 
desirable consumption in rural area to 
be Us 15 per capita per month or Rs 
130 per capita per annum at 1960-61 
prices. At 1956-57 pi ices,' tliis is ap- 
proximaU ly equal to Rs 150 per capita 
per annum. Hence it will be seen that 
about 57 per cent of the agricultural 
hihour households lived below the mi¬ 
ll iiniiin. The incidence of poverty 
among the agiicultnral labour house¬ 
holds is again somewhat different in dif- 
fi'ient regions. In Central India, 68.7 
pc“r cent of the agiieiiltural labour 
households and in Nortli India and 
South India, about 60.0 per cent of the 
agricultural labour households lived be¬ 
low- tile niiniimmi. 

It is fjbvious’ tliercfore that the imi- 
dence of poverty is much moie common 
among the agricultural labour house¬ 
holds than among all rural households. 
To judge what piut of rural poverty is 
due to agricultural labour households, 
w'c should find the proportion of agri¬ 
cultural labour households among rural 
himseliolds living at different levels of 
per capita aniuial consumer expendi¬ 
ture. In Talrle 1.10, we give the rele¬ 
vant data. 

It will be seen that among rural 
households living at less than Rs 100 
per capita per annum, w^hich, as wo 
saw, corresponds to the rock-bottom of 
physical existence, agricultural labour 
households constituted more than 40 
per cent. In South India, half of tlie 
rural households living at this level were 
agiicuKural labour households. Among 
rural households with ammal i}er capita 
consumer expenditure between 101-150, 
agricultural labour households constitut¬ 
ed nearly one-third. In South India, 
they constituted over 40 per cent of the 
rural households living at this level. 

Among the rural households with 
annual per capita expenditure between 
Rs 151-200, the proportion of agiicul- 
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tural labour households is no larger 
than in the general rural population. 
Among niral. households with annual 
per capita consumer expenditure of 
more than Rs 200, the proportion of 
agricultural labour households is natu¬ 
rally small. 

11ms the rural poverty at the lowest 
level is largely accounted for by the" 
agrioullfiral labour households. Never¬ 
theless, even at this level, they do not 
account for more than half the poor. 
The remain ing rural poor are presum¬ 
ably small cultivators. 

CoN'sirMun Expendituhk of Small 
Land-Owners (1955-56) 

In Table 1.11 we give the percent¬ 
age distribution of small land-owners 
(possessing cultivated land) according to 
ihcir per capita monthly expenditure in 
19,55-56. It will be seen that the dis¬ 
tribution, by cx)nsumer expenditure, of 
hmisi'holds witli lcs.s than 0.5 acre of 
cultivated land is quite similar to that of 
the agricultural labour households. In¬ 
deed, these households would be classi¬ 
fied as agricultural labour households 
because their main source of income 
would be from hired labour on other 

ijinis. 

\^’llh laudhnldKigs of between 0.5 
and 1.5 acres, the situation is only 
slightly better. Nearly 75 per cent of 
the households with these size holdings 
lived below Rs 13 per capita per month 
which, in 1955-56, would be approxi¬ 
mately the equivalent of Rs 15 per capi¬ 
ta per month in 1960-61. 

With larg<‘i landholdings the situ¬ 
ation naturally improves. However, even 
with cultivated landholdings between 
3,50-4.99 acres, nearly 60 per cent of 
tlic huuseholds still lived below the mi¬ 
nimum of Rs 13 per capita per month. 

Conclusion 

In spite of these rather old and frag- 
mentai-y data, it is clear that the rural 
p(jor consist predominantly of agricultu¬ 
ral labour households and small land¬ 
holders with cultivated holdings of less 
than 5.0 acre.s and particularly less than 
2.5 acres. The two groups would also 
rnchide village artisans progressively 
thrown out of their traditional ^ploy- 
ment. The urban poor are only an over¬ 
flow of the rural poor into the urban 
area. Fundamentally, they belong to 
the same class as the rural ^bor. How¬ 
ever, as they live long enough in urban 
poverty, they acquire characteristics of 
their own. Little is known of their* life 
and labour in the growing dties. 
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PERFORMANCE OF THE ECONOMY DURING THE PAST 

DECADE 


In the previous section, we described 
the situation as it prevailed in 1960-01. 
We shall now proceed to take a brief 
review of the progress made during the 
piist decade. The last year for which 
som(^ data are available is 1908-09. 
Thcrrfojc, in the following review, we 
shall cover the period fnun 1960-61 to 
UKH8-69. 

Nkt Natiovai. Product at Current 
Prices 

National Incoine again offers a useful 
sun unary measure to judge the perform¬ 
ance of the economy in a given period. 
The particular measure of national in- 
oome wo shall use is specifically term¬ 
ed Net National Product at Factor Cost. 
Wc shall biicfly refer fu it as NNP. We 
have cailifr mentioned that the NNP 
\\as Ps 13;30.S croios iu 1960-61. It 
increased to Us 28,HOO crores in 1968- 
09. This metaris that if we treat NNU 
in 1960-61 as 100, (he NNP in 1968-69 
was 216.d (sf‘e cfdumns 2 and 3 of 
Table 2.1). Die NNP inercased annu¬ 
ally by alM)Ut 6 i:)c*rcentage points du- 
im'g 1901 62 and 1962-63, by almost 17 
percontagi* points in 1963-64; l)y 26 
percentage points in the ue.xt two yeais, 
by 23 percentage points in 1966-67; by 
32 pciccntagc points in 1967-68; and 
by 6 p<Tccntage points in 1968- 
69. Over the eight years from 1960-61 
to 1968-69, the NNP more than 
doubled. 

Nft NAn(3NAT. Product at Constant 
(1960-61) Prices 

This is a spectacular pcrh^rmanc-e if 
it were all njal. Unfortunately it is not 
all real. During the eight years from 
1960-61 to 1968-69, the prices of cotn- 
moditics have almost doubled. This 


Fluctuations in Agricultural 
Production 

Tlie growth in the NNP has not been 
steady. This is because agricultural 
production, which constitutes almost 
half of the total, is still liable to wide 
fluctuations from year to year. The 
real increase in the NNP by 6 percent¬ 
age points in 1963-04 and again by 8 
percentage points in 1964-65 was be¬ 
cause of the good agricultural season in 
those two ycais. This was followed by 
two very bad years and the NNP ac¬ 
tually declined in 1965-66 and remain¬ 
ed at the same low level In 1966-67. 
l'’()ifnn.it( ly, the year 1967-68 turned 
out to be a very good year and the 
NNP jumped by 10 percentage points. 
The year 1968-69 was also a good year 
and the NNP is estimated to have ad¬ 
vanced by another 2 percentage points. 

Thus the annual fluctuations in agri- 
cult\iral pioduction explain the unsteady 
grow th of the NNU. But in a period as 
long as 8 or 10 years, one must take 
good years along with bad years and 
jcckon the fact that the real increase 
111 NNl’ in eight years was only 26.5 
per cent whic'h is a coinpound growth 
rate of less than 3 per cent per annum. 

Nicr Nationat. Product Per Capita 
A i Cons I ANT (1960-61) Prices 

The gruwtli in the NNP must be 
iflaccd alongside the growth in popula¬ 
tion. The population of the Indian 
Union in 1961 was 431 million. We 
.shall know what it is when the 
census is taken this year. However, 
in the meanwhile, the population is es¬ 
timated to have been giow'ing at the 
annual late of 2.5 per cent. Clearly, 


therefore, a growth of NNP at an an¬ 
nual rate of no more than 3 per cent is 
barely sufficient to keep pace with the 
growth in population; it leaves little 
margin to make a net improvement in 
the economic condition of the people. 
This becomes clear if we divide the 
NNP by the estimated population each 
year to get the NNP per capita. If this 
is done, it becomes clear (see columns 6 
and 7 in Table 2.1) that the per capita 
NNP increased from Rs 306.7 Jn 1960- 
61 to just Rs 321.3 in 1907-68 and Rs 
319.4 in 1968-69. This is an increase at 
best of only 4.5 per cent in eight years 
which is about half a per cent per 
aumim. This, summarises the perform¬ 
ance of the economy during the past de¬ 
cade. 

Privaie Consumer Exi’Enpiixjbe 

As mentioned earlier, per capita pri¬ 
vate consijmer expenditure gives a more 
direct measure of the well-being or 
standard of living of a people. We have 
seen that the per capita private con¬ 
sumer expenditure was Rs 276.3 in 
1960-61. In Table 2.2 aie given the re¬ 
levant data for die subsequent years. 
In order to dssr.ss the real changes in 
die per capita consumer expenditure 
since 1960-61, it is necessary to value 
the consmucr r\p<m<lituie in subsiiquent 
years at constant (1960-61) pi ices. Phis 
is what is done iu column 8 of Table 
2.2. In column 9 of''the Table, is shown 
per capita consumer expenditure at con¬ 
stant (1960-61) pi ices for the ycar.s 
from 1960-61 to 1968-69. 

It will be seen that the per capita 
con.snmer expenditure increased from Rs 
276,3 in 1960-61 to Rs 285.5 (at 1900- 
61 prices) in 1968-69. The per capita 
consumer expenditure shows a sudden 
increase (Rs 296.0) in 1964-65 and 
then a sudden fall (Rs 269.8 and Rs 
271.8) in the following two years. This 


moans that a rupee in 1968-69 does not 
me^ the same thing as it did 1960-61. 
Hence, to judge the real increase in 
NNr, uc should ask what would the 
NNF be if the price had remained un¬ 
changed. In other words, we should 
value the NNP in subsequent years at 
prices as they prevailed in 1960-61. We 
shall refer to this as Net National Pro¬ 
duct af Constant (1960-61) Pric*es. From 
such a series (see columns 4 and 5 of 
Table 2.1), it becomes clear that the 
NNP increased by only 26.5 per cent 
in eight y^.ars and not by 116.4 per cent 
as appeared earlier. Thus the real in¬ 
crease in the NNP is only 26.5 per cent 
in eight years; the balance of increase 
is a reflection of the increase in prices. 


Taiuh 2 1 • NfcT NAnoNAi. Product at Current and Constant (1960-61) Prices 
AND PhR Capita Net National Product at Constant (1960-61) Prices 



NNP 


NNP 

Per Capita NNP* 

Year 

at Current 

Prices 

at 1960-61 

Prices 

at 1960-61 

Prices 


Rs 

Index 

Rs 

Index 

Rs 

Index ■ 


Crores 

with 

Crores 

with 


with 


1960-61 


1960-61 


1960-61 



Base 


Base 


Base 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1960-61 

13,308 

100.0 

13,308 

100.0 

306.7 

100.0 

1961-62 

14,063 

105.7 

13,795 

103.7 

310.7 

101.3 

1962-63 

14,891 

111.9 

14,067 

105.7 

308.8 

100.7 

1963-64 

17,119 

128.6 

14,889 

111.9 

319.2 

104.1 

J 964-65 

20,080 

150.9 

15,945 

119.8 

333.6 

108.8 

1965-66 

20,586 

154.7 

15,045 

113.9 

.307.3 

100.2 

19^67 

23,647 

177.7 

15,173 

114.0 

302.4 

98.6 

1967-68 

27,922 

209.8 

16,525 

124.2 

321.3 

104.8 

1968-69 

28.800 

216.4 

16,835 

126,5 

319.4 

104.1 
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Table 2,2: Nbt Domeshc Product, ><8T Imports, Net DoMfiETfc Expenditure, Net Domestic Capital Formation, 
Government Consumption Expenditure and Privatp Consumer Expenditure 


Year 

(1) 

Net 

Domestic 
Product at 
Market 
Prices 
(2) 

Net 

Imports 

(3) 

Net 

Domestic 

Expenditure 

(4) 

Net , 
Domestic 
Capital 
Formation 

(5) 

Government 

Consumption 

‘Expendi- 

ture 

(6) 

Private Consumer Expenditure 

At 

Current 

Prices 

(7) 

At 

1960-61 

Prices 

(8) 

Per Capita 
at 1960-61 
Prices 
fRs) 

(9)_ 

1960-61 

14,328 

410.5 

14.739 

1,665 

"1,086 

11,988 

11,988 

276.3 ^ 

1961-62 

15,241 

284.8 

15,526 

1,689 

1,206 

12.631 

12,390 

1 279.1 

1962-63 

16,264 

352.7 

16,617 

1,920 

1,458 

13,239 

12,506 

274.5 

1963-64 

18,797 

362.5 

19,160 

2,353 

1,876 

14,931 

12,986 

278.4 

1964-65 

22,013 

491.6 

22,505 

2,681 

2,005 

17,819 

14,150 

296.0 

a965-66 

22,839 

483.0 

23,322 

3,056 

2,195 

18.071 

13,207 

269.8 

1966-67 

26,238 

688.9 

26,927 

3,100 

2,576 

21,251 

13,636 

271.8 

1967-68 

30,670 

685.9 

31,356 

3,250 

2,800 

25,306 

14,977 

291.1 

1968-69 

31,760 

310.0 

32,070 

3,230 

3,100 

25,740 

la,046 

285.5 


Note: Figures in columns 2 through 

is a reflection of tho bumper agricuitu* 
lal production in 1964-65 and poor pro¬ 
duction in the following tw'(j years. The 
average pci capita consumption during 
the three years 1904-65, 1965-66 and 
1966-67 was Hs 279.2 per annum. It 
seems more likely that the real con¬ 
sumption was maintained more or less 
at this level by carrying some of the 
laige stocks of 1964-65 into the next 
two years ratlua than .illowing them to 
ilucluate along with fluctuations ivi agri¬ 
cultural production. For the same rea¬ 
son, we should sanootben out the fluc¬ 
tuations in the fust lliree years as also 
in the last two ycais*. W^ien this is done, 
the estimates ot per capita consumer 
cNpenditiue in the nine years appear as 
shown in Table 2.3. They seem more 
reasonable and plausible. 

TIjc upsliot of the whole exercise is 
that the per capita con.si.mcr expendi¬ 
ture has risen from Rs 270.3 in 1960- 
61 to Rs 289.6 in 1968-69, that is by 
4 8 per cent in eight years or by about 


Table 2,3 : Per Capita Private 
C NSUMER Expenditure at 1960-61 
Prices 


Year 

Per Capi¬ 
ta Con¬ 
sumption 
Expen¬ 
diture 
(Rs) 

Index with 
1960-61 
Base 

1960-61 

276.3 

100.0 

1961-62 

276.6 

100.1 

1962-63 

277.4 

100.3 

1963-64 

278.4 

100.8 

19M-65 

279.3 

101.0 

1965-66 

279.2 

101.0 

1966-67 

279/2 

101.0 

1967-68 

• 287.0 

103.9 

1968-69 ' 

' 289.6 

104.8 


8 are in Rs croros. 

half a per cent per annum. It is obvi¬ 
ous that it could not have risen by any 
more bi'cause as we have seen the per 
capita income rose at best by 4.5 per 
e<;nt in the eight years. Incidentally, 
we may note that the per capita con¬ 
sumer e.xpenditure seems to have in¬ 
creased a little more than has the per 
cai)ita national income. 'I'lie reasons 
seem to be firstly tliat the large in- 
cieasc in national income registered in 
the last two years has been mainly on 
acc'ount of the large increase in the pro¬ 
duction of foodgrains in these years and 
secondly that the net domestic capital 
fonnation as a proportion of the net 
domestic expenditure has gone dowm 
shaiply in these two years. 

DisiiuiiUTiON oi«' 'mi-; Gains of 
DEVELOrMENT 

This brings us to the next point 
namely how^ are these small gains ol 
development distiibuted between dil- 
ferenl st^ctions of the populatif/.i — be¬ 
tween the rural and urban populations 
and between the richer and poorer sec¬ 
tions of these populations? Moic speei- 
lically, we ask; The average consumer 
exptmditure in the country ro.se by 4.8 
per cent in real terms (that is at con- 
sta-iit prices) in the eight >'eais from 
1960-61 and 1968-69. Did this happen 
equally in the case of the lural and urban 
populations and equally in the case of 
the richer and poorer sections of 
these populations? These ques¬ 
tions are crucial while a.ssessing whether 
anything is happening to the poor of 
this countiy; whether their lot has im¬ 
proved materially as a result of the 
economic development of tho past 
decade. If the per capita consumption 
in the country has risen by no more 
than 4.8 per cent in eight years, it is 
obvious that little noticeable could have 
happened in the nature of alleviation 
of poverty unless the poorer sections 


have piofited proportionately more than 
the average and much more .so than the 
licb. Did this happen during the past 
decade? We sludl examine the facts. 

lUnur.-UaHAN Dife'Ereniial m Per 
CA niA Consumer Expenditure 

As mentioned earlier, the National 
Sample Suwey (NSS) offers estimates of 
private consumer expenditure in rural 
and urban areas separately. In Table 
2.4, sve give the NSS estimates of per 
capita consumer expenditure for the 
rural and urban populations for the 
years 1960-61 and 1967-68. In order to 
make', the estimates for 1967-68 com- 
paiable with those for 1960-61, the es¬ 
timates for 1967-68 must be e.xprcssed 
at prices prevailing in 1960-61, This is 
done in the second line of the Table. 

As earlier mentioned, the NSS esti¬ 
mate of per capita private consumer ex- 
pt*nd)tuie for 1960-61 (Rs 278.8) is ci 
close agreeincnt with the corresponding 
official estimate (Rs 276.3); tlie NSS es¬ 
timate is higher than the official esti¬ 
mate l)v less than one ]x:r cx'nt (0.9 per 
tent). However, the NSS estimate of 
jM-r capita piivatc consumer expenditure 
lot 1967-6.S at 1960-61 pi ices (Hs 256.2) 
IS much belou' the corresponding offi¬ 
cial estimate (Hs 287.0). Indeed the 
NSS estimate is short of the official es¬ 
timate !)>’ as nint h as 10.7 per cent. 

It seems that the NSS estimate of per 
capita priv.ite etaisumer cxi>endiiiiie fur 
1967-68 is an imd<;reslirnate. This be¬ 
comes cltstr it' we ctiinpare it with (ho 
NSS estimate for 1960-61. will be 
seen that, coinjiared at coustaMt 1960- 
6] pijct's, the NSS estimate for 1907-68 
(Hs 256.2) is below the NSS estiinato 
for 1060-61 (Ils 278.8) by,as much as 
8.1 per cent. Hence, if we rely on the 
NSS estimates, it would appear that the 
per capita consumption declinetl by as 
niueh as 8.1 pt?r cent during the .seven 
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Tablk 2.4 : 


i National Sample Survey Estimates of Per Capita Private 


Consumer Expenditure 


(Rs) 




1960-61 



1967-68 



Rural 

Urban 

Total 

Rural 

Urban 

Total 

At current prices 

261 2 

359.2 

278.8 

405.2 

550.3 

432.9 

At 1960-61 prices 

NSS estimates rcvi-icd to bring 
in acconl with otficial estim¬ 

261 2 

359.2 

278.8 

239.8 

325.7 

256.2 

ates : at 19f>0-6l prices 

258.8 

356 4 

276.3 

268.6 

364.9 

287.0 

Per cent increase over 1960-61 

— 

— 

-- 

3.8 

2.4 

3.9 


Tablv 2.5 : Per Capita Annual Consumer Expenditure in Different Sections 
OE Rural Population in 196C-6I and 1967-68 (at 1960-61 Price.s) 




Per Capita Consumption 1967-68 


Section 
of Pop¬ 
ula¬ 
tion 

(1) 

Per Capi¬ 
ta Con¬ 
sumption 
1960-61 

(2) 

NSS Estimates 

First Revision 

Final Revision 

Rs 

0) 

Index 

with 

1960-61 

Base 

Per Cent 

(4) 

Rs 

15) 

Index 

with 

1960-61 

Base 

Per Cent 

(6) 

Rs 

(7) 

Index 
with 
1960-61 
Base 
Per Cent 

(8) 

0-5 

75 6 

71 0 

93 9 

71.0 

93 9 

74.8 

98 9 

5-10 

100.4 

96.9 

96 5 

96 9 

96.5 

102.0 

101.6 

10-20 

124 2 

120 1 

96 7 

120.1 

96 7 

126.5 

101.9 

20-30 

150.1 

145 8 

97 1 

145 8 

97.1 

153.4 

102 2 

30-40 

174 4 

170 0 

97 5 

170.0 

97 5 

179.0 

102.6 

40-50 

198 0 

195 0 

98 5 

195 0 

98.5 

205.3 

103.7 

50-60 

227 0 

222 8 

98.1 

224.3 

9S.H 

236.2 

104.1 

60-70 

258 5 

2.56. 1 

99 1 

256.1 

99,1 

269.8 

104.4 

70-80 

303.1 

298 8 

98.6 

300 4 

99.1 

316.3 

104.4 

80-90 

382 5 

36,3 3 

95.0 

379 1 

99.1 

399.2 

104.4 

90-95 

493 3 

449 4 

91.1 

488.9 

99 / 

514.8 

1C4.4 

95-100 

870 6 

635 0 

72 9 

862.8 

99 / 

908 6 

104.4 

All Sec- 

lions 

258 8 

239 8 

92 7 

255.1 

98 6 

268 6 

103.8 


years from ]960-61 to 1967-68. This 
appears unlikely. Himicc, vvc must tCiii- 
clude that the NSS e>liinale ol jjfi 
capita Cfin.sunvT e\j>eiuliluie in 1967-68 
is in i.ict a'.i uinloK stiinale. 

We shall later CA'amiue tlie reasons 
for and the nature ol this underestima¬ 
tion. For the present, we propose to 
revise the NSS estimates of rural and 
urban per capita consumer e.xpendituie, 
both in 1960-61 and 1967-68, in order 
to brin^j them in accord with the olH- 
cial estimates oi jut ea|)ita national eon- 
sumption in those vcais. This is done 
in the third line oF Table 2.4. It will 
be notiecd that the revisifin is only 
slii^ht tor 19()0-6l but is veiy con¬ 
siderable foi 1967-68. 

From the estimates ol per capita ii/- 
ral and urban eousumer e.vpenditurf* 
thus revised, it w ill lx* se<*ii tliat tin* 
per capita uationa) consumer expenrli- 
ture increased Iroin Rs 276.3 in 1960- 
61 to Rs 287.0 in 1967-68 that is b> 
3.9 per cenU lu the same period, the 
per capita luial ctmsumcr expi-nditurt; 
increased from Rs 258.8 to Rs 268.6 
that is by 3.8 pi‘r cent, wJiilc the per 
capita urban consumer expenditure in- 


cieased from Rs 356 4 to Rs 364.9 that 
is l>y 2.4 i)er cent. Thus it seems that 
the average consumption in the rural 
aica has improvf'd a little more, though 
only slightly, than the average consump¬ 
tion in urban aica. Consequently, the 
niral-uibaii difference has been reduced 
a little. For instance, in 1960-61, the 
per capita urban consumption (Us 356.4) 
was 37.7 per cent higher than the per 
capita rural consumption (Rs 258.S). In 
1967-68, the per capita uiban cunsump- 
tioij (R.s 364.9) was only 35.9 per cent 
higher than the per capita rural con¬ 
sumption. We shall lati^r examine the 
piocess through wliich the rural-uibau 
difference has been thus reduc'od, even 
it only .slightly. 

The; Rumal Poor 

We shall ni)w proct^ed to examine 
the crucial question whether as a result 
ot the economic development of the 
past decade, the poorer section.s have 
profited jiropoitionately more or Icsji 
than liavc the richer sections. We have 
earlier given the distribution of the po¬ 
pulation in 1960-61 ac'cording to per 
capita consumer expenditure. It would 
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be pos.siblc to obtain a similar distribu¬ 
tion of the population in 1967-68 name^ 
ly according to per capita consumer ex¬ 
penditure. A comparison of the two dis¬ 
tributions then may indicate whether, 
iluring the period, inequality in the dis¬ 
tribution of consumer expenditure has 
diminished or increased. If the inequa¬ 
lity has diminished, it is evident that 
the poorer sections have profited propor¬ 
tionately more than have the ridier sec¬ 
tions. • 

There is, however, a more direct me¬ 
thod of comparing the improvement in 
the living standards of the poorer and 
the richer sections over a given period 
such as from 1960-61 to 1967-68. For 
this purpose, we first classify the popu¬ 
lation according to llie per capita con¬ 
sumer expenditure in 1960-61, as we 
h.ivc clone in Table 1.1, and concen¬ 
trate att(mlimi on the poorest 5 per cent 
or the poonst 10 i^cr cent and ask 
what thin'I per capita consumer expen¬ 
diture was in 1960-61. Similarly, we 
concentrate attention on tlie richest 5 
pci cent or the lichcst 10 per cent avid 
ask what their per capita consumer ex¬ 
penditure was in 1960-61. In fact we 
may ask this question for different sec¬ 
tions of the population arranged from 
the poorest to the richest. This is what 
w'c do in coluuiri 2 of Table 2,5. 

It wall bt* noheed tliat in this Table, 
wo have divided the pppulation into 12 
sections; the poorest 5 per cent, the 
next poorest 5 per cent (lying between 
5-10 per cent), tlie next 10 per cent 
(lying between 10-20 per cent), etc, the 
second 5 per cent richest (lying be¬ 
tween 90-95 per cent) and finally the 
richest 5 per cent (lying between 95- 
100 per cent). For each of these 12 sec¬ 
tions of the population we have shown 
llieir per capita consumer expenditure 
in 1960-61. Thus the per capita per 
annum consumer expenditure of the 
pooicst 5 per cent was Rs 75.6 and of 
the richest 5 per cent it was Rs 870.6. 
I’liese estimates of per capita consumer 
expenditure of the different sections are 
as given hy the National Sample Sur¬ 
vey only slightly adjusted downwards 
in order to bring them in confonnity 
with the official estimates of per capita 
national consumer expenditure in that 
>'car. 

We may now adopt the same proce¬ 
dure tor 1967-68 and diWde the popu¬ 
lation into similar 12 seebons ranging 
from the poorest 5 per cent to the rich¬ 
est 5 per cent on the basis of per capita 
expenditure in 1967-68 and a.sk what the 
per capita expenditure of the several 
scetwrns wa.s in 1967-68. In order to be 
able to compare the standard of Uv(ag 
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of the several sections in the two pe* 
riods, namely 1900-61 and 1967-68, we 
should express the consumer expendi¬ 
ture in 1967-68 at 1960-61 prices. This 
is what we do in column 3 of Table 
2*5. The estimates of per capita con¬ 
sumer expenditure given in this column 
are as obtained by the NSS but ex¬ 
pressed in 1960-01 prices. 

We may now compare the per capita 
consumer expenditure of the several 
sections in the two years 1960-61 and 
1967-68 and see how the several sec¬ 
tions have benefited by development 
during the period. It will be seen that 
for all sections of the population, the 
per capita consumption in 1967-08 
(valued at 1960-61 prices) was below 
the same iii 1960-61. The ptjr capita 
consumption in 1967-68 for all sections 
combined was 92.7 per cent of its level 
in 1960-61. This is of course a LX)use- 
(]uence of the fact, earlier noted, that 
the NSS estimate of private consumer 
" cxi^tMiditure in 1967-68 is an underes¬ 
timate. As we have noted, consistent 
with tlio ollicial estimate of per capita 
national consumption, the rural per 
capita consumption in 1967-68 should 
be Rs 268.6 (at 1960-61 prices). The 
NSS estimate is Rs 239.8 which is 10.7 
per cent below the ollicial estimate. It 
is thcrcfoic necessary to revise the NSS 
cstiinali's of per cai)ita Consumption in 
different section.s of the rural popula¬ 
tion and bring tlicm in confoiniity with 
the official estimate of average niral 
eonsumptiun. 

11 we examine column 4, which gives 
the (jstiiriHlcs of per capita consumer 
expendituie in 1967-68 as percentages 
of per capita consunjplion in 1960-61, 
it will be seen tliat the middle ami up¬ 
per middle classes have done compa¬ 
ratively better tlian the lower middle 
and the poorer classes. For instance, 
the per capita c'onsuinption of tlic poor¬ 
est 5 per cent is only 93.9 per cent of 
its level in 1960-61. lliis percentage 
gradually rises until, for the class ol 
population lying between 60-70 per 
'cxint counted from the poorest, the 
per capita consumption in 1967-68 is 
99.1 per cent of its level in 1960-01. 
This appears plausible namely that the 
middle and upper middle classes should 
have done c'Oinparatively better than 
the lower middle and the poorer classes. 
However, judging by the NSS estim¬ 
ates, it seems that the richer classes 
have done worse than the upper mid¬ 
dle dasses and indeed very much 
worse than even the poorest classes. 
Thus, it seems that in 1967-68, the per 
capita consumption of the population 
lying between 80-90 per cent was only 
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Table 2.6 : Per Capita Annual Consumer Expenditure in Different Sections 
OF Urban Population in 1960-61 and 1967-68 (at 1960-61 Prices) 


Section PerCapi- 
of Pop- ta Con- 
ula- sumption 

tion 1960-61 

(Rs) 

(1) (2) 


Per Capita Consumption 1967-68 


NSS Estimates 

First Revision 

Final Revision 

(Rs) 

(3) 

Index 

vith 

1960-61 

Base 

(4) 

(Rs) 

(5) 

Index 

with 

1960-61 

Base 

(6) 

(Rs) 

(7) 

Index 
with 
1960-61 
Base . 

(8) 

0-5 

96.2 

74.3 

77.2 

74.3 

77.2 

78.2 

81.3 

5-10 

129.7 

106.8 

82.3 

106.8 

82.3 

II2.4 

86.7 

10-20 

156.1 

138.4 

88.7 

138.4 

88.7 

145.7 

93.3 

20-30 

191.0 

174.2 

91.2 

174.2 

91.2 

183.3 

96.0 

30-40 

223.8 

209.1 

93.4 

209.1 

93.4 

220.1 

98.3 

40-50 

2-^6 6 

246.6 

96.1 

246.6 

96.1 

259.5 

101.1 

50-60 

295.8 

289.2 

97.8 

289.2 

97.8 

304.4 

102.9 

60-70 

342 5 

341.0 

99.6 

341.0 

99.6 

358.9 

104.8 

70-80 

421.3 

410.1 

97.3 

419.6 

99.6 

441.6 

104.8 

80-90 

553.5 

517.9 

93.6 

551.3 

99.6 

580.2 

104.8 

90-95 

753.4 

667.0 

88.5 

750.4 

99.6 

789.8 

104.8 

95-100 

1268.8 

1012.9 

79.8 

1263.7 

99.6 

1330.0 

104.8 

All Sec¬ 








tions 

356 4 

325.7 

91.4 

346.7 

97.3 

364.9 

102.4 


95.0 per cent f)f its level in 1960-61; 
of the population lying between 90-95 
per c(mt, the per capita consumption in 
1967-68 \sas only 91.1 per cent of its 
level; and finally, of the richest 5 per 
cent population, the per capita consump- 
tiem in 1967-68 was just 72.9 per cent 
of its level in 1960-61. This is incre- 
tliblc. There is little reason to believe 
that the upper middle and the richer 
icetiuns (if the lural population did not 
do comparatively at least as well as tlie 
middle sections. 

This evidence coupled with the fact, 
earlier mentioned, that the NSS esti¬ 
mate ol pci capita consumption in 1967- 
68 is more than 10 per cent below the 
official estimate is conclusive and the 
conclusion is inescapable that the NSS 
estimate of per capita consumption in 
1967-68 is a*i underestimate and that 
it underestimates the consumption ol 
the upper middle and the richer sec¬ 
tions much moie than that of the mid¬ 
dle, lower middle and the poorer sec¬ 
tions. There are prirna facie reasons 
for such underestimation. The NSS se¬ 
cures its estimates of consumer expen¬ 
diture by interviewing a random sample 
of rural and urban households and in¬ 
quiring from them about their consumer 
expenditure during the previous month. 
The limitations of this procedure are 
well known. For iastance, a number of 
items of consumer expenditure, such as 
clothing and otlier consumer durables, 
which a household would purchase le.ss 
frequently than once every month, are 
likely to be missed by this procedure 
and hence the expenditure on them is 
likely to be underestimated. These ore 
the items wliich are more important in 
the consumer expenditure of Ae riA 


than the poor and they become more 
impoitaiit as the lich become richer. It 
is also known tliat the upper middle 
and the richer households, botli in in- 
ral and urban areas, have become in¬ 
creasingly inaccessible to the NSS in- 
vH^stigaturs who are after all class 111 
government servants. It thus seems per¬ 
fectly possible that the consumer ex¬ 
penditure of tlie upper middle and the 
riclKir s<x:tions has been progressively 
underestimated, as the statistical evid¬ 
ence shows. 

What part of the underestimation 
might be on account of underestima¬ 
tion of llie consumption of the upper 
middle and richer sections and what 
part duo to an overall underestimation 
of consumi:)tion of all sections is a 
matter ol judgment and a certain sub¬ 
jective element is unavoidable. But on 
this judgment will depend our esti-. 
mate of the growth of inequality in 
consumption between 1900-61 and 
1967-68. We wish to be conservative 
and avoid all i^ossibility of exaggerat¬ 
ing the growing inequality. Therefore, 
in revising upwards the NSS estimate 
of the rural per capita consumption in 
1967-68, in order to bring it in accord 
with the olficial estimate, we shall 
attribute only the statistically inescapa¬ 
ble minimum part of the underestima¬ 
tion to underestimation of the con¬ 
sumption of the upper middle and richer 
sections and attribute all the rest to an 
overall underestimation of consumption 
of all sticlion.s of tlie rural population,' 
poor and rich alike. This vMll be dear 
from the two steps in which we have 
done the revision of the NSS estimate.s. 
The details are.* given in Table 2»5, 

As earlier mentioned, in c'olumn (4) oi 
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Table 2.7 : Pvr Capita Annual Consumer Expenditure in Diffirent Sections 
OF Rural and Ui ban Populations in 1960-61 and 1967-68 (Revised Estimates) 


(Rs at 1960-61 prices) 


Section of 


1960-61 



196V-68 


' 141 u 1 11 

0) 

Rural 

(2) 

Urban Urban as 
Per Cent 
of Rural 
(3) (4) 

Rural 

(5) 

Urban 

(6) 

Urban as 
Per Cent 
of Rural 
(7) 

0-5 

75.6 

96 2 

127.2 

74^ 

78.2 

104.5 

5-10 

100.4 

129.7 

129.2 

102 0 

112.4 

110.2 

10-20 

124 2 

156 . J 

125.7 

126 5 

145.7 

115.2 

20-30 

150 1 

191.0 

127.2 

153 4 

183.3 

119.5 

30-40 

174.4 

223.8 

128.3 

179 0 

220.1 

123.0 

40-50 

198.0 

256.6 

129.6 

205 3 

259.5 

126.4 

50-60 

227.0 

?95 8 

130 3 

2.16.2 

304.4 

121.9 

60-70 

258 5 

342 5 

J32.5 

269.8 

358.9 

133.0 

70-80 

303.1 

421.3 

139.0 

316.3 

441.6 

139.6 

80-90 

382 5 

553.5 

144.7 

399.2 

580.2 

145.3 

90-95 

493.3 

753.4 

152.7 

514 8 

789.8 

153.4 

95-100 

870 6 

1268.8 

145.7 

908.6 

1330.0 

146.4 

All Sections 

258.8 

356.4 

137.7 

268 6 

364.9 

135.9 


Note: Columns 2 amJ 5 taken from Table 2.5 columns 2 and 7 respectively. 
Columns 3 and 6 taken from Table 2.6 columns 2 and 7 respectively. 


Table 2.5, vvr liavr e.spicsst d the NSS The estim.iles of per capita consump- 
oslimaU's hn 1907-08 as percentagt's ol tion of different sections of the rural 

the NSS estimates lor 1900-01. The population, thus levised, appear quite 

pereentages in this column iiiogressively plau,si]>Ie. Judging by column 8 of Table 

incioase fiom 9:3.9 for the pooicst 5 2.5 where the per capita consumption 

ptT cent to 99.1 ior the i^opulalion lying in 1967-08 is exincssed as percentage 

bolw'co.i 60-70. Tlieicaltcr tht‘ percent- ol its level in 1960-01, it seems that the 

ages lapidly deeline. The first step of consumption of the 20 per cent poorest 

(he revision consists in supposing that niral population increased by Iciss than 

these peiLOiitages should not so decline. 2.0 per cent in .seven years from 1960- 
This is what we mean wlicu we .say 61 to 1967-68 and that the consump- 
that the upper middle and the lieher tion of tlie poorest 5 per cent actually 
sections eouhl not po.ssihly have done dccliiu'd by about one per cent. The 
wor.se than the middle sections. On eonsumptiun of the lower middle sec- 
this basis, the statistically ininiinuin ad- tions lying bctw’cen 20-40 per cent 
juslmeiit is to hold the percentage in iiicrea.sed by between 2.2 and 2.6 per 
column (1) at 99.1 for all sections above cent; that of the middle sections lying 
tlie one lying between 60-70. This Ls between 40-60 per cent increased by 
what we do in column (6). Incident- l>ctween 3.7 and 4.1 per cent; and the 
ally, wc also lorrect a little the per- consumption of tlic upper middle and 
contage for the section lying between the richer .sections constituting the upper 
50-60 as it is obviously out of line with 40 per cent of the population increased 
thi* pericnlages for the sections 40-50 by 4.4 per cent. It is possible diat the 
and 60-70. Tins is the first revision and consumption of the richer sections 
its results appi ar in column (5) of the such as tlie top 10 or 5 per cent actu- 

ally increased by even more. But in 
As a c'onM^queiJce of this revision, the absence of direct statistical evid 
the NSS estimate of per capita rural ence, we prefer to be conservative in 
c-onsumplion in 1967-68 i.s raised from this matter. 

Rs 239.8 to Rs 255.1. It is nevertheless 'Hius the process of development 
still below the estimate of per capita during the past decade has aflFected 
consumption in lf)60-61, namely Rs different sections of the rural popula- 
258.8. It Ls of course much below the tion differently. It has benefited the 
estimate of per capita consumption in upper middle and the richer sections 
1967-68. namely Rs 268.8. In fact it much more than the middle, the lower 
will have to be raised by 5.29 per cent middle and the poorer sections. Under 
to bring it to that level. We propose to the circumstances, a certain amount ol 
do tins by raising tlie revised estimates growth of inequality is inevitable, 
of consumption of all sections (column 

6) uniformly by 5.20 per cent. This Uiujan Poor 

is our second and final revision. The The. NSS estimates of per capita 
results arc given in columns 7 and 8 of consumption of different sectkms of the 
Table 2.5. urban population in X967-68 suffer from 


iSCOiNOMllC ANO POLn'ICA't 

similar underestimation ^see Table 2.6). 
In column 2 of the Table we have re¬ 
produced the NSS estimates of pei 
capita consumption of the urban popu¬ 
lation in 1960-61 only slightly revised 
to bring them in accord with the offi¬ 
cial estimate of per capita national 
consumption. In column 2 are given 
the NSS estimates of per capita con¬ 
sumption in 1967-68 at 1960-61 prices. 
It will bo seen that the NSS estimate 
of per capita urban consumption in 
1967-68 (Rs 325.7) is 8.6 per cent below 
the NSS estimate of urban consumption 
in 1960-61. Therefore, Ae estimate in 
1967-68 is clearly an underestimate. 
The nature of * underestimation becomes 
evident from column 4 where the NSS 
estimates for 1967-68 are expressed as 
percentages of corresponding e.stiinates 
for 1960-61. These percentages in- 
ciease progressively from 77.2 per cent 
for the poorest 5 per cent to 99.6 foi 
tJic population lying between 60-70. 
Thereafter the percentages decline ra¬ 
pidly implying that the upper middle 
and the richer sections of the urban 
population did not do corni^aratively as 
well as the middle sections. This is 
incredible and the conclusion is inevi¬ 
table Uiat the undei estimation of urban 
consumption has been more serious in 
the case of tlie upper iniddle and the 
richer sections chan in the case of other 
sections. 

Hence, the NSS estimates of urban 
consumption in 1967-68 need to be re¬ 
vised. As in the case of the NSS esti¬ 
mates for rural consumption, we shall 
do the necessary revision conservatively 
in two steps. In the first stage (columns 
5 and 6), we suppose tliat the percent¬ 
ages in column (4) should not decline 
as they do after reaching the value 99.6 
for the class 60-70; hence we hold them 
at 99.6 for all classes above 60-70. The 
results are given in column (5). It will 
be seen that this revision causes the 
NSS estimate for 1967-68 to rise from 
Rs 325.7 to Rs 346.7. It is nevertheless 
still below the estimate for 1960-61 
namely Rs 356.4. It is of course much 
below the estimate of per capita con-, 
sumption in 1967-68 namely Rs 864.9. 
In fact, it needs to be raised by 5.25 
per cent to bring it to that level. We 
do this by raising uniformly the revis¬ 
ed estimates of consumption of all sec¬ 
tions (column 6) by 5.25 per cent. The 
results of this second and final revision 
are given in columns 7 and 8 of Table 
2 . 6 . 

In column 8, the pe^ capita consump¬ 
tion of different sections in 1967-68 are 
expressed as percentages of correspond¬ 
ing consumption in 1960-61. The le* 
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suits are eye-opening. The lower mid* 
c^e and poorer sections constituting the 
bottom 40 per cent of the urban popu¬ 
lation have not benefited at all by the 
economic development of tlie past de- 
* cade. Indeed, the evidence is that their 
per capita consumption has declined 
and greatly so among the poorest 10 
per cent. This is not impossible. It 
is this class which suffers from rise in 
prices as was witnessed in the past de¬ 
cade. There are other important rea¬ 
sons for such serious deterioration In 
the living standards at the bottom of 
the urban population. We shall refer to 
them a little later. 

Other .sections of the *urban popula¬ 
tion have bt*T}efited variously. The per 
capita consiimi)tion of tlie middle sec¬ 
tions lying between 40-60 increased by 
betwwn 1.0 and 3.0 per cent; of the 
upper middle and the richer sections 
constituting the top 40 per cent of the 
urban population, the per capita con¬ 
sumption increased by 4.8 per cent. All 
visible and audible evidence points to 
the possibility that the consumption of 
the richer sections, tlie top 10 per cent 
or the top 5 per cent certainly, has in¬ 
creased much more gieatly. But in the 
a])sence of positive evidence, we prefer 
to be conservative. We should be 
thankful that statistics could catch even 
as much of the reality we have been 
able to discover.^ 

Growth of Inkquaixty 

The statistical evidence on growth of 
inequality is thus clear. A superficial 
examination and comparison of the NSS 
estimates of consumer expenditure in 
1960-61 and 1967-68, as is commonly 
done, gives an impression that the in¬ 
equalities in the distribution of consumer 
ex]>c^oditiue have narrowed down during 
the past decade. Unfoitunately this is not 
true. The NS.S estimates of consumption 
in 1967-68 are gross underestimates 
and the underestimation is particularly 
serious in the case of consumption of the 
upper middle and richer classes. The 
statistical evidence on both tliese counts 
.is conclusive. Hence the NSS estimates 
of per capita consumer expenditure in 
1967-68 must be corrected for under¬ 
estimation, As we have seen, even a 
conservative revision makes clear that all 
sections of the population have not be¬ 
nefited equally from the economic de¬ 
velopment of the past decade. The gains 
of development have remained largely 
confined to the upper middle and the 
richer sections gonstituting the top 40 
per cent of the pppulation. Wlule the 
overall per capita consumption increased 
by about 3.9 per cent in seven year.s. 


the consumption of the upper 40 
cent of the rural x)opulatioq increased 
by at least 4.4 per cent and that of the 
upper 40 per cent of the urban popu¬ 
lation increased by at least 4.8 per cent. 
These increases arc not extraordinary 
and they are certainly not undesirable. 
Unfortunately they have remained large¬ 
ly confimtJ to the upper middle and 
iicher sections of the population. The 
middle, lower middle and poorer sec¬ 
tions of the rural population showed 
much smaller increases in their per 
capita consumption and tlie per capita 
consumption of the poorest 5 per cent 
actually dccliTied a little. The situation 
in urban aieas appears even more se- 
lioiis. Tlic per eaxiita consumption of 
file lo\v'or niitldle and poorer sections 
constituting the bottom 40 per cent ol 
the iiiban pnpulafion declined and 
cniisiimptfon of the poorest 10 per cent 
declined by as much as b("tween 15 to 
20 pci cent. Such unequal distribution 
of the gains of development inevitably 
leads to growing inequality and a 
widening gulf ly::lw’ecii the rich and the 
poor. ; 

UEErENlNG CIF UrBAN POVERI'Y 

We have earlier noted that, during 
the peiiod from 1960-61 to 1967-68, the 
I oral-in ban disparity has narrowed 
dowai a little. Thus, while in 1900-01 
the per capita urban wn.sumer expen¬ 
diture was 37.7 per cent higher than 
file per capita rural consumer expendi- 
tme, in 1967-68 the urban per capita 
fxponditure was only 35.9 per cent 
bigber than the iiiral per capita expen- 
(litnie. We .shall now examine how 
this slight reduction in the rural-urban 
cliff( leulial came about. In particular, 
wx^ shall ask whether the reduction in 
the imal-iirban diffeiential has come 
about because of a reduction in the 
cliff cKMitial between the rural-urban 
lich or the rural-urban poor. We have 
put together the lelevaul data in Table 
P 7 In columns (4) and (7) of the 
Table we have expressed the per capita 
urban eonsiiinei exiiendituie as per cent 
of the per capita lural consumer expen¬ 
diture for each of the 12 sections into 
which we have divided the population. 

To begin with, we should note that 
c-ven in 1960-61, the rural-urban diffe¬ 
rential was much greater between the 
rural-urban rich than between the rural 
urban pooJ’. For instance, the per ca¬ 
pita consumer expenditure of the 30 
per cent urban poor was then about 27 
per cent higher than the per capita 
consumer expenditure 'of their rural 
cuimtcrpaits. On the other hand, the 
per capita consumer expenditure of the 
20 per cent urban rich was then about 
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47 i)er cent higher than the per capita 
consumer expenditure of their rural 
counterparts [refer to coluimi (4) of 
Table 2.7]. 

The corresponding data for 1967-68 
are given in column (7) of the Table. 
It w'ill be noticed that the differential 
betwec'.i the rural and urban upper 
middle and licluT classes wa.s practical¬ 
ly the .same in 1967-68 as it was in 
1960-61. It increased only slightly. The 
iiiban.upper middle and richer classes 
seem to have done comparatively a lit¬ 
tle better than their counterparts in 
rural areas. But the situation i.s quite 
the conhary in rc.spect of the middle, 
the lowxr middle and the poorer sec¬ 
tions. These classes in urban areas have 
done distinctly lomparatively to 

their counteiparts ivi rural areas so that 
the diffeiential b(‘lween them has nar¬ 
rowed down. This is more true of the 
lower midtlle than the middle classes 
and even more true of the poorer clas¬ 
ses than the lower mitlcllc classes. The 
narrowing down of the rural-urban dif¬ 
ferential is ryn account ol the lower 
middle and poorer classes in urban areas 
having thus moved closer to their ru¬ 
ral countcipaits. 

What has happened to the 10 i)er 
cent poorest in rural and uiban areas is 
the most striking As we have noted, 
the 10 per cent rural poor have stayed 
practically where they were at the he- 
ginning of the decade. On the other 
hand, the 10 per cent urban poor have 
definitely .suffered. As a re.sult, they 
have moved close to the rural poor. In 
1960-61, the cunsiimption of the urban 
5 per cent poorest was 27.2 i>er cent 
higher than the consumption of their 
rural counteipaits; hi 1967-68, it wa.^ 
only 4.5 per cent higher. The same is 
true of 5 per cent poor next above 
them. In 1060-61, tlieii consumption was 
29.2 pci c<-,ii higher than their counter¬ 
parts in the niial areas; in 1967-68, it 
was only 10.2 per cent higher. These 
.small margin.s aie certainly not adequate 
h) cxnniiensate the higher cost of urban 
living at tin’s level It means tbal in 
1967-68 the living standard ol the 10 
per cent uib.in [vku wxis worse than 
that of their lural couiiten>arts. 

It is necessary lo understand the 
mi'aning oi tin’s dcterioiatum in the 
living standards of the nihan floor. It 
does not necessarily mean that the same 
ptiople wx‘U‘ w'oise off in 1967-68 in 
comparison with their condition in 
1960-61. Ihis is not impojlsible. But 
rnoio generally it means that new mi¬ 
grants have moved from the rural area 
into the growing urbafi 0 * 60116 ^ and 
have been compelled to accept life at 
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economic and potincAL wbeklv 


a lcv<‘| nuK'h 1) low what list’d to ho 
the case a decade ago and hardly dis- 
tinguishalilc from the life they left h<’- 
hind and to <*sca[)e \\hich thc> inf)ved 
into the cities II is thus tli.it the inial' 
urban tlisparities ha\c somewhat nai 
rowed dou ri. 

(a)N( I (MON 

We should i-on('Iuel<‘. During thii 
past deea<le, the jnr capita puvate 
t'cmsunu i (’xpendituie incieased by less 
than half a per ei ut ju i auimin. More- 
ovi the Miiall g.uns h.ive not been 
equitably distributed among all sec¬ 
tions of th<* population. The (.xmditioii 
ot the bottom 20 la i cent rural jiuor 
has rcanained niort' oi less stagnant. 
The condition ol the bottom 20 per 
eevit uiban poor has definitely deteri¬ 
orated; and tor anotliei 20 per cent of 


the urban population, it has remained 
more or less .stagnant. Thus, while 
tlie thaiacter luial poverty has re¬ 
mained the same as before, the cha- 
laetia of uiliaii poverty has deepened 
tuithei. This is the ('onseipienci’ of the 
eontinuoiKs migiatir/.i of the rural pooi 
into the urban .ireas in search of a 
livelihood, tlieir failure to find ade- 
(piate means to .support themselv<i.s 
there and lh(’ n'sultmg growth of load- 
si<le and slum ]ih“ m file rities. All the 
latent dissatisl action aliout the slow 
)»ioL’icbs of the t'coMuniy and the silent 
Incstr.ition about its failure to give the 
poor a fan tfi al, let alone special al- 
p-.itKui, appe.u to be gathering in this 
loiin. Its shape today is probably no 
more than liideons; allowed to glow un- 
bcedctl and umclawed, it will inevitably 
turn iigK. 


PERSPI'CTIVH FOR THE COMING DECADE 


In (be j)ii'Vj(>ns scctum, \\c rf'viewed 
the progre.ss of the* eismomy dining the 
past decad<’, paiticularl) during the 
eight year period Irom 1960-01 to 
1968-69, and esarnined how this alTei t- 
ed the various si’ct liras (»f the iwpula- 
tion pailicLilaily the rnial and the uibau 
and the rich and the poor. In this 
chapter, \vc shall desciihe and discuss 
the perspective and the prospects bri 
the coming decade 

Tl IF. (^X 1* KIM I 'Fri *- I 'K( n\'K 

The Koiiith Five-Year Idan provides 
the official pci.s[K’itive for the coming 
decade, 'fhe Plan covering the pcriofl 
from 1969-70 to 1978-74 specifics the 
targets to be achieved dining this p<w 
riod. In addition, it gives the generxil 
perspective for the eo.ming decade. 
Briefly stated, it t-.ivisages doubling of 
llu* national income in tire 12 years 
from 1968-69 to 1980-81. With an 
estimated 81 pei cent increase in the 
population, this will result in a 58 per 
cent increase in ]Kr capita national in¬ 
come and a 12 per cent faercase in per 
capita privati’ consumirhon. It is worth¬ 
while putting side bv side the perforin- 
anee of the (’eonomy dining the 8 years 
from 1960-01 to 1068-09 and thr* offi¬ 
cial pers]>ective for thi* coming 12 yeais 
I torn 1968-69 to 1980-81. 

The gjji between the piMionnani'e ol 
the past 8 vears and the pei s[>octiv(* for 
the coining 12 years is glaringly obvi¬ 
ous. In the past 8 years, the national 
income increased by onl> 26.5 per cent 
which is equivalent to an annual rate 
of growth of a little umler 8.0 i>er cent. 


\t tins lalc. it takes almost 24 yoais 
to double the national income. Instead, 
the (icrspcctivc is that the national in¬ 
come will be doubled in 12 years. [t 
IS oI)Vl(m^ tliat this will rerjuirc annual 
lali'-s of giowth viiv anuch in excess of 
8 0 pci .uraiiiu. 

4’lie taigeted rate of giowth dining 
lh(‘ lumrtfi I'lan from 1969-70 to 1973- 
71 IS 5.5 per cint i)er annum. The 
Planning Commission believes tliat the 
impending Gn en Bevolution in agri¬ 
culture, existing unutilised capacity in 
industry, ]>revailing buoyancy in ex- 
1)01 ts .md the investments proposed to 
b(‘ undertaken during the Plan period 
will make it imssihle to achieve this 
I ale of giowth. 'rhereafter, until 1980- 
81, an annual rate of growth at 6.2 
per cent is considered feasible. A na¬ 
tional income growing at 5.5 per cent 
ni’r .r.nium foi five \ears and at 6.2 per 
eemt p(’r annum thereafter for seven 
\eais will donbii' itself in 12 years. 
That is the arithmetic of tlic official 
perspective for the corning decade. 

The i)rojot'ted increasees in per capi¬ 


ta national income and per capita pri¬ 
vate cx»n.^ rmptlon follow from the ta^^ 
geted doubling of national income and 
a certain expected slowing clown of the 
iatf‘ of grow th of population. The rate 
of population growth which at present" 
is c’stimated to be 2.5 per cent per 
an.uim i.s expected to come down to 
2 4 by the end of the Fourth Plan and 
thereafter rapidly to 1.7 per cent per 
.aMTinm in 1080-81. But, of cxrurso, the 
more important element in the innne- 
diatt; perspective is the doubling of the 
national income in 12 years. For in¬ 
stance, if the rate of population giowth 
rloes not come down below 2.4 per cent 
am! the population continues to grow at 
2.4 per cent per annum for seven years 
after the I’ourth Plan, the population 
ill 1980-81 will be 703 million instead 
of the estimated 090 milh'on. In that 
case, the increase in per capita national 
income will be 50 per * cent instead of 
tb<^ projected 53 p<;r cent and the in¬ 
crease in per capita private c'onsump- 
ti(jn will be 39 per cent instead of the 
projected 42 per cent. llius, though 
the slow'ing flown of the rate of growth 
oi population is crucial for economic 
(levefi)j)inent, it is not critical in the 
immcfliate perspective for the coming 
decade. Tlie critical element there is 
the doubling of the national income in 
12 year,s. Thi4 reqiiircjs growth of na¬ 
tional income at 5.5 ,ner cent per an¬ 
num for five years and at 0.2 per cent 
pex- annum for seven years thereafter. 

Dynamics of Economic Development 

Bate of growth of national income 
depemds, in the first instance, on the 
fluantum of net investme^nt undertaken 
in the economy; in other words, on what 
pioportion of the Net Domestic Expen¬ 
diture is devoted to Net Domestic Ca¬ 
pital Formation. The second factor de- 
tenniumg the rate of growth of na¬ 
tional income is what is called the Ca¬ 
pital-Output Ratio, a ratio which indi¬ 
cates ho\\ much additional capital is 
needed in order to increase Ae na¬ 
tional income by say one rupee. Wo 
shall consider the second factor a little 


TAniJi-. 3.1: Pejiformance and Perspective 


1 IK lease in 

Periortnance in 

Perspective 


8 Years from 

for 12 Years 


1960-61 to 

from 1968-69 


1968-69 

to 198(K81 


(per cent) 

(per cent). 

Natrr/.ral Ir.come 

26.5 

100.00 

I’cr Capita National Income 

4.1 

53.0 

Per Capita Private 

Consumption 

4.8 

42.0 


Source: For perspective:Fourth Five-Year Plan 1969-74. Planning Commis¬ 
sion, Government of India, Table 1, p 32. 
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Table 3.2: Nft Domeshc Expenditure and Net Domestic Capital 

Formation 


Year 

Net Domestic 

Net Domestic 

Capital Fonnation 


Expenditure 

Capital 

as Per Cent of 


(Rs crores) 

Formation 
(Rs crores) 

Expenditure 

(1) 

(2) 

(3) 

(4) 


1960-01 

14,739 

1961-62 

15,526 

1962-6.3 

16,017 

1963-64 

19,160 

1964-65 

22,505 

1965-66 

23,322 

1966-67 

26,927 

1967-68 

31,356 

1908-69 

32,070 


later. Presently, let iis (‘xiuniiK' th<* 
quantum f)l investnru'nt made during 
the past decade and inogiamiiRcl to lx- 
.made during the romnig dcradtJ. In 
Tabic 3.2, we show the Net Domcslte 
E.xpenditure (column 2) the Net Do¬ 
mestic Capital Formation (column 3) ami 
the proi^ortion that tlie Capital Forma¬ 
tion constitutes of the D ^mestic Expen¬ 
diture (column 4). We give the figures 
for the past 8 years and also figures for 
the coming decade, as piojeetr'd hy the 
Planning Commission. ^ 

It will be noticed that during the 
past 9 years from 1960-61 to 1968-69 
inclusive, the Net Domestic Capital 
Formation constituted between 10.0 to 
13.0 per cent of the Net Domestic 
Expenditure. The proportion WtTs tlie 
highest in 1965-66. It Is possible 
that domestic capital formation in that 
year has been somewhat overestimated. 
Therefore, if we leave that year out, 
the capital formation constituted bet¬ 
ween 10.0 and 12.0 per cent of the 
domestic expenditure. There is no 
positive cvident'C that tlie proportion of 
domestic expenditure invested in capital 
formation increased over the years. 
With increase in the domestic expendi¬ 
ture, a larger proportion of it should 
ordinarily go into investment in capital 
fonnation because with larger expendi¬ 
ture there is a larger margin for saving 
and investment. However, though the 
domestic expenditure appears to have 
more than doubled during this period, 
it increased by less than 5.0 per cent 
in /eal terms and on a per capita basis. 
It is not surprising therefore that the 
proportion of it invested in capital 
formation has remained fluctuating bet¬ 
ween 10.0 and TL2.0 per cent and has 
not shown sign.s of progressive increase. 
htk us now him to the projected 
of capital fonnatkm. la 1968-69, 


1,665 

11.3 

1,689 

10.0 

1,920 

11.6 

2,353 

12.3 

2,G8l 

11.9 

3.()56 

13.1 


the capjfal fonnation constituted 10.1 
per emit ot domestic expenditure. The 
I’lainiing (’oinmisMou expects this i)ro- 
portiun to liso Itj 13.1 in 1973-74, to 
ir^A in 1978-79 and 16.0 in 1980-81. 
This is legitimate. As mentioned 
abovi*, with incieasc in the domestic 
r\p(M(lituii‘, it sliould he possible to 
devote a larger pioportion of it to 
capital formation. In tenns of the 
Planning Commission's jMojections, the 
l)ei eapit.i domestic expenditure will 
inereasc fium Rs 609 in 1968-69 to 
Rs 931 in 1980-81, which is an increase 
of more than 50 j)er eent. A ecrtain 
increase hi the proportion of the 
douuisticj expenditure invested in capital 
formation is thereifue to be expected. 
WlietluT it will increase' as iniu'h as 
from 10.1 per eent to 16.0 ix‘r cent i.s 
anybody’s guess, for it will depend 
upon government's ('fTort in the mobi¬ 
lisation of domestic iesourc(\s. The 
I^larming Commission believes it to bo 
feasible. In any event, we should note 
it as a requiicment of the Planning 
Commission’s peispcctivc for the coming 
decade. Tt nii'ans that out of additions 
to national income occurring honcc- 
foith, more than 20 per amt shall hi' 
ploughed back in capital fonnation and 
not allowed to add to private or govern¬ 
ment consumption. This is not impos¬ 
sible but is not easy. 

CAPlTAL-OiriTUT RaIIO 
I/Ct us now consider the second 
factor det< Jin lining the growth of 
national income namely the caiiital- 
output r^tio. As mentioned earlier, the 
ratio expresses how mucJi capital is 
needed to make a net addition of so>’ 
one rupee to the national income. The 
Planning Commis.sion has a.ssiimed that 
this ratio will be 2.0 during the period 
of the Fourth Plan and 2.4 for the 
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subst^uenl .seven years of the coming 
decade. This means that an investment 
of Rs 1,000 crores niiide during the 
Fourtli Plan is estimated to result in a 
permanent addition of Rs 500 crores 
to the national income^ and that an 
investment of Rs 1,000 crores made 
dming the siihsequesJt seven years is 
estimated to result in a permanent 
addition of Hs 416.7 crores to the 
natj(nial income. These ratios are 
based on the Planning Commission's 
estimate that the value of the ratio 
was 2.4 during the period of the first 
thice, plans from 1950-51 to 1964-05. 
We do not havt' the full data on 
which the Pl.uming Commission has 
based this estimate. However, we 
shall present tla? data for the past 
dexade, I his is done in Table 3.3. 

h’or purposes of computing the capi- 
tal-ouqnit ratio, we shall assume, along 
witJi the Planning Commission, that 
Ihorc is a lag of (r.io ycai* between in- 
vi'stmeiit .and generation of output. 
This me.ins that investment made in 
1960-61 wraild geniuate additional out- 
jiiit in 1961-62 and thereafter, that in¬ 
vestment made in 1961-62 will gene- 
latc .tdditional output in 1962-63 and 
thereafter, and so on. On this basis, 
the incieasc in income in 1068-09 (Rs 
18,565 crores) over the income in 1960- 
61 (Rs 14,328 eroies) is to be attribut¬ 
ed to the investmeuls made during 
1960-61 to I9(i7-C8 inclusive. We 
should "ooh*, that 1968-69 was a second 
good agriculhiral year in suce<i.ssion and 
the national ineouie in that year was 
back on the trend lini'. Tt is therefore 
not inappiopriate to take it as the end 
vear. the int/ease in income from 
1960-61 tn ]9f>8 69 is Rs 4,237 crores. 
On the olliei hand, the r.nx'stTnents du- 
ling tfie period 1960-61 tn 1967-68 in- 
chisiM^ adil uj) to Rs 15.843 crores. 


3. 

Market 

3; Ni.r DoMivsnc Product at 
Prices and Net Domestic 
Caphal Formaiion 

(Rs ciorc^s at 1960-61 prices) 


O ui 

o 








a '"i 

s § 

Yc.ar 




u O 


(1) 

(2) 

(S) 

1960-61 

14,828 

1,605 

J 961-62 

14,951 

1,624 

1962-6.3 

15,364 , 

1,794 

1963-64 

10,318 

2,120 

1964-65 

17,480 

22^86 

1965-66 

16,692 

2,442 

1966-67 

10,836 

1.989 

1967-68 

18,151 

1,923 

1968-69 

18,505 

1,888 


1973-74 

1978-79 

1980-81 


3,100 
3,250 
3,230 

At 1968-69 Prices 
42,090 5,500 


57,000 

64,240 


8,620 

10,250 


11.5 

10.4 

10.1 


13.1 

15.1 
16.0 
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1abi.e 3.4; Peucemtage Disjiubuiion of Totai. Investment (Public and 
Privaie) in the Thxivd and Kouivni Plans 


Head ol Development 

'Ihird Plan 

Fourth Plan 

Agriculture, Irrigaticrn, Flood 

Control and Allied Sectors 

20.3 

21.1 

Power 

10.2 

11.2 

Industry and Minerals 

24.7 

23.4 

Transport and Communications 

10.7 

18.2 

Village and Small Inclustrics, Social 
Services and Other Programmes 

20.4 

19.0 

Inventories 

7.7 

7.1 

T(ital 

100.00 

100.0 

Total r.ivc.slmcnt (Rs Crore.s) 

10,400 

22,035 


TTcnL(\ the ca[)ilal-outi)iil ratio ohtairi- 
(’(1 by (lividine Hk‘ total investment hv 
the increase in income, works out to 
be 3.7. Even if we allow for some 
possible uverestiTnation of capital for- 
malion in 1935-03, the capital-output 
latio would not bo less than 3.6. This 
is far from the Planning Conmiission’.s 
estimate oi 2 4 ior the peiiod of the 
three Plans from 1950-61 to 1964-65. 
In any evaail, the eapital-outjuit ratio 
operating during the past decade should 
be more reh'vant for the perspective 
for the coming decade. 

In spite of its own estimate of a ca* 
pital-oiitpnt latio of 2.4 for the period 
of the first three Plans, the Planning 
Commission has i)tTsuaded itsc.If to 
adopt a lowt ‘1 lalio of 2.0 for the 
Fonrth Plan. The grounds lor this op¬ 
timism aie (a) the impendi'ng Green 
Revolution, (b) the existing unutilised 
capacity in industry and (c) the sizeable 
pipe-lino of investment on projects ini¬ 
tiated during the last few years which 
are expected to bcai finit in the near 
future. Thcrti is much conflicting evi¬ 
dence o".i the results to be expected 
from the Grei'n Revolution in the im¬ 
mediate future. I'he nature of and the 
reasons for the unutilised capacity in 


PArii^HN OK Investment 

It is jvjssiblc to alter llie capital- 
output latios so greatly only if the pat- 
ttaii of inveslincut is changed radically. 
Thnc IS no cvidi'ucc tliat this is propos 
< d. bi 'J’al)l(‘ 3.t. we give the patWni 
ol total investment (public and piivatc 
sciloi) in the '1 hiivl Plan and tlie Eonilh 
rhh. 

f'leaily the pattern ol proposed in¬ 
vestment in the Injurth Plan is basical¬ 
ly iht' same as in the Third Plan. The 
IjattiMii of investmc!il during the rater- 
veiling animal plans has also been ba¬ 
sically tlu‘ same. Judging by the plann¬ 
ing exercise cmb(;died in the Fourth 
Plan, it seems unlikely that the pattern 
of investment during the Fifth J4aii 
and .siihseipient >ears of the coming de¬ 
cade can again be basically different. 
Hence, the adoption of greatly reduced 
capital-output ratios such as 2.0 for the 
Fourth Plan and 2.4 for the subsequent 
\'ears of the coming decade, while cx- 
peiienc(.‘ ot the past decade indicates a 
value at least 3.6, app<‘ars unjustifit'd 
and over-ni)timist ic. 

Efficacy ot Investment 

One important reason for the high 


capital-output latio.s experienced in the 
past is inellieieney and oorruptian in 
inv(\stmrnl piogiamraes. Investment in 
the past, especially duiing the past de¬ 
cade. has been marked by widespread- 
\Navte and coirnplion involving over- 
costing ol invc'shnent. This is true of 
the ])iivate ^i^clor as much as of the 
pnfilic sector. In other woids, all the 
("\penditnre which is ofrii'ially elas.sificd 
as jiivestiiK'nt or capital formation^does 
not in fact bad to creation of produc¬ 
tive capital. Much of it is plain con- 
simiplion. It should certainly be pos¬ 
sible in impjovc the caintal-outiHit ratio 
In- impre vjiig .the cflieaey ol hive.stment. 
lIowevcM’, fLiiul.noLntally it involves a 
i.ulical impiovcTivnt ol the political 
soperstJuctnre and the administrative 
siibstriutarc of the ccimomy, iin- 

mi'di.itf' prospia-ls in this regard are 
f\i(b'iPly bleak. 

The 'f'nr-M) Pjaiseiir i ivk 

II is advisable llieielou* to down, 
side by sidt^ of the Plan Perspective, 
anolher persiTecliv.- more in line with 
the past peifonnant'c of lire ecowomy 
and in cognisance of the rapid dete¬ 
rioration in its iiolitical and adminis¬ 
trative apparatus. 

As memtion^d earlier, the rate of 
growth of National Tncoine or of Net 
Uoinestic Expenditure! during the eight 
\(^ajs fiom 1960-61 to 1968-69 has been 
about 3.0 per ccr.it per annum. Na¬ 
tional Income or N< t Domestic Expen- 
ditiiie growing at 3 per cent per armum 
inci c ases by 42.6 per cent in 12 year’s. 
It may be Ic gitimalo and with some ef¬ 
fort possible to expect it to increase by 
50.0 per cent in 12 years. This implies 
giitwth .it 3.0 pea jx'iit per annum dii- 
iMg the Foinlh J'lan and at -3.75 per 


industry aic not yet dear and, what- Tabli 3 5: Nli Domestic Expenditure and Private Consumer LxPLNDiiuRL 


ever the purely technical aspects of the 


pRoJtCTioN FOR 1980-81 (at 1068-69 PRicfS) 


situation, it is doubtful whether the in¬ 
dustrial production can in fact be step¬ 
ped up gieatly without much additional 
investment. The argument on pipe¬ 
line is illu.sive. When the investment 
now in the i)ipe-line Ix^gins to hear 
fruit, new investment w'ill enter the 
pipe-line; after all, in a growing econo¬ 
my, a certain amoimt of investment will 
always be in the pipe-line. It is doubt¬ 
ful therefore whether one would be 
justified in accepting a lower capital- 
output ratio on these grounds. In any 
event, theje grounds may be good 
enough to reduce the ratio from a sup¬ 
posed 2.4 to 2.0; but they do not ap¬ 
pear good enough to reduce it from 
3.6, ^obtaining in the past eight years, 
to 2.0. 





1980 81 




Plan Per^’i^ective 

Trend Perspective 



Esiimalc 

Increase 

Esliniate 

Increase 




over 


over 




•68-69 


'68-69 


Estimate 


(Per Cent) 


(Per Cent) 


(Rs 

(Rs 


(Rs 


crorcs) 

Crorcs) 


croj’cs) 


(I) 

(2) 

(3) 

(4) 

(5) 

(6) 

Net Domestic Expcnclilure 

32,070 

64,240 

100 0 

48,105 

50.0 

Government Consumption 
Private Consumer Expendi¬ 

3,100 

6.200 

100.0 

4,650 

50.0 

ture 

25,740 

47,'r90 

85.7 

36,750 

42.8 

Net Domestic Capital For¬ 






mation 

3,230 

10,250 

217.3 

0,705 

107,6 

Per Capita Private Con¬ 





sumption (Rs) 

488.4 

692.6 

41.8 

532.6 

^.0 

Mid-year Population (mil¬ 




690 


lion) 

. 527 

690 

30 9 

30 9 
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Tabus 3.6: Estimated Ppr Capita Consumption of Different Sections of Rural 
AND Urban Populations in 19g(K81 (at 1968-69 Prices) in Accordance wmi 
_THE Plan Pbrspecttve _ 

S^tioD of Per Capita Consumption of Different Sections of 

Population _ _ _ _ _ 

Rural Population Urban Population 


(1) 

1968-69 

(Rs) 

(2) 

1980-81 

(Rs) 

(3) 

Index with 
1968-69 
Base 
(4) 

1968-69 

(Rs) 

(5) 

1980-81 

(Rs) 

(6) 

Index with 
1968-69 
Base 
(7) 

0-5 

127.2 

115.1 

90.5 

133.1 

115.1 

86.5 

5-10 

173 4 

200.3 

115.5 

191.3 

199.5 

104.3 

10-20 

215.0 

255.0 

118.6 

248.0 

258.7 

104.3 

20-30 

260.8 

317.7 

121.8 

311.9 

325.3 

104.3 

30-40 

304 3 

383.9 

126.2 

374.6 

393.3 

105.0 

40-50 

349.0 

485.0 

139.0 

441.6 

497.4 

112.6 

50-60 

401 5 

578.1 

144 0 

518.0 

671.2 

129.6 

60-70 

458.7 

677 9 

147.8 

610 8 

934 4 

153.0 

70-80 

537.7 

794 6 

147 8 

751.5 

1149.6 

153.0 

80-90 

678.6 

1002.9 

147.8 

987.4 

1510.5 

153.0 

90-95 

875.1 

1293.2 

147 8 

1344.1 

2056 2 

153.0 

95-100 

1544.6 

2282.6 

147.8 

2263.4 

3462 5 

153.0 

All Sections 

455 6 

644.1 

141.1 

621 0 

865.7 

139.4 


(Fourth Five-Year Plan, 1969-74, 
pp 33-34). 


cent per annum for seven years thero- 
Sfter. This is the Trend Perspective. 
It may he contrasted with the Plan 
Perspective implying the doubling of 
. National Income or Net Domestic Ex¬ 
penditure. 

Thus the Tiend Perspective, more in 
line with the pa.st experience, envisa¬ 
ges an increase of 50.0 in the Net 
Domestic Expenditure in place of the 
Plan Perspective of a 100 per cent in¬ 
crease. Consequently, the Trend Per¬ 
spective implies an increase of only 42.8 
per cent in the private consumer ex¬ 
penditure against the Plan Perspective 
of 85.7 per cent increase. Fi'ially, th<5 
Trend Perspective expect^ only 9.0 per 
cent increase in the per capita con¬ 
sumption against the Plan Perspective 
of 41.8 per cent increase. It should be 
noted that the I’rend Perspective is 
based on th<i same estimate of popula¬ 
tion as used in the Plavi Pei spec-five, 
namely 690 million in 1980-81. We may 
also note that the ratio of Net Domes¬ 
tic Capital Formation to Net Domestic 
Expenditure in 1980-81, according to 
the Plan Perspective is 15.96 jier cent. 
Aecording to the Trend Perspective, it 
works out to be 13.91 per cen^. But 
til is is at a much lower level of per 
capita national product and is n fact 
considerably more than the rate of in¬ 
vestment implied in the Plan Perspective 
at corresponding level of per capita na¬ 
tional product. 

PisnspEciTTivE or THE Pooh 

What is the perspective for the poor? 
IIow do they share in the rising con¬ 
sumption whether estimated on the 
basis of tbe official projection or the 
alternative one? The Planning Com¬ 
mission suggests the following: 

“This segment (the poorest decile 
or ten per cent) of the population 
consists mostly of destitutes, disabled 
persons, pensioners and othr3rs who 
are not fully in the stream of econo¬ 
mic activity. Their income and liv¬ 
ing standards cannot be expected to 
rise with the growth of the c:oonomy 
in the absence of special a.ssistance. 

‘ The remaining 90 per cent of the po- 
ulation could be expected to bene- 
t directly from the growth in pro¬ 
duction and employment. If the pat¬ 
tern of inequality in consumption 
were the same as observed in 1967- 
68, the second poorest cDcilc of the 
jiopulation would have a per capita 
consumption level (valued at 1968-69 
prices) of about Rs 320 per annum 
or about Rs 27 per month by the end 
of the period. This would l>e equi¬ 
valent to the epnsumption level of Rs 
15 per month in tenns of 1960-01 
prices, which is appreciably below Rs 
20 per capita per month, which was 
deemed a minimum desinihle con¬ 
sumption standturd*'* 


Thus even in ti*rms ol the Planning 
Cijininissinn’s asscssiiieiit, the per capita 
consumption ol the second j)oorest de¬ 
cile (lying betweeii 10-20 per cent 
c'ounted from the i)oorest) in 1980-81 
i.-j expected to reach Rs 15 per month 
(at 1960-61 i^riccs). To reach the level 
of Rs 20 per month, considered mini¬ 
mum desirable consumption standard, 
it will require another 33 per cent in¬ 
crease in tlic iKT' capita consumption. 
At a rate ol growth of national kicome 
of 6.2 per cent per annum and a rate 
of population growth of 1.7 per cent 
per annum, as envisaged by the Planning 
Commission, the per capita consump¬ 
tion will grow at 4.5 per cent per 
avmum. It will therefore require at 
least 6?4 years beyond 1980-81, which 
is practically the end of the Seventh 
Five-Year Plan, before tbe second 
poorest ten per cent of the population 
reach the minimum desirable consump¬ 
tion standard. The poorer ten per cent 
below them are admittedly outside the 
stream of economic activity and must 
wait for special assistance to reach 
them. This is the official perspective 
for the poor. 

As we have mentiemed, the Planning 
Coniinission'.s perspective appears to be 
completely out of line with the perform¬ 
ance of the cconcwny in the past de¬ 
cade and is Uierefore unlikely to be 
realised. The Trend Perspective, more 
in line with the past performance, leads 
to a per capita consumption of only Rs 
532.6 in 1980-81 instead of the Plan¬ 
ning Commission's estimate of Rs 692.6 
(at 1968-69 prices). Provided the pat¬ 
tern of inequality in consumption re¬ 
mains the same as observed in 1968-69, 
as the Planning Commission implies, the 


per capita consumption of the second 
poorest ten per cent in 1980-81 will be 
Rs 250 per aimum or Hs 21 per month. 
At lf>60-61 jiriccs, this is equivalent to 
less than Its 12 per month. It will 
therefore rued another 70 per cent in¬ 
crease in the per capita consumption in 
order to bring this segment of the po¬ 
pulation to tlie desiicd minimum con¬ 
sumption of Rs 20 per capita per inoath 
(at 1960-61 pi ices) At a lato of growth 
of national income of 3.75 per cent per 
annum and a rate of population growth 
of 1.7 per cent per annum, as implied 
in the Trend Perspective, the per capita 
consumption will grow at 2.0 per cent 
per annum. It will therefore be more 
than 25 years beyond 1080*81 before the 
second pooiest ten per cent of the po¬ 
pulation reach the minimum desirable 
consumption standard. Tin's is far too 
long into the intiiie lor any projection 
based on past experience to be legiti¬ 
mately extiTided to. 

Neguict of Ghowing Inequautt 

However, from the sta'iidpoint of tire 
poor, even moie iiniwrlant than the 
rates of growth assumed l^y tlie Plan¬ 
ning Commission is the Commission's 
quiet implication that the pattern of 
inequality will remain the same as ob¬ 
served in 1967-68. As v\e have noticed, 
the palteni of inetiuality in consumption 
in 1967-68 as revealed by the National 
Sample Suivey, which is the basis of 
the Planning Commission’s little para¬ 
graph on this subject, does not in all 
probability represent faithfully the pre¬ 
vailing pattOiU of inequality; there is 
good evidence to suggest that the Na¬ 
tional Sample Survey, in 1967-68,»has 
considerably underestimated the con» 
sumer expenditure of the richer sec* 
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Table 3.7 : Estimated Per Capita Consumption of Different Sections of 
Rotal and Urban Populations in 1980-81 (at 1968-69 Prices) in Accordance 
with the Trend ^rsfective 


Seciion of Per Capita Consumption of Different Sections of 

Population-— 

Rural Population Urban Population 


1968-69 1980-81 Index with 1968-69 1980-81 Index with 



(Rs) 

(Rs) 

(1) 

(2) 

(3) 

0 - 5 

127.2 

124.3 

5 - 10 

173 4 

179.5 

10 - 20 

215 0 

224.0 

20 - 30 

260 S 

273 6 

30 - 40 

304.3 

321.8 

40 - 50 

549 0 

377.9 

50 - 60 

401.5 

438.3 

60 - 70 

458 7 

503 9 

70 - 80 

537.7 

590 7 

80 - 90 

678.6 

745.6 

90 - 95 

873.1 

961.4 

95 - 100 

1544 6 

1697.0 

All Sociions 

456 6 

495.7 

tjuns of the 

population and 

hence un- 

del stated ihi; 

pievailing inequality in 

cuiisiimptioii. 

Wliat is (vrri 

more ini- 


poitant, the (’nmrnission, be¬ 

fore accopliny a pioposilion so crucial 
to the poor as that ihc jjattcru of in¬ 
equality will continue to bo the same 
as at present, HkI not examine whether 
the pattf-ni ol inc(iuality has remained 
the same dining the past decade; if the 
Commission lias examined this ques- 
titm, it has not presented its evidence 
on thti subject. As we have shown, 
there is sufficu^nt evidence in the data 
on consumer expenditure collected by 
the National Sample Survey, if critical¬ 
ly examined, to sln)w that the increases 
in consumption gained by the poorest 
sections ot the population have been 
much smaller iha-n those gained by the 
richer sections and that therefore the 
inequality has grown during the past 
decade. To suppose that the pattern 
of inequality will continue to he the 
same as at present implies tliat the gains 
of development will he distiibutcd 
eqiii-proportionately to all classes of the 
population; that a 42.0 per cent increa.se 
in*"the per capita consumption oE the 
population will mean a 42.0 per cent 
increase in the per capita consumption 
of all sections of the population whether 
poor or rich. This is prima facie not 
possible in an economy such as ours. 
It is on6 thing to say, in a general way, 
that “90 per cent of the population 
could be expected to benefit directly 
from the growth in jiroduction and em¬ 
ployment * It is quite another to im¬ 
ply that all sections of the ixipulation 
will gain injui-proportiouatcly, that poor 
and fich will experience the same rates 
of growth in their standards of living. 

Therefore, while projecting the poor 
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1968-69 

Base 

(Rs) 

(Rj) 

Base 

(4) 

(5) 

(6) 

(7) 

97.7 

13^1 

124.3 

93.4 

103.5 

191.3 

179.5 

93.8 

104 2 

248 0 

233.1 

94.0 

104.9 

311.9 

296.3 

95.0 

105.8 

374 6 

360.6 

96.3 

108.3 

441.6 

451.2 

102.2 

109.2 

518.0 

551.5 

106.5 

109.9 

610.8 

676.6 

110.8 

109.9 

751 .5 

832.5 

110.8 

109 9 

987.4 

1093.7 

110.8 

109.9 

1344.I 

1488.9 

110.8 

109 9 

2263 4 

2507.0 

110.8 

108.6 

621.0 

664 5 

107.0 

fiian’s perspective 

for 1980-81, 

the pro- 

jeclioiis 

must bo made, not on 

the spe- 


cious assumption that the pattern of in¬ 
equality in consumption will remain 
the same as in 1967-68 but, on the 
cogni.sance of the fact that during the 
past d('cade, different .sections of the 
population have experienced different 
rates of growth in their consumi>tion 
and that, in the absence of positive and 
determined policy in this respect, this 
trend will continue into the future. We 
present the results in the folloxvhig. 

13isnuHUiiON OF Consumption in 

1980-81: The Pi.an PERSPEcrrrvE 

In Older to project the distribution 
consumer expenditure in 1980-81, 
we should first estimate the distribution 
of t'onsumer exi>enditure in 1968-69, 
namely at the beginning of the Fourth 
Pliui period. Accoiding to official sta¬ 
tistics, the per cai^ita consumer expen¬ 
diture in 1968-69 was Rs 488.4. In 
order to obtain its distribution into dif¬ 
ferent expenditure cla,sses of the rural 
and the urban population, we shall 
make use of the estimated rural and 
urban populations in 1968-69 and the 
distribution of tlie consumer expendi¬ 
ture in 1967-68 we have earlier derived 
(Tables 2.5 and 2.6). The distribution 
of the rural and the urban consiiD\cr 
expenditure in 1968-69 derived on this 
basis is given in column.s 2 and 5 res¬ 
pectively of Table 3.6. 

We may now project these distribu¬ 
tions to 1980-81. Let us first consider 
the rural j^opulatioa. Earlier (see 
Table 2.5) we have seen that when, 
during the seven year i>mod from 
1960-61 to 1067-68, tile per capita ru¬ 
ral consumption rose by 3.8 per cent. 


the pci capita consumption in various 
sections of the rural population was af¬ 
fected variously. For instance, while 
the per capita consumption of the upper 
middle and the richer sections oonstitu- 
ing the; top 40 per cent of the rural 
population increased by 4.4 per cent, 
that of the poorest 5 per cent actually 
declined by 1.1 per cent. As we have 
mentioned, this is not implausible. The 
poorest sections not being in the stream 
of economic development, as the Flan- 
iiing Commission points out, are usual¬ 
ly affected adversely by rise in prices 
such as occuried during this period. 
The per capita consumption of the poor 
5 per cc-nt above the poorest 5 per cent 
(lying between 5-10 per cent) increas¬ 
ed by just 1.6 per cent and of the next 
10 per cent poor (lying between 10-20 
per cent) increased by only 1.9 per cent, 
llicse increases in consumption improve 
as we move from the poor to the lower 
middle, from the lower middle to the 
middle and Iroin the middle to the up¬ 
per middle sections. The consumption 
of the upper middle sections (lying be¬ 
tween 60-80 per cent) increased by 4.4 
per cent. In all probability, the con¬ 
sumption of the richer sections increas¬ 
ed even more. However, as we have 
explained, in order to avoid possible 
exaggeration of* growing ine<iuality, we 
have assumed that the con.sumption of 
the richer sections did not grow any 
more than tliat of the upper middle 
sections, that is by 4.4 per cent. 

Wliile estimating the distribution of 
consumer expenditure in 1980-81, we 
shall assume that these relative rates of 
increase in the per capita consumption 
of different sections of the rural popula¬ 
tion will continue in future. 

The same is true of the luban popu¬ 
lation. As we have seen (Table 2.6), 
when during tlie seven year period from 
1960-61 to 1967-68, the per capita 
urban consumption increased by 2.4 
per cent, while the per capita consump¬ 
tion of the top 40 per cent of the urban 
ixipulation increased by 4.8 per cent, 
that of the bottom 40 per cent actually, 
declined and that of the poorest 10 
per cent declined liy as much as 15.0 
to 20.0 per cent. While estimating the 
distribution of consumer expendiliue in 
1980-81, wc shtdl assume that these 
relative rates of increase and decrease 
i.i consumption of various sections of 
the urban population will continue in 
tuture. However, we shall make one 
moderation. If we project the per ca¬ 
pita consumption of the urban poor and 
the lower middje sections on the basis 
of the decline indicated during the seven 
years from 1960-61 to 1967-68^^ get 
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rather low levels of consumption for 
these iiections in 19S0-81. This need 
not be ruled out. Nevertheless we shall 
moderate this decline by assuming that 
.the per capita consumer expenditure of 
the iKior and the lower middle sections 
of the urban population, in 1880-81, 
will not be below the per capita con¬ 
sumer expenditure of the correspondhig 
sectiais of the rural population. 

Tile results are given in Table 3.6. 
ft will be noticed that the per capita ru¬ 
ral consumption is expected to go up 
from Its 456.6 in 1968-69 to Rs 6441 
in 1980-81 which is an increase of 41.1 
per cent, and that tht* per capita urban 
consumption is expected to go up from 
Hs 621.0 in 1968-69 to R.s 865.7 in 
1980-81 which is an increase of 39.4 
ix'r cent. What conctMii us iimncdiately 
art* the differential jncrenients in the 
per capita consumption (ff different sec¬ 
tions of th(^ rural ami urban popula- 
4:i(y.i. 

The consumption of the top 40 pei 
cM:!nt of the rural popnlaliou will in- 
crea.se by 47.8 per rvnt while that of 
the top 40 per cent of the uiban po¬ 
pulation will increase by o3.0 per cent. 
At the other end, tlie per capita con¬ 
sumption of the pooiest 5 per cent of 
the rural population will decline by 9.5 
pa* cent and that of 'the poorest 5 
per cent of the urban population wiU 
decline by 13.5 per cent. The per 
capita t^onsuniption of the remaining 
40 per cent bottom (lying between 5* 
40 per cent) tif the rural population 
will increase by between 15.5 and 26.2 
per cent and that of the coi responding 
urban population will increase by less 
than 5.0 per cent. It is thus that the 
resulting distribution of consumer ex- 
penditiue in 1980-81 will be consider¬ 
ably more unequal than in 1968-69. 

If wc may concentrate attention on 
the second ten per cent poorest popu¬ 
lation Oying between 10-20 per cent), 
as the Planning Commission does, its 
per capita consumption in 1980-81 will 
bo only Rs 255.0 in rural area and Rs 
.258.7 in urban area and not Rs 320.0 
as the Planning Commission expect.s 
even if the overall per capita con¬ 
sumption increases by 41.8 per cent in 
accordance with the Plan Perspective. 
The reason is that the pattern of in¬ 
equality in consumption may not re¬ 
main the same as in 1968-69, as the 
Planning Commissiem assumes, hut 
that in 1980-81. the inequality in con¬ 
sumption may be much greater than 
in 1968-69. For instance, in 1968-60, 
the per capital consumption of the ur- 
to top 5 cent was 9.1 times the 
pee <X ^ second 


Table 3.8 : EsnMAtBS of Per Capita Consumption of Different Sections of 
Rural and Urban Populations in 1980-81 (at 1968-69 Prices) Accoroino to 
Plan and Trend Perspective 


Seciion of Flan Perspeciive Trend Perspective 

Population _ _ 

Urban as Urban as 


(l) 

Rural 

(Rs) 

(2) 

Urban 

(Rs) 

(3) 

Per Cent 
of Rural 
(4) 

Rural 

(Rs) 

(5) 

Urban 

(Rs) 

(6) 

Per Cent 
of Rural 
(7) 

0 - 5 

115.1 

115.1 

100 0 

124.3 

124 3 

100.0 

5 - 10 

200.3 

199.5 

99.6 

179.5 

179.5 

100.0 

10 - 20 

255.0 

258.7 

101.5 

224.0 

233.1 

104,1 

20 - 30 

317.7 

325.3 

102.4 

273 6 

296.3 

108.3 

30 - 40 

383 9 

393.3 

102 4 

321 8 

360.6 

112.1 

40 - 50 

485.0 

497.4 

102.6 

377 9 

451.2 

119.4 

50 - 60 

578.1 

671 2 

116.1 

438.3 

551.5 

125.8 

60 - 70 

677.9 

934.4 

137.8 

503 9 

676.6 

134.3 

70 - 80 

794.6 

1149.6 

144.7 

590.7 

832.5 

140.9 

80 - 90 

1002.9 

1510.5 

150 6 

745 6 

1093.7 

146.7 

90 - 95 

1293.2 

2056.2 

159.0 

961.4 

1488.9 

154.9 

95 - JOO 

2282.6 

3462.5 

151.7 

1697.0 

2507 0 

147.7 

All Sections 

644 1 

865 7 

134 4 

495.7 

664 5 

134.1 


Note : Columns (2). (3), (4) and (6) arc taken from columns (3) and (6) of Tables 
3 6 and 3.7. 


ton per cent from the bottom. In 
1980-81, th(' multiple may go up to 
13.4. 

The rianning Couuiiission accepts 
Rj» 20 per capita per month or Rs 240 
per capita per annum (at 1960-61 
prices) as the; minimum desirable con¬ 
sumption standard. As explained 
earlier, wc would rathta- take into ac- 
('ouiit tlu‘ difference in the cost of 
niral and urban living at the minimum 
level and suggest a somewhat lower 
niiniinutn for the rural population and 
a .slightly higher minimum for the ur¬ 
ban population, namely, Rs 180 per 
capita per annum for the rural popula¬ 
tion and Rs 270 ptn* capita per minum 
tor the urban iiopulation, both at 
1960-61 prices. At 1968-69 pi ices, 
those would be equivalent to Rs 324 
and Rs 486 per capita per annum for 
the rural and the urban iiopiilation 
respectively. 

A reference to Table 3.6 shows that 
in 1968-69, the pt^r capita annual con¬ 
sumer c.vpeiKliture' of the 30-40 per 
cent group of the rural population 
coir.iled from the poorest was Rs 004.3 
and that of the 40-50 per cent group 
was Rs 349.0. It follows that, in 
1968-69, about 40 per cent of the 
nind population lived on annual per 
capita consumer expenditure of less 
than Rs 324 considered essential to 
give them a diet adequate at least ro 
calories. Thus the situation was hardly 
different from the one prevailing at 
the beginning of the decade, namely 
in 1960-61. Let us now look at the 
prospects in 1980-81. If the economy 
progresses according to the Plan Pers¬ 
pective, it seem.s that, in 1980-81, 
the per capita annual cotlsumer ex- 
pcAdihire of the 20-30 per cent group 


of the niral population counted from 
the poorest will be Rs 317.7 and that 
o( the 30-40 per cent group will be 
Rs 383.9. It seems therefore that. In 
1980-81, .somewhat less than 30 per 
cent of the ruial population will have 
living standards l:)elnw the suggested 
ininiinum of Ks 324 per capita per 
aimuin at 1968-69 prices. Thus the 
propoition of the iinal population liv¬ 
ing below the minimum will be re¬ 
duced friwn about 40 per cent in 
1968-69 lo a little under 30 per cent 
in 1980-81 provided, of course, the 
economy progrtJsse.s according to the 
Plan rcrspeelive. 

The same is true of the uiban popu¬ 
lation. Taking the per capita annual 
exiiendituie oi Rs 486 as the desired 
miniiniim, it seems that, r.i 1968-69, 
a little more than 50 per cent of the 
urban population lived below the 
mininuiin. In 1980-81, this percent¬ 
age will be reduced to a little under 
45 per c<mt provid(*d, of course, the 
economy progiessi^s acc-ording to ihe 
Plan Perspective. 

DxsnuBunuN' of CoN.sirMPnoN in 

1980-81 : The Trend Pejrspective 

Such is the perspective for the poor 
even if the overall Plan Persi)ective is 
realised. In fact, as we have said, the 
Plan Perspective is quite out of line 
with the performauce of the economy 
in the i)ast decade. If the past trend 
continues in the coming decade, the 
overall growth in income^ and con¬ 
sumption will ho. amich smaller than 
that assumed in the Plan Perspective. 
Naturally, the improvement in the con- 
ditiai of the poor will be even smaller 
than appears in the above. In Table 
3.7, we give the distribution of con- 
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Table 3.9 : Estimated Per Capita Consumption of Different Sfctions of 
Rural and Urban Populations when the Consumption of the Second Ten 
Per Cent Will Be Rs 324 Per Capita Per Annum 


(Rs at l968-<!9 Prices) 

Secdon of 
Population 

Per Capita Consumption ot Dillereni Sections of 

Rural 

Population 

Urban Population 

(1) 

1968-69 

(Rs) 

(2) 

Target Index with 
1968-69 
(Rs) Base 

(3) (4) 

1968-69 Target Index with 
1968-6 ■ 

(Rs) (Rs) Base 

(5) (6) (7) 


0 - 

5 


127.2 

127.2 

5 - 

10 


173 4 

245 0 

ib - 

20 


215 0 

324 0 

20 - 

30 


260.8 

419.0 

30 - 

40 


304 3 

532.3 

40 - 

50 


349 0 

770.2 

50 - 

60 


401 5 

963.6 

60 - 

70 


458.7 

1172.2 

70 - 

80 


537.7 

1374.0 

80 - 

90 


678.6 

1734.1 

90 - 

95 


875.1 

2236.2 

95 - 

100 


1544 6 

3947 I 

All .Seciions 


456.6 

1056 7 

sumer 

cxi-KMiditiiic 

■ ill 19.S0-S1 if lh<‘ 

ovi'iall 

economic < 

Icvclopinciit 

proceeds 

in iicc 

ordance 

witi 

i the Tiend 

Peispec- 

tivc. 





Tt 

will be 

noticed that 

ihe IXT 

capita 

riiial 

consimnition w'ill go up 

liom Rs 456.0 

in 

1968 69 to 

Rs 495.7 

in 19«0-S] which 

is an increase of 

only 8 

.6 j^cr cent 

in 12 years 

and that 


thr p(^r capita uiban c(>ni*iiniption will 
go up liom Rs 62J.0 in 1908-09 to 
Rs 004.5 in ] 980-81 which is an in¬ 
crease of only 7.0 per cent in 12 
yeais. Thu iinproveinunt in the con¬ 
sumption of the poor and the lower 
micklhi sections will of course be 

much smaller. Barring the poorest 5 
per cent, the consunix>tion of the ])ot- 
loni 40 per cent of the rural popula¬ 
tion will increase by only between 3.5 
and 5.8 per cent. The consumption 
of the bottom 40 iH;r cent of the 
urban population will in fact decline 
by between 3.7 and 6.0 per cent. In 
consequence, somewhat more than 35 
per cent of the rural population and 
a little under 50 ix;r cent of the urban 
population will still have consumption 
I)elovv the niininuini. Thus the im¬ 
provement will he only marginal. In¬ 
deed, in tenns of absolute numbers, 
die number of people, living below the 
minimum, particularly in urban areas, 
will bf’^ much laiger in 1980-81 than 
in 1968-6U. Moreover, the life below- 
the minimum in urban areas will be 
woise in 1980-81 than in 1968-69. 
Thus the ^lovcrty will have grown in 
absolute size and, in urban areas, it 
will have cleiqiened. Tlius, the goal 
of ivoviding everyone with at least 
desirable minimum livmg will still be 
very much out of sight. 


100 0 

133 

.1 

127.2 

95.6 

141.3 

191 

.3 

245.0 

128.1 

150.7 

248 

.0 

324.0 

130.6 

160.7 

311 

9 

419.0 

134.3 

174.9 

374 

6 

532.3 

142.1 

220 7 

441 

6 

770.2 

174.4 

240 0 

518 

0 

965.7 

186.4 

255 5 

610 

8 

1696.5 

277.8 

255.5 

751. 

,5 

2087.3 

277.8 

255 5 

987. 

4 

2742.5 

277.8 

255 5 

1344 

1 

3733.2 

277.8 

255 5 

2263 

4 

6286 5 

277 8 

231.4 

621 

0 

1473.4 

237 3 


HunAi.-UiuiAN Disparities in 1980-81 

It will be iisciiil to bring toge.ther 
and compare: tiu- estimates of per 
capita coris'Minptioii of the different 
sections of ihc iumI and urban popu¬ 
lation in 1980-81. This is done in 
Tabic 3.8. 11 will be remembered 

(see Table 2.7) that between 1960-61 
and 1967-68, the rural-urban difference 
between the ctr.isumer expenditure of 
the lower middle and pooler sections 
iiarrow-ed down while that between 
the upper middle and the richer sec¬ 
tions widened a little. It will be clear 
lioni Table 3.8 that the trend will 
continue w-hether the economy pro¬ 
gresses according to the Plan Perspec¬ 
tive or the Trend Perspective. If the 
economy i^rogresses according to the 
Trend Per.spectivc, the consumer ex¬ 
penditure of the poorest 10 per c^ent 
in the urban area will be tlie .same 
as that of the coi re.sjwynding sections 
of the rural population. In conse¬ 
quence, the standard of living of the 
urban poorest 10 per cent will be 
miicl) worse than that of the rural 
p<jorest 10 per cent. For another 40 
or 50 per cent of the urban popula¬ 
tion, though their consumer expendi¬ 
ture will be somewhat higher than 
tliat of the corresponding sections of 
the rural population, the difference 
will not be enough to compensate for 
the higher cost of urban Jiving at this 
level. If the economy progresses ac¬ 
cording to the Plan Perspective, half 
of the urban population will have 
c'onsumer expenditure hardly dliFerent 
from that of the corresponding sec¬ 
tions of the rural populaticxa and hence 
w4ll live a life much worse than their 
counterpart from the rural populatfmi. 
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As we liave mentioned, underlyhlig 
this phenomenon is the fact of a 
growing monopolisation of the gains of 
rural development by the rural upper 
middle and richer sections, consequent 
movement of the niral lower middle 
and poortir sections to the cities in 
search of a living, failure of many of 
them to secure one, and the inevitable 
growth of slum and pavement life 
fac^ to face with the growing and 
glittering urban riches. IIkjso trends 
cannot be corrected by a mere high 
I ate of growth even if it were feasible. 

How Rich, hie Rich Must Be, 
BEFORE iHE Poor May Get 
THE Minimum? 

There is no denying tfiat the pro¬ 
cess of economic development bene¬ 
fits all classes, rich and poor, except 
jiossibly the vciy poorest whom tlie 
PlaMning Commi.ssion has descril>ed 
as being outside the stream of deve- 
loxmient. TIu'H' is also no denying 
that a higher latc of giowlh, if it is 
fe.i.sible, is b(‘tter than a lower rate oi 
growth for all classes, ricli and poor. 
But, from the, standpoint of the poor, 
an equitable distribution of the gains of 
development is much more important 
tlian a higher rate of overall growth. A 
process of economic development, with¬ 
out a positive and effective policy to 
ensure an equitable distribution, of liie 
gains of development, inevitably bene¬ 
fits the richer classes much more than 
it does the poorer classes. Indeed, it 
seems that the rich must grow immen¬ 
sely richer before the poor may secure 
even the desirable minimum. 

It is therefore natural for a poor 
man to ask:' Ihiw rich tlic rich rau.sl 
be, before the i^oor may secure the 
minimum? W(* .shall try to concretise 
this question by reference to the sug¬ 
gested rural minimum of Rs 180 per 
capita per amium at 1960-61 prices or 
Rs 324 per capita per annum at 
1968-09 prices and ask: How rich 
the rich must be before the second 
ten per cent from the bottom (lying, 
between 10-20 per cent) of the rural 
population attain the consiunption of 
Rs 324 per capita per annum (at 
J 968-09 prices)? 

A reference to Table 3.6 shows that 
in 1968-69, the per capita consumption 
of the second ten per cent from the 
bottom of the rural population (lying 
between 10-20 per cent) was Rs 215.0. 
This must be incre^d by 60 per 
cent ia order to reach the minimum of 
Hs 324 per capita per annum. Bui a 
mere fifty per cent increase in Che 
overall per capita consumptioii will 
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not be enough because* as we have 
seen, the gains of development are not 
equitably distributed. In Table 3.9, 
we give estimates of i^er capita con¬ 
sumption of different sections of rural 
and urban population when the second 
ten per cent poor will have reached 
the minimum of Rs 324 per capita per 
airauin. 

It will be seen that when the second 
ten per cent rural poor ntach the 
consumption level of Rs 324 per 
capita per annum, which requires no 
more than a fifty per cent increase in 
their consumption.! in 1968-69, the 
aveiagc niral consumption will have 
reached tlie level of Rs 1,056.7 which 
is 2.314 times the level of niral con¬ 
sumption in 1968-69 (Hs 456.6). The 
* niban c'onsnmption will have leachtd 
Rs 1,173.4 per capita per annnin 
which is 2.373 times the level in 
1968-69 (Rs 621.0). The cnnsiirnption 
of the top 10 per cent of the rural 
population will have i;KTeas(;d 2.555 
times and the consumption of the lop 
40 per ciiiit of the uiban population 
will have* increased 2.778 turujs. Willi- 
out this happening, the lica- capita 
consumption of the second ten per 
cent rural pooi cannot increase filly 
per cent and cannot reach the inim- 
nmm considered desirable 'rhese arc 
the real costs of economic develop¬ 
ment so far as the*pcKrr aie concerned. 

How Tong will it take to raise the 
per capita consumption to this level? 
It will of course depend upon the rate 
of growth of the economy. In the 
above, we have seen that the per 
capita rural consumption will have to 
racrease to Rs 1,056.7 and the per 
capita urban consumption to Rs 
*1,473.4. Supposing that, whenever 
this ■ happens, the urban poimlution 
will constitute about 25 per cent ot 
the total population the overall aver¬ 
age i)cr capita consumption then will 
be Rs 1,160.9 which is 2.377 times Its 
level in 1968-69 (Rs 488.4). U the 
economy progresses according to the 
Plan Perspective until 1980-81, the 
per capita cunsumpbon in 1980-81 
will be Rs 692.6. Therefore, it will 

teqitire a further 1.676 times increase 
in order to reach the level of Hs 

1,160.9. If the rate of growth attained 
towards the end of tho decade is 
continued (6.2 per cent growth in 
national income and 1.7 per cent 
growth in populatiaa^ per annuni), the 
per capita consumption will conf/nu<‘ 
to grow at the most by 4.5 per cent 
per anpipn. At that rate^ it will take 
years (11,73), after 1080-81, 
for: the • capito consumption to 


reach the desirefl level whereby the 
second ten per cent rural poor will 
secure the nationally desirable mini¬ 
mum consumptiiy.i of Rs 324.0 per 
capita per annum (at 1968-09 pric'cs). 
This will be some time after 1990-91. 
This is the most hopeful i^erspective 
that the Plan P<“rspective can offc*!- to 
the p<j()r. 

If, on the contrary, the economy 
piugresses according to the Trend 
Perspective until 1980-81, the pei 
capita coiisnmplion in 1980-81 will be 
only Rs 532.6, Therefore, it will re¬ 
quire a further 2.180 times increase 
in ordei to icadi thv desired level of 
Rs 1,160.9. According to the TitMd 
IVrsix'ctivc, the rate of growth at¬ 
tained at the (*iid of the dec.ide will 
be 3 75 pci r(Mt per annum. If it is 
sleppeil up to 4.0 i^cr cent per annum 
d]t*r(‘.ifler am.1 if the population conti¬ 
nues to glow at 1.7 per annum (as in 
the Plan Perspective), the per capita 
(oiisumptio-.i will continue to grow at 
the most by 2.3 per c<*nl per annuni. 
At that late, it will take nearly 3,5 
years (34.3), alter 1980-81, lor the per 
capita consumption to reach the de¬ 
sired level whereby the second ten pt‘r 
cent rural poor will secure Uie 
nationally desirable minimum con¬ 
sumption of Rs 324.0 tier capita per 
amuiin (at 1968-69 prifes). That will 
be well afkT the tnni ol the cciitury. 
This may indeed be the more realistic 
piTspective. 

Conclusion 

Wc should conclude. The Planning 
Commission’s perspective for the com¬ 
ing decade js clearly out ol line vath 
the expeiiericc ot the past decade. 
There is an obvious dcsiie to dost* 
the eyes on the past failures and wish¬ 
fully hope that the future will some¬ 
how be differiMit. From the point uf 
view’ of this study', even more nn- 
portanl is the Phnining Coininission’s 
failure to take cognisance of the but 
ol glowing inequality and the move¬ 
ment of the rural ixior into the cities, 
Instead ol recognising these fai'ts. the 
Planning C^ommissiun has iirocecded 
on the smug assumption that the pat¬ 
tern of inequality will remain the 
same as in the past and that theielme 
a high rat<’ of growth is all lhat is 
iK'cded to abolish poveity. 

But a plan of economic develop¬ 
ment, which accepts a national mini¬ 
mum and aims at assuring the same 
to all within the shortest possildo time, 
cannot depend entirely on a high rate 
of eco5ioniic giowth. Without a deli¬ 
berate policy to ensure an equitable 
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distribution of tho gains of develop¬ 
ment, the processe.s of drw'elopment 

benefit the upper middle and the 

ricla'r sections of tlu* i^ojiiilation much 
more than tlx'y do the lower middle and 
tJic* poorer sections. As a result, even 
a high rate of giowth, probably be- 
v'uiid th<* lange <»f leusibility, (aiv.iot 

lilt tlu' bi)ttoin (d the .soeuty to the 
desualile minimum within the Iok*- 

seable future. This is not a plea for 
a lower rale of giowlh luit a waniing 
that a high lato of growth is not a 
substitute for deliberate po]ici(‘s to en¬ 
sure equitable distnbutiou ot the gains 
of d(‘vclopmciit. In the absence ol 
such policies, tlie. proc<*sses of 'econo¬ 
mic development, as we have wa't.ies- 
seil them ill the j:>asl, make the rich 
lar loo ii(h befou' fhe poin c.in secure 
cvt*n the minimum. widen the gulf 
Ixtwi'iMi tin- n'cli and ihi* pom i'ltok- 
lalily and inevitalily midt^iniine the 
demociatii' tonndations of the (‘co- 
nomy. Tlieie is enough time between 
now and 1980-81 for the process to 
compli'li^ il allowt'd to go unchecked. 

APPENDIX 
Statistical Notes 

Table. No 

1.1 Source: The data aie taken from 
“The National Sample Survey, No 
138, Sixttvmth Round, July 1960- 
Augu.st 1961, Tables with Notes 
on Consumer Expenditure”; col 
2 from Table 1.6.0, col 3 fioiri 
Table 1.4.0, col 4 from Table 
2.6.0 and col 5 from Table 2.4.0. 

1.2 Source: Cols 2 and 3 are repeat¬ 
ed from cols 2 and 3 of Table 
1.1. The remaining cols aic taken 
from NSS Report No 138 (op cH), 
'fable 1.7.0. 

1.3 Source • Cols 2 and 3 are repeat¬ 
ed Irom (ols 4 and .5 of Table 1.1. 
'rhe rcmamiMg col.s arc taken from 
NSS Report No 138, 3'able 2.7.0. 

1.4 Sourer*; Data in cols 2 and 3 are 
taken from NSS Report No 
138, Tablts 1.9.0 and 2.9.0 
icspecHvfjy . The data in col 
4 arc obtained by dividing the 
uioTK’tary expenditure on lood- 
giaiiis given in Table 1,8.0 by 
th(‘ coricspijnding rpia.ilily' of 
hrodgiains given in Table 1.9.0 
ot this Report. Similarly, the 
data in col 5 arc based on Tables 
2.8.0 and 2.9.0 or this NSS Re¬ 
po’ t. 

1..5 Source: The computations for this 
Table Oil* based on “The National 
.Sample Survey, Report No 184, 
Seventeenth Round: September 

19fil-July 1962, Tables with 
Notes on Consumer Expenditure”. 
The physical qua^itities of a very 
large number of firod items con¬ 
sumed by rural ix:ople m di^e- 
rent per capita expenditure 
groups in eacli State are given in 
Tables B*1J1 and B.1.12 of this 
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Report. I’he calorie contents of 
many of the food items are taken 
from a Tald^• in an article ‘"A 
Note on the Energy-Rich Com¬ 
ponents of the Diet of the Popu¬ 
lation of Maharashtra”, hy M A 
Telang, S M Vidwans and V j 
Puntainbekar, in llu* Quarterly 
Bulletin of LAonoinu.s ami Statis¬ 
tics (published by Hu* Bureau of 
Economics aiul Statistics, Maha¬ 
rashtra), Vol V, No 3, pp 12-13. 
The it<Mns for winch the caloric 
equivalents w<;rc computed aic 
given m Tables R.l.llO to 
B.l.ll.Ri and 11.1.12.1 to 
R.1.12.17 of the NSS Hcpoit 
Since tin* (piantitics consuincd ril 
different pulses ar<‘ not st‘paratelv 
available, tht' .simph* avt rage ca¬ 
lorie c<]mvalcnt ol all pulses is 
coinpiiled fioin the data in tla^ 
article quoted above and this is 
used for getting the caloric equi¬ 
valent of pulses .in(f pulse pio- 
diicls consumed. Foi meat, tlu' 
calori(! content ol goat's meat is 
used. Foi fi.sh, the calorie ccyiilent 
of fresh fish is ii.scd. 

The per eapita aauual eonsinnp- 
tion e.\pendilures loi the relevant 
expeiulitiiie classes aie ealeulated 
from Tables R 1.5.0 to B.l 5.10. 
The population percentages ai< 
taken from I'ablc B. 1.3.0. 

1.6 Source: The same souices as for 
Table 1,5 are used lor computing 
the data in this Table. The rele¬ 
vant Tables, in the NSS Repoit 
No 184, arc: B.2.11.0 to B.2.11.16, 
B.2.12.1 to B.2.12.17, B.2.5.0 to 
IV2.5 16 and B.2.3 0. 

1.7 Soince: Data for this Table were 
supplied by the Naliunal Sample 
Survey Organisation. 

1.8 Source: This Table is based on 
the data in “The National Sam¬ 
ple Survey, Report No 134, Eight¬ 
eenth Round, January 19B3-janu- 
ary 1964, Tables with Notes on 
Income of Rural l.abour House¬ 
holds'*, Table 1.2. 

1.9 Source: The data in this Tabic 
are computed from “Tho Natio¬ 
nal Sample Sui-vey, Number 46, 
Eleventh and Twelfth Rounds, 
August 1956-August 1957, Tables 
with Notes on Consumer Expen¬ 
diture of Agii cultural Labour 
Households in Rural Areas**, 
Part I — Table 1 and Part II — 
"^rable 1. The States and the ALE 
zones have l^eeri regrouped ac¬ 
cording to Population Zones. 

1.10 S(Huce; This Table is prepared 
in the following manner. Table 
1.9 above gives the percentage 
distribution of agricultural labour 
households by annual per capita 
consumer expenditure. The.se ar<* 
converted itito agricultural labour 
households as pcrceiitage.s ol all 
rural households in the different 
population zones and expenditure 
classes, by using the percentage of 
agricultiiial labour houscboltls to 
t(;tal rural hou.seholds in each zoiic 
as given in “The National Sample 
Survey, Nuinbc r v33, ElcvtMth and 
Twelfth Rounds, August 1956- 

•' August 1957’*, Part I — Table 1 
ana Part II — Tabic 1 (States 
and zones regrouped according to 


population zones). The percent¬ 
age distribution of all rural house¬ 
holds during the siune period, 
1956-57, are available, according 
to monthly per capita consumer 
e.vpenditiire classes, in “The Na¬ 
tional Sample Survey, Nuanber 
107, Elcvciith and Twelfth 
Rounds, August 1956-Augu.st 
1957’’, 'Fable 1,30. These mondily 
<\\pcnclitiirc class intervals were 
converted into annual expenditure 
class intervals. But since these 
cla.ss intervals did ^lot agree with 
flic agricultural labours expendi¬ 
ture class intervals referred to 
above, a classification into the dc- 
sirctl class intcrwals was obtained 
hy interpolation. Then the ag- 

iiciiltural labour households were 

I'xi^ressed as ixjrcentage of the ru¬ 
ral households in each expenditure 
class, in the different population 
/ones. 

1.11 SoiiicC' “The Nathriial Sample 
.Sur\'<’y, Number 140, Eleventh 

Uomui, August 1956-Fcl)niai> 

1957 (Ruial), Some Aspects ol 
Agiiculture in India”, Table 1.13. 

2.1 Souice: The data for all the years 
upto 1967-68 are taken from 
“Estimates of National Product 
(Revi.s<*d Scries), 1960-61 to 
1967-68”, New Delhi: Central 

Statistical Organisation, India, 
March, 1969, Table 1. The data 
for 1968-69 are estimated on the 
basis of net domestic product at 
fai'toi cost for 1968-69 given in 
Fouith Imvc-Vcui Plan, 1969-74, 

Table 1, p 32. 

2 2 Source: Data in columns 2, 3 and 
6, upto >ear 1966-67 are taken 
from “Estimates of National Pro¬ 
duct, (Revised Series), 1960-61 to 
1967-68”, New Delhi: Central 

Statistical Organisation, Govern¬ 
ment of India, March, 1969, 
Tables 2, 9 and 6 respectively. 3.2 

Net doinesh'c product (at mar¬ 
ket price)=Net iloincstic product 
at factor co.sl -}- indirect taxes 
less subsidies. 

Net imports = Imports — Plx 
ports (of goods and non-factor ser¬ 
vices). 

Government ccTiisumiition ex¬ 
penditure = compensation of em¬ 
ployees + net purchase of com¬ 
modities and services. 

Figures in column 5 arc taken 
irom “Estimates i>f Capital For¬ 
mation in India, 1960-61 to 1965- 
66”, Now Delhi: Central Statis¬ 
tical Organisation, Governme*nt of 
India, 1969. 

For the la.st two years, figures 
in cols 2, 3, 5 and 6, are taken 
icspectivelv from Fourth Five-Year 
IMan, 1969-74 (Draft), p 31, Table 
1, and Fourth Five-Year Plan, 
1969-74, p 32, Table 1, (both, 

New Delhi: Planning Commis¬ 

sion, CJovcrnment of India). 

'Fhe figure for 1966-67 in a>l 
5 has been interpolated. For ob¬ 
taining the figures in col 8, the 
implicit price index in the “Esti¬ 
mates of National Product**, cited 
above, has been used. 

For col 9, the population esti¬ 
mates are taken from ^’Report on 
the Population Projections Work¬ 


ed Out und^ the Guidance of tb<s 
Expert Committee Set Up By ^ 
Planning Commission under the 
Chairmanship of the Registrar 
Cencidl, India”, New Delhi: Of¬ 
fice of the Registiar General, 
India, 1968. 

2.3 Source: Data arc taken from 
Table 2.2, adjusted as explained in 
the text. 

2.4 Source: Figures in line 1 are 

taken Iroin “National Sample 
Survey, No 138, Sixteenth 
Round, July 1960-August 1061, 
I'ables w'ith Notes on Ck>nsumer 
Expenditure”, Delhi: Cabinet 

Secretariat, Government of India, 
Tables 1.7.0 and 2.6.0 for 1960- 
61; and for 1967-68, from unpub¬ 
lished data supplied liy the NSS 
Organisation. The subsequent lines 
are calwulated bv us. The price 
index used is the implicit price 
index in the National Facotne data 
(Mjoted earlier. NSS data are avail¬ 
able separately for rural and urban 
populations. For the total figure, 
the rural and urban figures are 
weighted by the proportions of 
inral and iirbau populations at 
the time of the 1901 census, 

2.5 Son ice: Data in col 2 are based 

on "Report of the Committee on 

Distribution of Income and Levels 

of Living, Pait II: Changes in 
Levels oi Living”, India, Planning 
C'ommission, July 1969, Table B.3, 
coJ 12, suitably modified. Col 3 is 
taken from unpublished data sup¬ 
plied by the NSS organisation. 
The figures ra the other columns 
are computed as explained in the 
text. • 

2.6 Source: Same Us in Table 2.5, 

except that foi« urban expenditure 
distribution in 1960-61 reference 

is to Table B.4 of the Report re¬ 
ferred to above. 

Source; Data in cols 2 and 3, 

upto 1968-69, are taken from 
Table 2.2, cols 4 and 5. Data for 
1973-74 to 1980-81 are taken 
from Fourth Five-Year Plan, 1969- 
74, New Delhi: Planning Commis¬ 
sion, Government of India, 1970, 
p 32, Table 1, lines 4 and 5. 

3.3 Source: Data are taken from cols 
2 and 5 in Table 2.2, and deflat¬ 
ed with the help of the Implicit 
price index in the National In¬ 
come Series. 

3.4 Source: Fourth Five-Year Plan, 
1969-74; p 53. Table 2. 

3.5 Source: For figures in cols 2 and 
3, lines 1 and 2, see Fourth Five- 
Year Plan, 1909-74, p 32, Tablp 
1. For population estimates, see 
“Repoit on Population ftojec- 
tions**, op cit, 

3.6 Source; The .sources of data and 
methods of computation are ex¬ 
plained in the text. 

3.7 Cols 2 and 5 are taken from 
Table 3-6. The computations for 
cols 3 and 6 are explained in tho 
text 

3.8 Cols 2 and 5 are taken from 
Table 3.6. The rest of tho data are' 
computed as explained in the teat. 

3.9 The data in cola 2 and 5 are taken 
from Table 3.6, cols 2 and 
remaining columtia are computed 
as explained in the texjt . 



A Contextual Role’for Scientists and Technologists 

A Rahman 

Though It was the third conference of its kind, th,e Scientists cwd Educationists who assembled in 
• Delhi to confer on the implementation of the Science Policy Resolution, merely repeated once more the 
complaints and general recommendations of the earlier two conferences without getting down to analys¬ 
ing the follow-up that had been done on the recommendations made earlier. They thus lost another 
opportunity to become effective levers of change, and in so failing reflected the basic weakness that 
plagues the body of scientists and tecnnoiogists in this country. 

It IS evident that, what prevents the scientists from becoming Uhe minority iii^Tettg^e withTThe 
future* is not lack of opportunity hut the scientists’ own incapacity to identify with particular social and 
political objectives and forces of change. Scientists and technologists can earn respect only via their 
commitment within society to human values and through their advocacy of radical social changes in 
conformity with specifically identified technological possibilities. 


UNLIKE the earlici twf) coiileienccs 
of Scientists and Educationists which 
were called by the Ministry ol Educa¬ 
tion, the recent conlerence held bet¬ 
ween November 2S and 30 was 
convenc'd by the Connnittee on 

Science and Tecbnolojzy (COST). Un¬ 
like the earlier conferences, the present 
eonfeienee bad eiieiilated, bowiwcr 
late, some documents to seivi! as a 
basis for discussion foi the areas to be 
covered at the coiilerenee. The doeii- 
inent^ vvctc of uncvrii (jiia^'ty. While 
(unsiderabJe effoit had ^one in the r re¬ 
paration of some (such as on the 
docunienl on the management of 

scientific leseareh,) the others liad been 
prepared by individuals reiJreseiiting 
their perso^ial vityivs rather than any 
consensus of thinking among any sec¬ 
tion of scientists and technologists. 
They tended therefore to dirc^ct (he 
discussion into unfruitful channels. The 
document twi the iniplenienlation oi 
the Science Policy Resolution was the 
most inadequate of all. Apart from 
being colourless, its reading gave the 
^ iinpre.ssion that the writers had an in¬ 
adequate appreciation of the real 

situation and had chosen to close theii 
eyes to the major problems of the or¬ 
ganisation of scie^ice and its involve¬ 
ment with the task of generating the 

ec'onomic, industrial, social and cultu¬ 
ral potential of the country. 

‘ Despite the inadequacies of organi- 
station and the lack of suitable back¬ 

ground papers, some tangible and posi¬ 
tive recommendations did emerge from 
the conference. A serious atmo.spherc 
pervaded, and an effort was made by 
participants to express themselves freely 
and in a positive attempt to arrive at 
a consensus of opinions. 

In what follows, some of the major 
areas of agreement and the recomineoi- 
dations of the ^conference are first 
briefly set out. 

The conference fdt that th<Te had 
ficen^ infidequate and ineffective imple¬ 
mentation of the Scfentifio Policy Reso- 


lulioii (SPH). vSciciitists a’iid technolo¬ 
gists, had not been associated as en¬ 
visaged by S131, with policy fornuila- 
tioii and decision making, 'rherc 
inadequate effort to pioinotc a scienti¬ 
fic outlook and tin,* iunctioning ol 
scientific and ji*s(‘arch rnstitutions had 
nt)t bt*en democratised. It was gene- 
lally agiei'd that llicii' was no truly 
national s( K^nce acad^ inx , wliieli couM 
lejiresi'iit the seii'ritific comiiiunity and 
its opinions. Various gaps, in the exist¬ 
ing situatiir.i with legard to the tech¬ 
nological development of the country, 
utilisation of indigenous research, the 
policy ol indisciiminate import of 
ti'chnology without adequate R and D 
base, (Migineeriiig design and Jabn'ea- 
lion lacilitK's, weaknesses ofi ecjiiip- 
ineiit technology and infoimation on 
R and D and other related mdtteis 
weie lecognised. Th(^ coiifen^nce also 
('niphasised llii' weaknesses of univer¬ 
sities in th<' H and D structure, pointed 
out some of the majoi weaknesses of 
the, university organisational structure 
and its isolation fioni research inslitu- 
lioiis and industry. It brought out the 
inis-Tuatch between the nc(?d for largoi 
and Iaig(M' niimbei ol trained person- 
ru'l and the large number of posts 
simultaneoiidy lemaining unfilled. The 
tatter, it was tmiphasised, was coiinect- 
od with the policy of indisciiiiiinate 
import ol technology'. Furtlier, the 
conferi'iice iiointed out the unfavour¬ 
able woiking opportunities and condi- 
tioris of w'ork of sci' ntific workers. 

During the course of the discussion 
the conference also rejected some of 
the cfjminon notions prevalent in the 
highest scientific and administrative 
circles, such as that, improvement of 
scientific agencies and organisations 
was possiblf' only through their leorga- 
jjisations, or that grades and status of 
laboratory scientists should be different 
from tho.se of scientists working in 
workshops, pilot plants, inform.Rion 
and library services, survey and analy¬ 
tical work and carrying out kidustrial 


liaison and exLeiisioii. It was felt that 
the present agencies and organisations 
could fulfil thiiir responsibilities — pro¬ 
vided the areas of work ami priorities 
arc* decided at the national level with 
adequate backing of resources, provid- 
eil tlierc is democratisation of the func¬ 
tioning and iKirticipalion of scientists 
in decision making right through to 
the working scientists, .ind provided 
there is recognition and piomotioii of 
im‘iit and a*:! objeitivi* (valuation of 
woik. 

The eonlcienee made a number of 
specific suggestions on the nianage- 
nieiit ol the researeh laboiatoiics, which 
mehidied collegiate authority system, 
method of lecruitnient and piornotion, 
de-linkmg ot s.ilary scale from admi- 
nistiatiun responsibility, change m ad- 
ininistiative inles, and purchase and 
audit procedures. Siinilailv, it made 
positive sugg(‘stions with regard to ini- 
jjiovemeiit ol research bajK* in the uni* 
veisities, which included better bud- 
gi^tuiy n souices and creation of facili¬ 
ties for riise.ircb, better collaboration 
between univeisilif’s, research institu- 
tu/.is and industries, .ind plaiiiiiiig of 
manpower pnlieiis so at to avoid brain 
dram and bring back those already 
abroatf. 

Specific u'eoiiimendations w(‘r(‘ also 
iiuuh* to I>uild up th<i R and U base 
of the industry. It was suggested that 
laige-scah^ industry, both in the x^nvate 
and public secloi, slioiild Ix' persuaded 
(o siHMid about one i>er ci'nt of their 
turnover on K a-iid J), while institu¬ 
tional facilities for medium and small- 
scale industry should bt; developed 
with national laboiatoiics helping 
them. The conference also recommend¬ 
ed the strength(*iiing of the DGTD 
and the NRDC, to play their rule 
effective!V in the innovation ^hain. 

These w(‘ie the fiositive achieve¬ 
ments of the conferenc'o. But they do 
not go far ernough. It would, there¬ 
fore, bn worthwhile to discuss some of 
the basic prol)lems of the current 
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silnatioii and tlK; limitations of Indian 
scientists which prevcJit thtnii fioin 
meeting the challenge ro the situation. 

As nieiitioncci eailier, this was the 
third conleience to n^vivw the SPR. A 
comparison ot the etinelnsions and re¬ 
commendations of the eailier two con- 
h'M'riees witli those ol the picsent con- 
lercnee levt'al a lack of evolution) in 
the thmking Ovt'i the Nears This con¬ 
ference arrived at noaily the same con¬ 
clusions and iniid<’ le com men dirt ions 

sinnhii f(.i those ol the two eailier con- 
feiene* s. In i.iel, in eialain matteis 
the- i)ri‘senl co'.ilcHMice did not go even 
as lar .is the cailier eonlercnces had 
done. rlns is piiinanly because tlie 
necessai-y lollovN-iip ol tin* earlier re- 
eomniindations had never been done. 
This <.onh'ienee should have had a 
doLimn'iit fiom the COST Si'cretaiuif, 
giving the eailiei K'^ommendations and 
desenbmg tlu* evtiMit to which the.se 
liad b«‘('n iniph mented. Hnt the COST 
doeninent maih' no sneli reterenee. 
thus giN'ing tin- impossion that the 
earlier leeoiniiiund.itions wine ol no 
rnnse(jiK'iice anti dial a liesh stait was 
nt'eessaiy One ol lh<' leatines of 
Indian seu-iiee is, indeed, tliis attitntle 
ol making a iit'sh stait each timt', in- 
.steatl ol any eiitical t‘\aminatjon ol 
e.irliei I'flojts ItMcling on to the luwt 
step on the- basis ol then ivaluation 
and prog less. 

Indian seienet' bas been more thau 
forhmate in liaving lh(‘ suppoit of thi; 
political leadt'is ol file eonnliN. Foi 
seventt^en yeais it enjoyed unstinted 
support and eneoiirageinent fioni 
Nelli 11 and foi the last live years, it 
ha.s diaw*!! similar suppoit Irom Indira 
Candhi. For neaiK a qnaiter of a 
century, Coveniment suppoit in terms 
of finavicial resources has been increas¬ 
ing a( a rapid rat<* anti there aie rea¬ 
sons to believe that this will continue. 
Thi.s' is nioie than uhal any coinrnu- 
^lity or gioup ol peojllt! etiuld hope for, 
The question llieielore arises, has the 
scientific (oinmnnity utilised the oppor- 
tunilies even to the e.xtent they ought 
to have? Have tiny justified the con¬ 
fidence placed in llKun by the political 
leadeiship of the country? 

A ciitical evamiiutioii and evalua¬ 
tion of the actual lole scientists and 
technologists have plased, suggt'sts a 
negative balame. In her address to 
the confc‘ieiK('. Tndir.i (Gandhi gave 
exx)re.s.si()u to llie geneial fielings of 
the i)eoi)lo anil leadeiship when she 
'‘aid: 

“But in spite of tliis expansion, 

there is concern that nation has not 
necured sufficient returns from the 
quantitative expansion of scientific 
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researeli and education. And it is 
true that ue aie not using our con¬ 
siderable potential to the fullest.” 

The scientists at tlie conference 
ought to have got down to identifying 
die “factors resixxnsible for this state 
of affairs''. Yet, somehow, they failed 
to get down to the task. They were 
forthright when it came to the overall 
situation, but whi.-ii it came down to a 
eiitieal ijxainination of their own func¬ 
tioning, they weie at best half-he;uted. 
They ought to have asked themselves 
the reasons whv SPR had not been 
implemi’iited and why theie had heiai 
.10 follow-iip on the leeommendations 
of the earlier conferences. Was Govern¬ 
ment pulley lespunsihle or they th<*in- 
selves? iMirtlier, why have the scien¬ 
tists’ themstilves not evolved the lilue- 
pimt ol a national science plan, created 
a truly national acadtany of scienli.sls 
to help the scientifie community to 
i.oheie and ehannel its thinking? Why 
have they not bi'cn able to promote 
the .seii'ntilie outlook, through writing 
science text-books lor schools to incul¬ 
cate the seientifie outlook in children? 
Why they had not involved the 
w 01 king scientists in i^olicy and 

decision making, and democratised the 
Innetioning of the scientific institutions, 
die universities and academics? Why 
liave scientists thein.selves I ailed to 
lecogm'se merit and take step.s to pro¬ 
mote it? Why, in other words, did 
llu'y stop tlii'inselves from implement¬ 
ing theii own recommeiidalio'iis? An 
attempt to a^k sneh question,s and 

endeavour to seek answ'crs to them 

would have brought scientists face to 
face with the major ills plaguing their 
own comuiumty — ills which were 
also ic’flected to some extent in the 
conference, viz. the predisposition to 
work for a very limited objective? such 
as the promotion of a specialised 
branch of science, department, or an 
agency, or the preoccupation w'ith the 
personal career. In fact, the delibera¬ 
tions ol the conference reflected this 
limitation. 

The rcicommenclatiuns*, by and large, 
aie limited to the organisational struc¬ 
ture of science and its development. 
There is no rnclination to think of 
science a.s an instrument of social 
transformation and as a source for 
solutions to problems faced by the 
cmjntry. A greater commitment, than 
the scientists have shown so far, would 
have persuaded them to fight against 
prevalent conditions and to develop a 
eoinrnuDity of men dedicated to change 
of conditions. The extensive brain 
drain of highly skilled and brilliant 


people, the doniinimt tone of frustra¬ 
tion among scioiitific workers, and the 
lack of sensitivity to the total natural 
situation, is symptomatic of either an 
t'.scape to look after one's career or of 
despair that things are beyond redemp¬ 
tion. In either case, it signifies lack 
of effort among the scientific commu¬ 
nity to exert for change. 

The amfeiewce did not at all reflect 
tlu* iiigeiicy of the situation in India. 
It did not di'liborate on .such problems 
as the endemic poverty and illiteracy, 
the increasing unemployment of both 
educated and iineducatt'cl and the con- 
seiiuc^it social unn^st and tension, th<; 
grow^th of communalism, legionalisiii 
and other paroehialisms in society 
vvhieh threaten its very fabric, and the 
w'uv that science and tt;chnology could 
show, in the short as well ols the long 
run, out of the morass. Instead, scien¬ 
tists seem to take these things as part 
of life, as conditions with which o^*ie 
has to coexist, and as il .science has no 
solution to any of thes<‘ problems. 

It was of* this wider role that the 
rrinie Ministei was riininding them 
VN hen she said: 

“It is rather disturbing to find that 
the leaders of this community, who 
.should guide, the Government in 
idcMtilying tlie imbalances to lye 
correel<‘d a'nd initiatives to be taken, 
themselves seem to look towards the 
governmental bodies most of the 
time. ... In a recent article, I 
read that scientists have been called 
‘the minority in league with future'. 

[ do not know if I am wrong in say¬ 
ing that, in our coirntry, signs of 
such conspiracy with the future are 
note visible.” 

The scientists have been making a 
demand for Piirticii^ation in national 
policies, with a large content of science' 
and technology, yet there is hardly any 
area for national policy which does 
not have such a corilen't. The recom- 
mendation.s on the Science Policy 
.stated: “Though decision-making on 
important national policies involves 
technical, administrative and political 
coinponcjnts, at present only the politi¬ 
cian and the administrator participa&s 
in the decision making.” The questicAis 
vvhieh necessarily arise here are: Do 
the scientists want to participate os 
mere technical people or as social 
changers and as a group of people in 
league with the future? What are the 
policies which they w^ould like to be 
adopted? In what direction . they 
would like society to move? Have 
they any defined and clear-^ut ideas, 
or would they like to participate 
merely for matters of prestige and 
status? 
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■ Sctcntisfs; iu tht; country w far have 
ttot given any significant indication of 
social thinking on a scale that could 
make them a social force for change. 
* In the Nodal sphere, they have show«i 
a high degree of confarmity to social 
liracticos, traditionalism, and conserva¬ 
tism, rather than a radical disposition. 
Some of the savants of science In the 
country have ev(*n advocated the cause 
of spiritualism, miraculous powers of 
religious heads, and have publicly ad¬ 
vocated ritualism — ideas which are 
the very antf-thesis of science. 

In other words, the scientists' de¬ 
mand for participation in the framing 
of national policies and decision-mak¬ 
ing machinery is, at best, an advocacy 
for e<iual status in Hie elite group of 
the conntiy, wlvch they have been 


denied so far. Scientists in the ooun*- 
tiy should be able to realise — parti¬ 
cularly after the experfccice of the de¬ 
velopment and use of science and 
technology and its social consequences 
in advanced countries — that science 
and technology can become significant 
(raly in relation to particular social and 
political goals and objectives. A degree 
in science and specific technical com¬ 
petence is good and useful, but it does 
not necessarily lead to the natural 
position to which scientists aspire. 
Scientists and technologists in the ad- 
vancetl countries have over die centu¬ 
ries come to enjoy re.spect and prestige 
cia their commitment to human values 
and the refinement of these through 
science and technology, and their ad¬ 
vocacy of radical social changes in 
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confoniiily with technological possibi¬ 
lities. 

ITie value of tho conference, there- 
fore, does not lie in the consensus it 
arrived at and the recomiwindations it 
made. After all, the previous confer¬ 
ence's too had mnd<^ similar recommen¬ 
dations. Its real value could couic 
through if it were to he made a start¬ 
ing point for coheiing the community 
of scientific men, awakening thtnr so¬ 
cial cxjnsciousness, lu'ightcning their 
commitment both to science and so¬ 
ciety, and motivating them to act as 
social (hangers ‘in league with the 
future;’. Iu this c‘Cf»itext, the rigorous 
pursuit foi iniplementi)ig the recom¬ 
mendations made would \iclj results, 
and give the scientists the respect and 
pie.stige to which they aspire. 


R and D: Emerging Identity Crisis 


R S Ganapathy 

The national plan for science and technology should evolve from the economic plan which decides 
on sectoral growth raUs. But the Fourth Plan document does not concern itself with the R and D 
needed in each sector to ensure sectoral g;rowth rates. 

There is similarly too little attention given to the transfer to technology. Scientists have tended 
to demand higher outlays for R and D to the neglect of the organisational and financial needs of the 
technology-transfer process. 

In fact' following from all this, it seems clear that R and D in India in the next few years will face 
a full ^identity crisis*. For, the social milieu tvill offer it neither a convincing role in fiational develop¬ 
ment nor any specific hopes. In the circumstances, R and D can be made to become an effective tool 
of development only if a determined learning process goes an among persons involved in the innervation 
chain of science and technology. For, only then can the productivity of Indian science begin to show 


resilience. 

THE subject of Re5jearch and Develop¬ 
ment has been brought into focus 
again with the organisation of a uum- 
, her of national conferences on it over 
the past couple of months. The latest 
in the series is the conference on Re- 
.search and Development in Industry 
organised by tho Bidustrial Credit and 
Investment Corporation of India, in 
Bombay. This conference had tvvo 
plenary sessions (one introductory and 
one final) and five simultaneous pasidl 
sessions: on Chemkalj and Processing, 
Engineering, Electricals and Electro¬ 
nics, Relationship between National 
Laboratories and ludustiy, and Policy 
for Research and Development. The 
sessions w'ere exceedingly well orga¬ 
nised. Moreover, the background 
paper prepared by the ICiCl on the 
status of Industrial R and D in India 
is perhaps the best document yet pro¬ 
duced on the subject In this country. 
The conference discussed iu detail t^ 
role. of R and D in Indians industrial 
devblopmei^ The pertldlpants at the 


conferenc(! were from varied back¬ 
grounds — industry, the national labo¬ 
ratories, co-operative research institu¬ 
tions, Govemme^it departments, and in¬ 
dustrial consultancy firms. The re¬ 
markable feature of the conference' 
was the clarity with which relevant 
iss’ucs were* identified. The main rea¬ 
sons for this seem to be the clear foi- 
mulation of problems in ICICTs back¬ 
ground paper and the pragmatic ap¬ 
proach of a very large number of the 
industrial managers who participated 
in the conference. 

PnOBLEMS OF R ANO D IN InDUSTIIY 

The main problems inhibiting tlu; 
development of R and D in iiichisti> 
were identified as: 

(a) delay in obtaining foreign ex¬ 
change for importing material 
and equipment for R and D, 

(b) absence of testing and (quality 
control facilities, 

(c) the licensing ml icy of Govern¬ 
ment which inhibits indusby in 

^ exploiting the H and D know* 
how it has devebped in its own 


enterprises or tlirough sponsor¬ 
ship in Government laboratorie.s, 

(d) the inadeciuate infoimation 
system regarding the equipment, 
facilities, expertise and R and D 
know-how already developed in 
the national laboratories, 

(c) ill-e(|iiipp('d mechanism for the 
Technology Transfer process, anil 

(f) abseiK e of meaningful relation¬ 
ship between R and -O policy 
ana industrial policy at the na¬ 
tional level. 

G L Mehta, Chairman of ICICI, and 
Atma Ram, Director General of 
CSIR, ill their speeches discussed these 
issues in detail and participants then 
commented on tliem. The general 
tendency of the comments made by 
industrialists w'as somew^hat reminiscent 
of the FICCI conferences where every¬ 
one blames Covemrnent and asks for 
more tax relief, lilxnal impoj;t licences 
etc. Similar demands were made here 
also; but many of the industrial manag¬ 
ers W’<5re at the same time (luite* appre- 
ciative of the problems Government is 
facing. 
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III the study cou'hicted by ICICI, it 
was found that the paltein of R and 
in industry had the followinc; order of 
priorities; 

(1) imixirt Mi}»stitutioii 

(2) pjoduct hiipiovenu'iit 

(3) piocivss modification 

(4) product iuuovatiiyu 

The excessive impoitaiice given 
to iinpoit sulistitutiun in indiis- 
tiial R and 1) has been louud to be 
un<lesirabl<* as onl> in some cases is 
the impoil snhslilnlion of advantage to 
iiidustj) in (he long inn in many 
Lines, nupoit snbslilnhnn has lesultcd 
in the high cosi stinelnie of Indian 
laduslry. Coverninent could have 
avoi(l(‘d this by nni]<‘i taking cost bene¬ 
fit analV sis of mdivKlnal piotluct sub¬ 
stitutions insli'ad of adopting inipoit 
substitution as a gcneial policy. 

The priorities in th<‘ R and D pat¬ 
tern need to be levelsed il iml/gcnons 
R and O has to slim* as an effective 
input for industii.il dtwelopment. But 
this cannot bt* dir.ie nnU'ss tbcie is a 
vciy I'lfcctivi; liaison Ixtwccn industry 
and the national laboratuiies. This 
hiings us to the efficiKy oI tfie present 
technology-transfei pioccss and the 
relationship hetv\een R and D policy, 
indiistiial policy a^id lorcign collaliora- 
tion. I'lie conference spent a gieat deal 
of time on thesi- issues, and vve will 
try' to look at the prolili'rns involved in 
those areas. 

The UNrnonuciivi: R and D 

In the past 25 vears, a very exten¬ 
sive infrastiucture of national laborato¬ 
ries has been built up by Coveininent 
and on piactically every known tech¬ 
nology some sort of R and D work is 
now going on in the country. Unfor¬ 
tunately, utilisation of the knowhow 
developed in these areas has ])een ex¬ 
ceedingly pool. Th(i record of the 
National Rescaich Uevclojmient Coi- 
poration (NUDC), s<*t up lor transfer¬ 
ring the knov\ho\\ to industiy, has been 
dismal so far. Altei lb years of exis¬ 
tence, the total pioductjon value of 
llie items lelcascd through NRDC has 
lK*eii only Rs 400 lakhs. Similarly, 
the total levenue ol ('SIR in 1969 from 
royalty’s, premiums, consultancy, test¬ 
ing and analysis, was about Rs 30 
lakhs. CSIR has been in existence foi 
over 25 >'ears, and Us annual budget is 
about Rs 20 eroics. The current re¬ 
turn thus woiks out to be 1.5 per cent 
ol the total annual outlay on R and D 
hy CSIR. This is veiy poor indeed, 
the social opportunity cost ol capital 
in this country is much higher than 1.5 
per 'cent. CSIR usually argues tliat in¬ 
come generated from transfer of know¬ 


how is not the only indicatoi of pro¬ 
ductivity of R and D iiiv(‘stnu*nt. This 
argument is untenable because, in this 
capital-scaicc country, investment in R 
and I) has to be evaluated essentially 
ill economic terms, and 25 years is a 
long enough period for any investment 
i< become fiiiitful 

rhe main naison fin' such po(;r rc- 
bnn is the ad hue selection of R a'/icl D 
piojccts, th(' abst'iicc of any kind of R 
and D evaluatiou m uatioual laborato- 
lics, a complete lack of concern with 
if'SDiiice allocation, and vc*ry jioor liai- 
s(jn vrith industiy on desig.!, product 
I’ugincering and producliuii technology. 
The last mentioned factoi is perhaps 
key leason for the very low producti- 
viU of R and D in India. 

4’jx:iiNoLOGY-Tnw.si-EH Process 

It is recognised by everybody that 
lh(‘ relationsliip between the R ami D 
laboratory and the r.idiistry should be 
veiv close. Uiifoitiinalcly, in this 
countiy, the relationship is far from 
close. Rescaich piojccts are tak<‘n up 
mdei^endcntly of iiidusUy's needs, 
and industry enters ivito foreign colla- 
boialion with Coveminent appioval ir- 
lespeclivc of the knowhow' available in 
Covernment laboiatoiies. The main 
ic'uson for the ahsc'nec of eo-opeiation 
is that the different links in tlie tech- 
nology-tiansfer chain are not being 
provided by any one. Unless these 
links are established, it w'ill be diffitaih 
to liansfei the knowhow to industry. 
These links arc' mainly pilcH idants 
(w ith 2-5 ix'r cent of th<^ economic 
capacity) for developing design, pio- 
duct eiigiiiceiing a'od production tech¬ 
nology data; specification of law male- 
lials, comixjnents and assembly; plant 
layout, cciuipment .selc'ctioii; techno- 
economic fca.siliility studies; and testing 
and inspertkm procedures. As of now, 
thc'sf' intermedian linking functions 
are being performed neither hy the 
luljoratory nor by the industry. Indus¬ 
try fVels that pilot plant work etc, 
should be done by the laboratories, 
while the laboiatoiies feel that these 
should he set up by consultancy firms 
Ol by the indn.stiy itself. R is true 
(hat, i'.i the present oiganisatioiial 
framework of the laboratories, tlii.s 
tiansiei w'ork cannot be eairied on h>' 
lliein since the v ck> not have’ tlie expei- 
ti,sc, funds or other facilities to do the 
work On the other hand, Indian in¬ 
dustry ha.s been operating in a highly 
protected e nvironment, and it is averse 
to taking any risk by investing in un¬ 
proven knowhow put out by the na¬ 
tional laboratories — especially since, 


by contrast, the foreign collaborator 
has a product well-proveu in the mar¬ 
ket and gives assistance for start up, 
operation, and maintenance of the 
f>laiit. For the Indian industrialists 
this is piactically a ri.sk-free investment. 
This turn-key approach to industry by 
Govcnnneiit a'ud entrepreneurs has re¬ 
sulted ill heavy dependence on foreign 
collaboration. However, this situation 
is rapidly cljanging and, with Govern¬ 
ment’s intention to relax controls *aud 
restrict foreign collaboration, the 
Indian industry would have to turn to 
the national laboratories- in contemplat¬ 
ing evpansio'a and growth. Also, in 
many plants with foreign collaboration, 
Indian engineers have only tried to 
A/kuc the mechanics of operation, ma¬ 
il agemenl, and maintenance, without 
comprehending the logic of them. No 
adaptation of or improvement on the 
imjioited knowhow — as had been 
canied out in Japan in the fifties and 
sixties — has been undertaken hi this 
countiy. Moreover, in many instances, 
lliei technology imported has been obso¬ 
lete in the originating country by five 
to ten years, and the collaborators, 
through the agreements or otherwise, 
ficliherately discourage dtwelopme'iit 
work in the industry in this countiy. 

Many participants at the conference 
Ic'lt that tcchnology-trarfsfer can be best 
accomplished by setfing up integrated 
Technology Transfer Centres • (TTC) 
which would be charged with the res¬ 
ponsibility of trasasferring knowhow 
from laboratory to industry. Such a 
proposal is futile because NRDC, which 
IS essentially a TTC, has not been very 
successful. For a TTC to be really 
(Effective, it should have adequate au¬ 
thority both to direct the R and D ef¬ 
forts and to influence industrialists to 
a<lopt certain processes and knowhow. 

.Such powers cannot be vested in an 
intermediary body like the TTC. A 
bettei way would bo to develop co¬ 
operation and liaison between research 
and industry within the existing organi¬ 
sational framework itself. In other 
words, what is necessary is the associa^ 
tion of industry with the laboratory, right 
from Ihe initial stage of the R and D 
(effort, either tlirough sponsorship of 
R and D programmes or through con- 
icrences, seminars etc. The continuous 
feedback from the market to the labo¬ 
ratory is vitaL The comparatively more 
Mux’essful industrial i'e.s('arGh associa¬ 
tions In textiles, jute, tea etc, which 
have a very close link with the market 
prove this point. This can be achieved 
only if each laboratory has a commer^ 
ciallsatiOii or. utilisation cell, whld^ 
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would l)e staffed by interdisciplinary 
trains consisting of economists, market 
researchers, industrial enghieers, and 
others. 

• E'agineeriug consultants could form 
an effective link in the transfer process. 
The recent Venkataramau Committee 
Reix)rt on Technical Consultavicy Ser¬ 
vices has revealed that there is adequate 
expertise in this country in the consul¬ 
tancy field for conducting techno-eco¬ 
nomic ieasibility studies, personal or 
c<jiiipment selection, etc. The Tata 
Cfnisulting E'.iginet;js ur Engineejs 
India are examples that cojne to mind 
for their excellent lecorcb in this held, 
ft can be eonduded that, it is no use 
cieab’ng new institutions like TTC for 
this piirixjse, and that the existing in- 
stiliitions m industiy and reseajch could 
he n^oiiented to tak<' up this W(jrk. 

Many scientists are demanding that 
one pci cent the gross national pio- 
duct should he spi'nt on H -ind 1). At 
present, India is spcndivig a little ovei 
0.4 per higher (iNV on K and D. 
It has been <*sliiiiated that, approxiiii- 
inatdy Hs 10 has to be spent in the 
tiansfcr ])rocess il Re one is spent on 
direct R and 1) itself, llowevi^r, fa om 
anjiitiy, the expenditure pattern is 
l)iased the other way. In such a situ¬ 
ation, therefore, ^it is futile to demand 
moie money for R(* and D alone. What¬ 
ever alloeatioii the planners and Gov¬ 
ernment can make should he foi the 
tia'asfcr process rather than diiectly for 
R and D itsell. 

An immediate need is for a number 
of case studies of the actual transfer 
l^rocess, and elaborate documentation, 
which could serve as guidelines for 
^ otlier laboratories. These case studies 
could form the core of educational pro¬ 
grammes in H and D management and 
technology-transfer. Academic r.istitn - 
lions like the Administrative Staff Col¬ 
lege of India are ideally suited to de¬ 
velop these programmes. Such pro¬ 
grammes should consist of conceptual 
niaterial, case studies, and discussions, 
lyiany such short-tenn programmes 
ought to be conducterl in the near fu¬ 
ture. The participants of these pro¬ 
grammes could be scientists, directors 
of laboratories, industiialists, profes¬ 
sional managers, consultants, etc. Only 
an educational process of this sort will 
bring alxiut a radical change in the ap¬ 
proaches and skills of personnel in the 
various organisations; and hopefully 
these skills would-be behaviourallv re¬ 
flected right from the selection of 
R and D programmes to the transfer 
of tqchnplogy ond the utdisation pro¬ 
cess, Right now. many of the key per¬ 


sonnel who ought to be responsible for 
the transfer process, both in industr\' 
and in the national laboratories, are 
completely ignoranf of the various Jinks 
in the innovation chain. Once thev 
learn to appreciate the economic, orga¬ 
nisational and management implications 
ol the technology-transfer process, real 
(ihange will begin to take places. Other¬ 
wise, wc will rt'inaiii with talking a 
gii*at deal about the transltT process in 
various conferences without re.sults. 

The Role oe itie Labohatoiues 

The laboratories paiticularly have a 
great lesponsibibty in this area. Un¬ 
fortunately, jeprcs(*ntatives of the la¬ 
boratories .at the conference felt that it 
would be an additional burden to take 
up pilot plant work or product enghi- 
rering work in tlie laboratory itsidl. 
Yet the additional momoy invested in 
the transfer procev.s could be ucovered 
from the user industry, since the value 
of tlui knowhow is vit>' much greater 
tlu^n than when it is merely a laboratoiy 
pioto-typo or a hreadlioard modid. This 
piohlem will not arise, however, if all 
the projects are sponsored by industry. 
Some of the spokesmen of the laboi ato¬ 
nes told the c'onfeience that they are 
aveise to selling the knowhow O'.! an 
exclusive basis. Since the national Ja- 
boiatoiy i.s funded out of the public 
exchequer, it seems reasonable that 
their output should l>o available to all 
the public on equitable tenus. This at¬ 
titude is completely non-commercial, 
and however, and will not be accept¬ 
able to industry which is essentially 
profit-oriented. While the laboratory 
should not help to create monopolies in 
this country, it .should also be eoinmer- 
cial in spirit in tiansferring the know¬ 
how which can attract the industry to 
buy the laboi atory's knowhow'. Somt; 
participants'suggested that, for effective 
utilisation of knowhow generated, thcie 
must be An integraliVn ot all functions, 
right from R and D to inaiuifacturing 
and inaiketing. The example of the 
Departrnont of Atomic Energy was citetl 
and its success was attributed to this 
integration. Unfortunately, this is not 
possible in the ease of CSIR or other 
GovommeMt losearch agencies, because 
they work in many different technolo¬ 
gies. The DAE’s case is .somewhat pe¬ 
culiar and its success is not due only 
to this factor; one cannot therefore 
generalise from DAE^s experience. 

Invofa'ement op Educa'honal 

iNSTnXJTIONS 

'rh'e conference brought out anothei 
important factor which is respcr.islble 
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loi the growth of R and D. Several 
participanls emphasised that more and 
more R and D programmes should be 
sponsored on a contract basis at the 
IITs and the universities. Most of the 
research projects are now concentrated 
in the laboratories ihemsidves. We need 
to leani from the US experience, where 
the lederal contract research programme 
has been excrediugly successful, that, 
combining teaching, research and con¬ 
sultancy in one place encourages mu¬ 
tual growth of all these functions. If 
we isolate any of them, il is unlikely 
to benefit any one of them. 

R AND D JPOLIC'V 

Con.siderable time of the panel ses¬ 
sions was spent on R and D policy. 
The outcome was probably the most 
di.sappointing feature of the conference. 
S(*veral suggestions weic made, which 
sluw'.ed a lack of appreciation of the 
issues involved. Tht^ panel on R and D 
policy, Jfir example, wanti'd the ob- 
j<‘ctiv(' of science policy to Ik) “produc- 
hoii toi ]ilent\ in the shortest possible 
time . rills was lathcr comical, and re¬ 
vealing of tlie inability of members to 
peieeivc the perspective of issues in¬ 
volved. The panel neither identified the 
prioiities for R and J) at the national 
level, nor examined the organisation of 
tlx' apex body necessary lor fonnulating 
a viable science policy. There was the 
vague plea that, economic ministries 
should be repres<;nt<‘d in the Committee 
on Science ami Technology (COST). We 
shall examine these two issue.s. 

The national pla'o for scic'nce and 
leehnolngy should evolve fiom the eco¬ 
nomic plan wliich decides on sectoral 
giowth rates. Our Plan document does 
not dwt'll on the R and 1) needed in 
(Mch sectoi to ensme the specific growth 
rates. The entiie chapter on scientific 
lesearch in llu; lonirth I'lavi document 
takes up only four pages, and tliesc 
eoutain general ilesenptions with no 
analysis whatsoever being made to re¬ 
late R and D in each sector to the 
gross sectoral pnidncts. One would have 
imagined that this sectoral R and D 
would determined by: 

(a) the historical relationship of the 
sectoral R and D outlays to the 
gross sectoral products, 

(b) the desired rate of growth fci 
each sector, and 

(e) the pace of cliange of technolo¬ 
gy in each sector and^the likely 
productivity of R ancf D, etc. 

Such analysis would reveal the sec¬ 
toral requirements of R and D that 
a national allocation of R and D l^ud- 
get among the various sectors could be 
made. Had this approach been adopt- 
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tjtl, areas such as agriculture, nutrition, 
pt)pulation control, ecology, oceanogra¬ 
phy and water inaTiagcmcnt, which are 
critically iinpoitant for the counlrv aiitl 
which have the greatest pt)tential pro¬ 
ductivity among v.iiioiis R and D acti¬ 
vities, would not have been neglected. 
The i>ie.sent allocation of R and D 
among various soeloj.s is fur from de¬ 
sirable, and theic is too much empha¬ 
sis (T.t aicas uhi(h ai(‘ unlikcK to con- 
trilmU iimch to tlic national economy. 

Foi evanipJc, U and D outlay on 
atr)mic^ energy consists of 25 per cent 
of om nati(jr)al H and D budget (the 
single largest shau'), (hough even an 
(‘Icmentai> analysis would icveal that 
ariMs like population co'.)(rol, nutiitioii 
and wafei inanagemenl aic far more 
itnpoitant to the e<amtry' than the de- 
v('lopmenl ol aioniit energy. Such inis- 
placetl i)rioiiti(\s and misallocations as 
now exist, cun he eoncetetl only by an 
apex science body and by a inure intel¬ 
ligent in)litical leadt iship in the coun- 
tiy. 

The organisation of the apex body 
was iliscnsscd at length by various x^ai- 
ticipants. Many ot tlicni suggested that 
there has to Ix" a liiggei l)ody with ic- 
preseutatives from other sectors of the 
••conmny Some participants wanted 
only scientists in the })ody. Oiie can 
readily see that a science iJoIicy cannot 
b(! decided in isolation: it has a very 
close lelationship with other aspects of 
policy-making. While it is true that 
science c.m grow in a non-directivo en~ 
viromne^at in which the fieedorii of 
scientists to inquire, investigate and ex¬ 
plore is unFcttiTcd, this approach has 
to he within a (X'rtain framework to be 
decided at the national level. Moreover, 
in applied R and O, most projects have 
to Im mission-oriented and have to be 
tied to the economic targets of the Plan 
scliomes. Scic-ncc policy has therefore 
to be made by a lx)dy which consists 
not only of scientists but also of econo¬ 
mists, civil servants and other profes¬ 
sionals. Unfoitiinately, many scientists 
who .spoke at the conference felt that 
only scientists should he members of 
the apex ])ody. This is not desirable 
a^^ul a balance has to bo achieved 
among the various interests in the in¬ 
novation chain — ranging from R and D 
to final consumption in the constitution 
ol the apex body. Moreover, the apex 
body without a compettnt secretariat 
can achieve pretty little. The present 
secretariat of COST i.s very inadexjuate 
in thi^ regard and, correspondingly, the 
resiifts that COST has achieved so far 
have been inconsequential. 

Another aspect which none of the par¬ 


ticipants touched upon is the role of 
Parliameut in the shaping pf science 
policy. In the Indian Constitution the 
legislature enjoy.s a supreme place in 
policy-making. Unfortunately, because 
of the quality of our parliamentarians 
Parliament is unable to make any mean¬ 
ingful contribution to policy-making on 
various national issues. It would be 
useful for us to adopt the British ,sy.s- 
tein, to constitute a Select Committee 
for Science and Technology for the du- 
lation of each Parliament. This c<jm- 
niittec could specialise in matters of 
science ivnd technology and in the gene¬ 
ration and utilisation of knowledge, and 
could conduct public hearings if neces¬ 
sary. To be really effective, the com* 
mitRnj must have a competent secreta- 
liat ol its own, distinct from the I./)k 
Subha secretariat. Such pride of place 
for the legislature is vital as the ex¬ 
ecutive in our country is exercising all 
tJie powers in shaping as well as im- 
plenx-iting science policy. The social 
iclevance ol our science and technolo¬ 
gy effort can he established only by 
f’arliamcnt. And \vc must hope that 
Parliament assumes a more constructive 
role in the making of the Indian Science 
Policy 

Conclusion 

Abnaram had stated in his Jagdish 
Chaneba Bose memorial lecture that 
“we must aim at excellence in relevant 
fields and not be busy in establishing 
iclcvance of (jxcclleijt fields". This ob- 
scivation aptly describes the predica¬ 
ment of Indian science. The conference 
arranged by ICICI brought out some of 
the dilemmas very clearly. The credit 
h^r this must go to Pbiroze Medhora 
uiid bih trusted lieutenants at ICICI. 
The c(xiference focused admirably on 
the identity crisis faced by Indian R and 
D. Now is the time for policy-makers, 
scientists, engineers, consultants, ma¬ 
nagers and entrepreneurs to look deep¬ 
ly at the problems brought out at the 
conference. The ineffectiveness of 
GOST, the doubts in the minds of 
policy-makers, the lack of perspective 
(regarding the interrelations between 
science and economic growth) of the 
planners, the frustration of scientists, 
the disappointment of industrialists, the 
apathy of the public, the indifference 
of parliamentarians have resulted In the 
shattering of Jawaharlal Neimi's dreaid 
that, science and tedhnology would 
serve a major tool of development In 
tfiis country. We have spent a great 
deal of money over ^e past 25 years 
on R and D, have buflt a vary dlmsi- 
fied infrastructure, and have jtrafned $ 


lot of competent personnel. But the 
productivity of Indian science has beOn 
extremely low. 

In psychology, one comes across the 
concept of ‘industry crisis' experienced* 
by human beings, signifying the loss of 
self-identification or self-image. R and 
D in India, being a social organism, 
seems in a similar way just before the 
stage of adolescent sense of shame and 
doubt. In the next few year.s, it jvill 
face a full identity crisis; for, the social 
milieu will offer R and D neither a 
convincing role in national development 
nor specific hopes. This moratorium will 
allow R and D to reorient and change 
its self-image by assimilating wider 
identities from t^ .surrounding culture. 
This process to make science and tech¬ 
nology an effective tool of development 
can be .speeded up only if an extensive 
internal search arid learning process 
goes on among all persons involved in 
the innovation chain of science and 
techiKilogy. 


Data Processing Facilities 
THE Tenth Session of the Conference 
of Asian Statisticians urged countrie.s 
of the region to allocate adequate 
funds for statistics development and re¬ 
commended the strengthening of data 
processing facilities., The Conference 
was conducted jointly by the United 
Nations Economic Commission for Asia 
and the Far East (ECAFE) and the 
Statistical Office of the United Nations 
in co-operation with the Government 
of Malaysia. 

In its review of statistics in the 
ECAFE region, the Conference stated 
that the pace of development of 
statistics has been inadequate 
the expected demand for statistical ser¬ 
vices and the expected production of 
statistics in the Second United Nations 
Development Decade (1971-1980). It 
reemnmended, in particular, the 
strengthening of data processing facili- 
^ in order to cqpe with the expected 
increase in workload arising from this 
anticipKled expansion in statistical acti¬ 
vities. The Conference felt concern at 
the shortage of adequately trained 
statistical and data processiiig staff and 
at their Jarge turnover in some coun¬ 
tries. It, therefore, called for an ade¬ 
quate expansion of facilities fqr statisti¬ 
cal educatmn and training including 
trainiAg In data processing, computer 
pwgwming, and systems analysis 
through scholarships and fellowships for 
Gaining abinad and locally and tbmugh 
institute aeadesnic and professional 
courses in universities. 



Uncompromising Hostility to Whom ? 

S Chattopadhyay 


THE observation made by Ashok 
«Rudra on the recent political develop¬ 
ments in West Bengal is quite confus¬ 
ing ("Murderers Take Over", November 
28. 1970, p 1913). He holds that the 
Naxalite path is one of total, uncom¬ 
promising, hostility towards the entire 
social system. But a glance at the 
latest phase of Naxalite movement 
would glaringly reveal that gangster 
methods and individual or squad ter¬ 
roristic actions of the Naxalites, and 
their free use of all sorts of lumpen 
elements in murders and attacks, in¬ 
stead of rousing the masses against the 
oppressive and exploiting social order, 
have created a very favourable situa¬ 
tion for those who denounce every 
workers* and peasants* struggle as 
endangering “law and order**. It is the 
Counter-revolutionary forces, the stou¬ 
test defenders of the present oppres¬ 
sive social system that have been gain¬ 
ing by the infantile Naxalite activity' of 
bomb attacks on schools, colleges, 
libraries and statues of great men like 
Vidyasagar and Rabindranath, killing 
of students, youths, kisan and trade 
union workers, assassination of police¬ 
men and civilian officiaR, but not the 
revolutionary fo^^es that stand for a 
total, uncompromising hostility towards 
the ruling classes. The poisonous 
fruits of the Naxalite activities are al¬ 
ready being tasted by the democratic 
revolutionary movement in West 
Bengal. The Government has found 
excuses to empower itself with more 
and more draconic laws of oppression 
and suppression. The anarchic and 
* terroristic activities of the Naxalites 
have provided an alibi to the Govern¬ 
ment for the latest fascist order to the 
police to shoot at sight. Such is the 
yeoman’s service rendered to the 
counter-revolution by the uncompro¬ 
mising Naxalite revolutionaries! 

' Again, Ashok Rudra’s formulation 
of two alternatives is misleading. Ac¬ 
cording to this formulation, the first 
is the path of class collaboration, of 
strategic subservience to the ruling 
bourgeoisie. The second path is one 
of total uncompromising hostility to¬ 
wards the entire social system, that is, 
total, uncompromising hostility, not 
only towards the ruling classes but 
also against all other exploiting classes 
of the society. This line is dearly 
opposed tp ManSst-Leninist priodples. 
The stage of revolution in any 


country and the basic tasks facing it 
not only determine the nature of the 
revolution but also the role of the 
different classes in the struggle to 
achieve it. The present stage of the 
Indian revolution demands the imme¬ 
diate fulfilment of three basic tasks. 
7’he first is the complete abolition of 
feudal and semi-feudal landlordism 
and carrying out of radical agrarian 
reforms so as to sweep away all rem¬ 
nants of feudal and semi-feudal fetters 
on our production forces in agricul¬ 
ture as well as industry. The second 
task is the total eradication of foreign 
monopoly capital from our national 
economy. With these is also related the 
task of breaking the power of Indian 
monopoly capital. 

These basic and fundamental tasks 
of the revolution cannot be carried 
out through class collaboration and 
strategic subsei-vience to the ruling 
bourgeoisie. What is required is deter¬ 
mined opposition to and struggle 
against those classes who occupy the 
leading position in the state power. 
The adherents of Marxist-Leninist 
principles should not forget that while 
pui suing the line of determined 
opposition to and struggle against the 
ruling classes, tactically it would be 
wrong to follow the path of total, un¬ 
compromising hostility towards the 
other exploiting classes who can be 
brought into the democratic front of 
the Indian revolution and retained as 
allies, till the completion of the revo¬ 
lution. No doubt these classes may 
be very much vacillating and unreli¬ 
able; yet uncompromising hostility 
towards them would lead the Marxist 
revolutionaries to a blind alley of 
strategy. 

The struggle to realise the aims of 
the Indian revolution as stated above 
IS a complicated and protracted one. 
While keeping before the people the 
task of dislodging the present ruling 
classes, the political parties professing 
Marxism should utilise all the oppor¬ 
tunities of bringing into existence 
governments which can give a fillip to 
the revolutionary movement of the 
working people. The UF Governments 
in West Bengal and Kerala served as 
instruments of struggle in the hands 
of people. As a result powerful mili¬ 
tant struggles of agricultural labourers, 
peasant and industrial workers have 
developed in those two States. Millions 


of peasants and agricultural workers 
have unleashed a powerful struggle for 
occupation of surras and beoami 
lands of landlords and Government 
fallow land. The working class move¬ 
ment has also been greatly intensified 
in West Bengal. Despite the brutal 
repression by the hated State police 
and even more hated CRP after the 
dislodgment of the second UF Govern¬ 
ment in West Bengal, the struggles of 
the workers and peasants have ad- 
vancc'tl further in this State. The suc¬ 
cess of the peasants in their current 
struggle for harvest and the jute 
workers* general strike are two exam¬ 
ples of the great advances in the re¬ 
volutionary movements of the workers 
and peasants. These movements have 
I)een rapidly spreading to Rajasthan, 
Maharashtra, Tamil Nadu, Punjab, 
Bihar and practically lo the whole of 
the country. These struggles have ad¬ 
vanced not along Ashok Ri^dra's first 
path but on the basis of Marxist- 
Liiiinist conccx)tion of class struggle, 
of total, uncompromising, hostility to¬ 
wards the ruling classes. It is not sur¬ 
prising that the rapid intensification of 
class struggle has brought about some 
changes in the political alignment. 
Some parties who hitherto stood 
against the ruling classes, have now 
started supporting them. These chan¬ 
ges in political alignment would fail 
to undermine the future growth and 
advance of revolutionary class struggle. 
And it is sure that there is the least 
possibility for the revolutionary forces 
to enter into the blind alley of 
strategy. 


Contributions to IAEA 

FIFTY-TWO member states of tlie 
International Atomic Energy Agency 
(IAEA) had pledged a total of 
$1,191,126 a.-* voluntary contributions 

to (he General Fund for the coming 
year. This fund is used to finance the 
IAEA programme of technical assist¬ 
ance- The new target for these con¬ 
tributions is now $2.5 million, against 
last year s target of $ 2 milUon, and the 
amount now pledged was about the 
same percentage to target as tho 
amount pledged by the end .of last 
years General Conference, though the 
number of countries now was only 52 
as against 57. The total figure so far 
pledged .seems to be encouDaging par- 
b'cularly because several members are 
not yet in a position to announce their 
contributions for the next year. 
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Bank df Barova 

Balance Sheet as at Slst December, 1969 



CAPITAL AND LIABILITIES 

Rs. P. 

Rs. P. 

1. 

Capital 

Paid-up Capital (Wholly owned by the Central Government) 


2,50,00,000.00 

%. 

Reaenre Fund and Other Reserves : 




Reserve Fund under Section 17 of the Banking Regulation Act, 1949 including Share 
premium R$. 94,63,760.00 

3,43,51,755.04 

* 


Development Rebate 

1,72,750.00 

'3,45.24,505.04 

3. 

Deposits and Other Accounts; 

Fixed Deposits (Including employees’ security deposits Rs. 18,64,786.70) 

197,35,97,452.34 



Savings Bank Deposits 

90,65,40,544.36 



Current Accounts, Contingency Accounts, etc. 

66.89,96,425.75 

354,91.34,422.45 

4. 

Borrowings from Other Banking Companies, Agents, etc.: 




(i) in India 

(Includes an amount of Rs. 8,17,19,553.53 borrowed from the Industrial Develop¬ 
ment Bank of India and Rs. 1,01,080.00 borrowed from the Agricultural Refinance 
Corporation) 

23,99,20,633.53 



(ii) outside India 

11,33,m. 51 

,-24,10,54.619.04 


Particulars : 




(i) Secured: 




(a) by part of Investments and Bills per contra 

8,65,10,452.75 



(6) under the Refinance Scheme of the Industrial Development Bank of India vide 

5 .1 .(i) per contra 

7,68,53,167.00 



(e) under the Refinance Scheme of the Agricultural Refinance Corporation 

1,01,080.00 



(ii) Unsecured: 




{a) under the Retinance Scheme of the Industrial Development Bank of India vide 
5.1 (j)per contra 

48,66,386.53 



(6) Others 

7,27,23,532.76 


5. 

Bins Payable 


4,46,35,794.91 

6. 

Bills for CoUeetkm being Bills Receivable as per contra: 




(i) payable in India 

18,10,97.091.89 



(ii) payable outside India 

9,00,82,146,55 

27.11,79.238,44 


CdrrMOver 


416«35,2S,579.88 





tttittlc of 

Balance Slieet as at Slst December, 1969 

PROnBRTY AND ASSETS 

1. Cash: 

In hand and with Reserve Bank and State Bank of India (including foreign currency notes) 


Rs. 


P. 


27,08,44,810.79 


2. BaUmcee with Other Banka : 

(i) in India on Current Account 

(ii) outside India on Current Account 
(ill) outside India on Deposit Account 

3. Money at Call and Short Notice 


43,30,391.26 

1,76,49.166.47 

9,19,21.368.07 


11,39,00,925,80 

8,75,54.398.62 


4. Investments at Market Value: 

(i) Securities of the Central and State Governments and other Trustee Securities 
Treasury Bills of Central Government 

(ii) Shares : 

(a) Fully Paid Preference Shares 
ib) Fully Paid Ordinary Shares 

(c) Partly Paid Preference Shares 

(d) Partly Paid Ordinary Shares 

(iii) Debentures or Bonds 

(iv) Othei^vestments : 

(d) Foreign Government Loans and Treasury Bills and other Trustee Securities 
ib) Fully Paid Ordinary Shares (foreign) 

(v) Gold 


97,78.55.762.06 

Nil 

35.32,428.00 

1,34,02,930.70 

45,72,170.00 

1,81,49,659.00 

5,68,31,146.50 

1,02,090.00 

Nil 

- 107,44.46,186.26 


5. Advances: 

(Other than bad and doubtful debts for which provision has been made to the satisfaction 
of the Auditors) 


I. Loans, Cash Credits, Overdrafts, etc. : 

(i) in India 

(includes an amount of Rs. 8,17,19,553.53 relating to med¬ 
ium-term advances in respect of which finance has been 
obtained from the Industnal Development Bank of India 
and Rs. 1,01,080.00 obtained from uie Agricultural Refi¬ 
nance Corporation as per contra) 

(ii) outside India 

II. Bills Oisepuated and Purchased (excluding Treasury Bills of 
the Central and State Governments) 

(i) payable in India 

<ii> payable outside India 


Rs. P. 
173,87,97,861.19 


16.06,32,744.19 

- 189,94,30,605.38 


27,54,81,796.89 

16,32,36.063.56 


43,87,17,860.45 * 

- 233,81,48,465.83 


Carried Over 


388 . 48 , 94 . 732-30 




January 2, 1971 


ECONOMIC AND FOOtl^ 


CAPITAL AND LIABIUTIES — 


Brought Forward 


7. Other Liabiyties 

includingRs. p. 

(a) Branch Adjustments 4,36,79,598.99 

(b) Net amount realised to date in respect of assets under collec¬ 

tion of the former New Citizen Bank of India Ltd. : 

(i) in India 4,91,377.85 

(it) in Pakistan pending repatriation 4,919.80 

8. Acceptances, Endorsements and Other Obligations per contra 

9. Assigned Capital under Banking Act of Kenya (East Africa) per contra 
10. Profit and Loss : 

Balance of Profit earned forward from 1968 
Add: Profit for the period 1-1-1969 to 18-7-1969 


Less : Amount transferred to Reserve Fund under Section 17 of the Banking Regulation 
Act. 1949 



416,55,28,579.88 

11,15,09;691.63 


22,47.03,434.65 

63,00,000.00 


62,908.80 

21,85,086.24 

22,47,995.04 


22,47,995.04 


Profit for the period from 19-7-1969 to 31-12-1969 as per Profit and Loss Account 34,31,792.28 

Less: Amount transferred to Reserve Fund under Section 17 of the Banking Regulation 

Act, 1949 7,00,000.00 

Balance bei^ amount to be transferred to Government in terms of Section 10 (7) of the 
Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970 


11. Contingent Liahilltica: 

(i) On partly paid shares of Joint Stock Companies 

(ii) Claims against the banking company not acknowledged as debts 

(iii) Money for which the banking company is contingently liable 
(including Rs. 8,50,102.75 for guarantees given on behalf of the 
directors and the officers of the Bank) 

(iv) Liabilities on Bills of Exchange re-discounted 

(v) Liability on account of outstanding Forward Exchange Con¬ 
tracts for purchases and sales ; 


Rs. P. 
45,91.700.00 
22.56.977.80 


directors and the officers of the Bank) 71,63,09,881.05 

(iv) Liabilities on Bills of Exchange re-discounted 4,51,55,330.64 

(v) Liability on account of outstanding Forward Exchange Con¬ 
tracts for purchases and sales P 14,76,66,384.53 

S 19,15,86,064.40 

Note: (1) No provision has been made for future gratuities to the staflf in the accounts, the 
liability for which has not been ascertained. 

(2) No returns have been received from Narayangucu branch (East Pakistan). The 
latest available returns relating to the 30th June, 1965 have been incoipOTated in 
the accounts. 

(3) No credit has been taken for the estimated appreciation of Rs. 25,12,516.00 in the 
value of the Kampala Property transferred to the ^nk of Baroda (Uganda) Ltd., 
on 1-11-1969. Appreciation will be credited when actually realised by receipt of 
remittance from Uganda. 


27,31,792.28 


451,07,73,498.44 


S. J. Asu>r 




sauniant 


M. G. Paiukib 
Custodian 


B. Chatuhvedi 

D. K. Dvai 

H. A. MbuTE 

C* D. Daiby 

M. K yetmxMmAUM 


tHeutars 
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PROPERTY AND ASSEIS-(Con/</.} 

Rs. P. 

Rs. P. 

Brought Forward 

5» AAnaem^Contd, 


388,48,94.787.30 

Particolafi of Admices: 



(0 Debts considered good In respect of which the banking company Is hilly 
secured 

185,97,72,480.98 


(ii) Debts considered good for which the banking company holds no other 
secu^ty than the debtors* personal security including advances under joint 
and several pronotes 

11,11,27,852.89 


(iii) Debts considered good secured by the i>ersonal liabilities of one or more par¬ 
ties in addition to the personal securities of the debtors 

36,72,48.131.96 


(iv) Debts considered doubtful or bad, not provided for 

Nil 


• 

233,81,48.465.83 


(v) Debts due by directors or ofheers of the banking company or any of 
diem either severally or jointly with any other persons 

24.42.146.05 


(vi) Debts due by companies or firms in which the directors of the banking com¬ 
pany are interested as directors, partners or managing agents or, in the case 
of private companies, as members 

\ 

(vii) Maximum total amount ofadvances, including temporary advances made at 
any time during the period to directors or managers or officers of the bank¬ 
ing company or any of them either severally or jointly with any other per¬ 
sons 

Nil 


24,42,146.05 


(viii) Maximum total amount of advances, including temporary advances granted 
during the period to the companies or firms in which the directors of 
the banking company are interested as directors, partners or managing agents 
or, in the case of private companies, as members 

Nil 


(ix) Due from banking companies 

28,73,127.53 


6. BUb Receivable being Biib for Collection as per ro/t/ra 



(i) payable in India 

18,10.97.091.89 


(10 payable outside India 

9,00.82.146.55 

27,11,79,238.44 

7* ConsCItMAts* Liabilities for Acceptances, Endorsements and Other Obligations per 
oontra 


22.47,03.434.65 

8t Adoobt SiBritted towards Assigned Capital under Banking Act of Kenya (East 
AMcm) pet e^^ntra 


63,00,000.00 

Carried Over 


438.70,77,4^.39 


January 2, 1071 


BOG^MIC AN!> POLITIPAL WEEKliY 

i 

PROPERTY AND ASSETS—(a?/f/</.) Rs. P. Rs. 


Brought Forwartl 

9. Premises Less Depreciatioii: 

Cost as on 31st December, 1968 

Add: Additions during the period 1-1-1969 to 18-7-1969 
Less: Deductions during the period 1-1-1969 to 18-7-1969 

Less : Depreciation written offupto 18-7-1969 

Written down value as at 18-7-1969 

Add: Additions during the period 19-7-1969 to 31-12-1969 

Less : Deductions during the period 19-7-1969 to 31-12-1969 

Less : Depreciation written off for the period 19-7-1969 to 31-12-1969 

10. Furniture and Fixtures Leas Depreciation : 

Cost as on 31st December, 1968 

Add: Additions during the period 1-1-1969 to 18-7-1969 

Less : Deductions during the period 1-1-1969 to 18-7-1969 

Less : Depreciation written offupto 18-7-1969 

Written down value as at 18-7-1969 

Add: Additions during the period 19-7-1969 to 31-12-1969 

Less : Deductions during the period 19-7-1969 to 31-12-1969 

Less: Depreciation written off for the period 19-7-1969 to 31-12-1969 

11. Other Assets : 

(i) Shares of Bank of Baroda (U.K.) Nominees Ltd. (Subsidiary) 

(ii) Shares of Bank of Baroda (Uganda) Ltd. (Subsidiary) 

(iii) Application Money for Shares of Bank of Baroda (Uganda) Ltd, (Subsidiary) 

(iv) Interest accrued on Investments 

(v) Other accrued income 

(vi) Stamps and Stationery 

(vii) Amount recoverable in cash or kind 
(viii) Clearing Adjustments 

(ix) Advance Payment of Income Tax 

(x) Amount due from Bank of Baroda (Uganda) Ltd. (Subsidiary) 

(xi) Silver 


3,23,52,994.53 

54,32,347.60 

3,77,85,342.13 


3,77,85,342.13 

50,38,761.74 

3,27,46,580.39 

39.85,458.18 

3,67,32,038.57 

15,60,969.79 

3,51,71,068.78 

4,64,246.35 


438,70,77,460.39 


3,47,06.822.43 


3,15,45,030.86 

34,15,598.20 

3,49,60,629.06 

1,17,660.91 

3.48,42,968.15 

1.53,98,985.95 

1,94.43.982.20 

28,07,962.48 

2,22,51,944.68 

3,08.935.88 

2,19,43,008.80 

14,27,907.22 

- 2,05,15,101.58 


1,334.49 
42.00 
2,10,00,412.03 
1,43,37,391.03 
55,68,591.63 
49,24,013.40 
1,02,83,839.72 
53,50,778.34 
59,64,750.00 
10,42.961.40 
Nil 

Total 


6,84,74,114.04 

451,07,73,49144 


B. CHATURVeOI 
D. K. Desai 
H. A. Mohite 

C. D. Datby 

M. Km VaKKATACHALAM 


S. J. Aslot 
Ckiet A/ccotmtant 


M. G. Parikh 
Custodian 


y J>ireett>rs 





G^nk uf; fiarodia 

Profit and Loss Account for the Period from 19th July, 1969 

to 31st December, 1969 



EXPENDITURE 

Rs. P. 

1. 

Interest paid on deposits, borro>\iiigs, etc. 

6.36,72,382.35 

2, 

Slalaries and Allowances and Provident Fund, etc. 

3,73,80,457.30 

3, 

Directors* and Local Committee members* fees and allowances 

Nil 

4. 

Rent, Taxes, Insurance, Lighting, etc. 

47,83,056.79 

5. 

Law Charges 

43.758.M 

6. 

Postages, Telegrams and Stamps 

18,48,177.02 

7. 

Auditors* f’ces 

2,81.286.83 

8. 

Depreciation on and repairs to the banking company's property 

19,17,884.66 

9. 

Stationery, Printing, Advertisement, etc. 

27,10,970.20 

10. 

Loss from sale of or dealing with non-banking assets 

2,110.17 

11. 

Other Expenditure 

32,94,833.76 

12. 

Balance of Profit 

34,31,792.28 


Total 

11,93.71,710.22 

Note 

•; Particulars of remuneration relating to the Custodian paid or provided for during the period. 


1. 

Salary 

32,516.10 

2. 

Allowance (entertainment) 

2,709.70 

3. 

Sitting Fees 

NU 

4. 

Bonus V * 

Bank's contnbution to Provident Fund 

Nil 

5. 

2,709.70 

6. 

Payment by way of gratuities, pensions or otherwise in excess of the Bank’s contribution and in¬ 
terest thereon 

Nil 

7. 

Medical Insurance Premium 

500.00 

8. 

The monetary value of aQ> other bcucdls or perquisites (calculated in accordance with income-tax 
rules) 

5,753.00 


Total 

44,188.30 

INCOME (Less Provision made during the period for bad and doubtful debts and other usual or neces¬ 
sary provisions) 

Rs. P. 

1. 

Interest and Discount 

10.07,41,475.92 

2. 

Commission, Exchange and Brokerage 

1,84,30,552.62 

3. 

Rents 

1,99,681.68 

4. 

Net profit on sale of investments, gold and silver, land, premises and other assets 

Nil 

• 5. 

Net profit on revaluation of investments, gold and silver, land, premises and othCi assets 

Nil 

6. 

Income from non-banking assets and profit from sale of or dealing with such assets 

Nil 

7. 

Other receipts 

Nil 


Total 

11,93,71,710.22 


Bombay, * 

' S. J. Aslot 

M. O. Paiukh 

B. Chaturvedi 

D. K. DfiSAi 

H. A. MoHfTB 


^ Directors 

25tit Nowmbtt, WO. 

cut/ Aeeountant 

Custodian 

C. D. Dairy 

1 





M. K. Vrkratachalam 

1 

j 

1 

1 






Bank of Baroda 

Report of the Auditors 

To 

Th& President of India : 

1. We have audited the foregoing Balance Sheet of Bank of Baroda as of 31st December, 1969 and also the foregoing Profit 
& Loss Account of the Bank for the period 19th July, 1969 to the 31st December, 1969, in which are incorporated the returns of 81 
Branches audited by us, 104 Branches audited by other auditors and the unaudited returns in respect of 244 Branches not visited by 
us, for the exclusion of which Branches from audit, concurrence of the Reserve Bank of India was obtained. 

2. The Balance Sheet and Profit and Loss Account have been drawn up in forms *A’ and *B* respectively of the TThird Schedule 
of the Banking Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the case of 

ing companies prior to nationalisation by virtue of the provisions of the said Act as read with the related provisions of the CSompa* 
nies Act, 1956. Subject to the limitations of such disclosure and on the basis of the audit indicated in the mst paragraph, we report 
that 

(a) In our opinion and to the best of our information and the explanations given to us and as shown by the books of the Bank :— 

(i) The Balance Sheet read with the notes thereon is a full and fair Balance Sheet containing the necessary particulars and 
it is properly drawn up so as to exhibit a true and fair view of the affairs of the Bank as at 31st December, 1969; 

(ii) the Profit and Loss Account read with the notes thereon shows a true balance of profit for the period covered by the 
Account; 

(b) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the 
purposes of our audit and have found them to be satisfactory; 

(c) The transactions of the Back which have come to our notice have been within the powers of the Bank; 

(</) The returns received from the officers and branches of the Bank have been found adequate for the purposes of our audit. 


Bombay, 

Dated 28th December, 1970 


K. S. AIYAR 4& CO. 

Chartered Accountants 


N. M. RAIJI & CO. 
Chartered Accountants 


M. P. CHITALE & CO, 
Chartered Accountants 


The Bank of Baroda (U.K.) Nominees Limited, London 

Balance Sheet as at Slst December, 1969 


1969 1968 


Share Capital-- 

Authorised, issued and fully paid Ordinary shares of £1 each £ 100 £ 100 

Represented by— 

Cash at Bank £ 100 £ 100 


R. C. Shah Director 

M. A. Barretto Director 


Notes to the Accounts 

1. The company has had no income from the date of incoiporation to date; all expenses have been paid by the parent company. 

•f' 

2. The Company’s ultimate parent is Bank of Baroda, incoiporated in India. 


Report of the Auditors to die Members of The Bank of Baroda (UX) Nominees lid. 

We have examined the accounts set out above which in our (minion give a true and fair view of the state of affairs at 31st 
Decembe*, 1969, and coinply with the Companies Acts 1948 and 1961 


St. Ma^ Axe House, 

seif .., St. Maiy Axe. SPICER AND PEGLER 

LONDON. E.C. 3. 

Dated J6th January, 1970. Ck»$erod Aeetmtanis 





Rs. R 

1. Interest and Discount 11,76,50,430.32 

2. Commission, Exchange and Brokerage 1,70,21,396.18 

3. Rents 3,20,604.89 

4. Net Profit on sale of investments, gold and silver, land, premises and other assets Nil 

5. Net profit on revaluation of investments, gold and silver, land, premises and other assets Nil 

6. Income from non>banking assets and profit from sale of or dealing with such assets 3,606.96 

7. Other Receipts 3,464.12 

Total 13,49^99.502.47 





Bombay, 

Dated 14th December, 1970. 


S. J. Aslot 
Chief Accountant 


M. G. Pariich 
Custodian 


Directors 
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Bank of Baroda (U) Limited, P.O, Box 7197, Kampala (tJgmida) 

(Incorporated in Uganda on 1st November, 1969 under Companies Act, 1958) 

Balance Sheet as at Slst December, 1969 



U. Shs. Cts. 

U. Shs. Cts. 

Indian Rs. 

Indian Rs. 

CURRENT ASSETS : 

Cash and Balance willi Other Bankers, Call and Shoit 

INVESTMENTS (At cost) 


36,206,979.20 


38,017,328.15 

Uganda Government Stock (Market Value 

U. Shs. 9,029,500) 


9,182,500.00 


9,641,625 .'*00 

ADVANCES : 





Advances. Loans, Foreign and Local Bills purchased, 

Bills discounted 


36,264,483.55 


/ 38,077,707.65 

CONSTITUENTS’ LIABILITIES FOR ENGAGEMENT 
(As per contra) 


21,188,311.25 


22,247,726.80 

OTHER ASSETS : 

Stamps, Stationery, and amounts receivable 

Branch Adjustment Account 

FIXED ASSETS : 

451,174.75 

211,279.80 

662,454.55 

473,733.50 

221,843.90 

695,577.40 

Premises, Furniture and Fixture (At co'it less Dcpiccia- 
tion on Furniture and Fixture) 


5,667,313.45 


5,950.679.10 



109.172,042 00 


114,630,644.10 

REPRESENTED BY : 





CURRENT LIABILITIES, PROVISIONS AND 

OTHER ACCOUM S ; 





DOPOSITS and OTHtR AC COUNTS *. 

Fixed Deposits 

Savings Bank Depc^sits 

Current Accounts, Contingency Accounts, etc. 

13,145,024.40 

31,732,444.20 

19.567,476.60 

64,444,945.20 

13,802,275.60 

33.319,066.40 

20,545,J50.45 

67,667,192.45 

OTHER LIABlLlTIFii : 





Amounts due to Parent Company 

Bills and Drafts payable 

3,090,684.10 

285,655.95 

3,376,340.05 

21,188,311.25 

3,245,218.30 

299,938.75 

3,545,157.05 

22,247,726.80 

Bills for collection being Bills Receivable (As per contra) 
Engagements on behalf of the customers (As per contra) 

17,753,641.75 

3,434,669.50 

18,641,323.85 

3,606,402.95 

CAPITAL AND RESERVES : 

SHARE CAPITAL : 





Authorised : 

1,(X)0,000 Shares of Shs. 20 each 

20,000,000.00 


21,000,000.00 


Issued and Paid-up 

2 Shares of Shs. 20 each 

Shares Application Money 

40.00 

19,999,960.00 


42.00 

20,999,958.00 


RESERVE FUND AND OTHER RESERVES : 

20,000,000.00 


21,000,000.00 


Statutory Fund under Banking Act 1969 32,489.10 

Balance of Profit and Loss Account 129,956.40 

162,445.50 

20,162,445.50 

34,113.55 

136,454.25 

21,170,567.80 



109,172,042.00 


114,630,644.10 






Note : Rate of Exchange U. Sh. 1 — Rs. 1.05 

Signatories were directors before 1st May, 1970. 

As per our report attached 

PATEL, SHAH & JOSHl 

31 St August, 1970 Chartered Accountants 


Certifled correct. 

Bank of Baroda (U) Ltd. 

N. A. ParikhI 

N. B, D^t i Directors 

A. G. DaSAi [ 

S, C. Shah J 
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Bank of Baroda (U) Limited, P.O. Box 7197, Kampala (Uganda) 

(Incorporated in Uganda on 1st November, 1969 under Companies Act, 1958) 

Profit and Loss Account for the Period from 1st November, 1969 

to 31st December, 1969 



U.Shs.Cts. 

U.Shs.Cts. 

Indian Rs. 

Indian Rs. 

Interest paid on Deposit Account 


230,110.15 


241,615.70 

Salaries, Allowances and Staff Welfare : 

Directors 

Staff 

18,207.60 

247,331.45 

265,539.05 

52,000.45 

12,870.70 

3,750.00 

15,103.55 

29.45 

138,763.00 

32,489.10 

182,932.05 

129,956.40 

19,117.95 

259,698.00 

278,815.95 

54.600.50 

13,514.20 

3,937.50 

15,858.70 

30.90 

145,701.15 

34,113.55 

192,078.70 

136,454.25 

Rent, Taxes, Insurance and Lighting 

Postages, Telegrams and Stamps 

Auditor’s Fees . 

Stationery, Prinimg and Advertisement 

Repairs and Upkeep to Bank's Propcity 

Other Expenditure including Depreciation 

Statutory Reserve 

Reserve for Corporation Tax 

Net Front 





1,063,543.90 


1,116,721.10 




Ug.Shs.Cts. 

Indian Rs. 

Interest and Discounts 

Commission, Exchange and Brokerage 
- - Rent Income 

Other Income 



818,802.60 

196,867.70 

47,391.10 

482.50 

859,742.75 

206.711.10 

49,760.65 

506.60 




1,063,543.90 

1,116,721.10 


Notes attached to and forming part of Balance Sheet as at 31-12*69 

(1) AU Assets ani Liabilities of Biak of BaroJa as on 31st O^tob^r 1969 have been taken over at Book Value by this Bank on in¬ 
corporation. • 

(2) Market Value Investments (Ugin Ja Oovormi3at Stock) have been shown at U. Shs. 9,029,500 (Indian Rs. 9,480,975). Ade¬ 

quate provision for Depreciation in value of Investments has been made during the period. 

(3) Bank’s liability against issue of Guarantee on behalf of their customsrs amounted to U. Shs. 673,051 (Indian Rs. 706,703/55) 
which includes ameunt of guarantee given for OSScers and Directors of the Bank in U. Shs. 109,500 (Indian Rs. 114^975) to Ugan¬ 
da Immigration Department 

(4) Some of the Assets of the Bank are still in old names of the Bank (i.e. Bank of Baroda Limited, and/or Bank of Baroda). 

(5) Current Assets and Current I labilities in Foreign Currency have been shown in Books at the approximate rate of B>cchange rul¬ 
ing during the period. 

(6) Fixed Assets : 

(<•) Prenf/’jffs-^Plot Mo. 18, Kampala Road and Allidtna Visram Street, Kam^cala have been taken by this Bank from Bank of 
Baroda at Book Value as on 31st October 1969; 

(6) FurtUtitre A Furniture A Fixtures of Bank of Baroda have been taken over by this Bank at cost as on 31st October 

1969 less depreciation as provided in the books. Any Q 2 W addition or sale during the period have been accounted for at 
cost less amounts written off as depreciation. 

(7) Secnnties in respect of advances are in the name of Bank of Baroda Limited, and/or Bank of Baroda, awaiting transfers to this 
Cocopaiiy. 

• .Report of the Auditors to the Members of Bank of Baroda (U) Ltd., 

Kampala (Uganda) 

We have audited the attached Balance Sheet of Bjnk of Bvoix {Uganda) Ltd,, as at 31st December 1969, and also the attached Profit 
and Loss Aooount for the period ended on that date and have to report as under 

(h) We have obtained all the information and explanation which to the best of our knowledge and belief were necessary for the piif* 
pose of our audit and have found them to be satisfhetofy; 

(6)J In our opinion. Proper Books of Accounts, as required by Companies Act 1958 have been kept so far as appears from examina¬ 
tion of those books and proper returns adequate for the purpose of our audit have been received from Branches ; 

(e) The Balance Sheet and Profit A Loss Account, dealt with in this report are in agreement with the Books of Accounto and the 
returns (torn Branches of the Bank; 

(d) In our opinion, and to the best of our information and according to the exolanation given to ns the said accounts together with 
notes thereon give the information required by the Company's Act 1958 and; 

(/) The Bahmoe Sheet gives a true and fair view of the state of affairs of the Bank as on 31st December 1969, and 
ffO Profltand Lois Account gives a true and fair view of profit for the period ended upon that date. 

PATEL, SHAH A JOSHI 
Chartered Accountqn/s 

Kampala, 

Derted Bist Aagtrst, i970. 



FROM THE CHAIR 


Rural Electrification Corporation 

Statement of the Chairman, Shri B Venkatappiah 


THE foliowing is the Statement of tlie 
Chainnan, Shri B Venkatappiah, at 
tho 1st Annual Gcneial Meeting of 
tJie Shareholders hold in New Delhi 
on Doceinlier 26, 1670. 

GeNTT-HMEN 

U gives me gie.il iileasiir<‘ to wel¬ 
come you all to this hist annual gene¬ 
ral meeting of the shareholders of 
tlie Rural Eleetrifie.ilion Corporation. 
TJie Directors’ Rc])oit and the State¬ 
ment ol Accounis for tlui yeai ended 
Mareh 31, 1970, have already been 
ciriailatcd to >’on and willi your per 
ini.ssion 1 shall lake them as lead. 

We have had only about 8 mondis 
of working during the* \'eai, th<^ Cor¬ 
poration having bee.) zegistered on the 
25th of July, 1969. That within this 
veiy short peiiod it ha.s been i^ossiblc 
for the Coiporation to eompletr? tin* 
preliminary loirnalities and begin its 
oi:)eialions by ScUictioning loans to a 
few State Electricity Boaids is mde.ed 
gratifying. Two kinds ol Joans weit^ 
sajietioiied dining this peiiod. The 
first rategoiy lelaled to loans sanc¬ 
tioned to 5 pilot rural cicetrie co-ope¬ 
rative societi(‘s to enable them to 
undeitake the iinti.il org.'inisational 
activities, including the piepaiation ol 
detailed project estimatis. A loan of 
R.S 1.00 lakh was sanctiom'd to each 
of the 5 pilot niral electric co-opera¬ 
tives for tliis iiiirpose. This loan 
helpeil the societies to prepare them¬ 
selves for taking up the operational 
phase of their programme. The second 
category, which in magnitude was 
much larger than the first one, related 
to rural electrification schemes spon¬ 
sored by State Electricity Boards. 
During the year 12 such schemes 
sponsored by six State Electricity 
Boards w^ere approved by the Corpo¬ 
ration for a total loan assistance of Rs 
688.819 lakhs. These schemes are 
phased over a i)criod of 3-5 years and 
aim at electrifying 707 villages iUid 
energising 18,995 imgation punipsets. 
Five of* these schemes are for back¬ 
ward areas. One significant feature of 
these schemes is that all of them are 
oriented tijjvards energisation of irri¬ 
gation pumpsets. In addition, these 
schemes also provide for supply of 
power to a good number of small in¬ 
dustries. Roughly 73 per cent of the 


total load anticipated at the end of 
tlie fifth year is acconnt(*d for by agri¬ 
cultural connections and 14 per cent 
by indusliial connections, leaving tin* 
balance of 13 per cent for domestic 
uses, commercial <*stablishmenfs and 
sticct lights. Tills shows that all these 
12 schemes are oriented towards pro- 
diictivt' activities which will help the 
economic development of the areas 
covert'd, 

S C HE M E S S ANC 1JONEU 

It may be relevant at this stage to 
give some account of the fiiilher pio- 
gicss mad(' m the scrutiny and sanc¬ 
tion ol schemes sjionsoicd by .State 
Electricity Roaids in tlie peiiod since 
1st Apiil, 1970. As has already been 
noted in the Dncctors’ report, the ad¬ 
ditional number of schemes .sanctioned 
during this j)ciiod is 72, involving .i 
total loan of Rs 3,877 lakhs and akn- 
ing at piovision ol power lor 1,08,424 
imgation pumpsets and 20,273 .small 
industries. Taking the picture as a 
whole, a total numlier ol 8^3 schemes 
(e.xchisive ol one sanctioned scheme 
iiince withdiawn by Tamil Naclii 
Electiicit>’ Board) have been sanctioned 
invedving a total loan ol Rs 4,417 
lakhs. These schemes provide lor 
power connection to 1,25,822 irriga¬ 
tion pumpsets and 20,808 small in¬ 
dustries. As in the earlier instalment 
of 12 schemes sanctioned prior to 31st 
March, 1970, the schemes sanctioned 
ill the subsoijucnt period also are 
oriented tow'aids iiTigation pumpsets 
which account for 72 per cent of the 
total load piovided for in these 
schemes as at the end of the fifth 
yeai-. The load on account of .small 
industries accounts for 18 per cent, 
thus making a total of 90 per cent on 
account of agriculture and small in¬ 
dustries. The consideration of as many 
as 83 schemes within a period of 
about 9 months (from March 1970 
when the first batch of schemes were 
npj^roved by the Corporation and up- 
to the 1st week of December, 1970) 
has been possible on account of the 
prompt steps taken in the first few 
montlis after the inception of the 
Corporation to evolve the norms of 
viability, criteria of assistance and 
terms and conditions of loans, and the 
quick response made by State Electri¬ 


city Boaids in preparing schemes for 
prcs(‘ntation to the Corporation. In 
tact, the rapidity witli which schtJnies 
started coming in from the State El ce¬ 
ll icitv liocucls in the fiist few months 
cleaily proved the deeply felt Iiut 
largely unsatisfied need for rural eleo 
liification in various parts of the 
comiliy. The financts providixl by 
Hie Rural Elcetrifieanon Corpoi alion 
are meant to he .ulditive to the re- 
i.ouic<‘s availafilc to State Electricity 
Boaids from the State plans, •market 
boirowings and olhci sources. The 
overall share of the Corporation in 
the total iinaneial resources available 
lor rural electiification in the IV Plan 
peiiod is about 35 per cent. The 
gie.itei portion of the viiial (‘Uxtrifiea- 
tion piogiamme is liiiaTiccd liy State 
plan resources and market borrowings 
of Stale Elecfrieity Boards. In invest¬ 
ing these resoiirct;s. State Electricity 
Boards gcneially follow their own 
iionns ol remunerativencss which aie 
difteriMt from and in most e.csi's 
liAvcr tlian those iiri'scribed by the 
Corporation in re.sjv.ct of schemes 
financed by it. This is a limiting fac¬ 
tor in the w’ay of improving the ovei- 
all lemuneralivencss of rural electrih- 
catioii i^iogrannnes in the country. In 
view of the commitments of the State 
Elect!icity Boards to improve their 
overall rate of return, it is necessary 
that the gaii bctwee^i the two types of 
investments is reduced as far as possi¬ 
ble over a period of time and the 
yardsticks of remuncrativeness levelled 
up to the specifications which have 
been suggested by the Corporation 
after wide consultation and much consi¬ 
deration. When I say this, I should hot 
be understood to mean that the Corpo¬ 
ration is unaware of or indifferent to 
the requirements of various areas 
which are economically backward. In' 
fact, the Corporation has framed 
terms and conditions for schemes In 
backw'ard areas which are considerably 
softer than those for other areas. The 
details may be seen in the Directors' 
report. The Corporation has endea¬ 
voured to encourage Electricity 
Boards to send in as many schemes os 
possible from backward areas and 36 
schemes out of 83 approved by the 
Corporation (as on 2nd December* 
1970} fall in this category. ^ The loans 
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approved for these 36 schemes amount 
to* Bs 1,862 lakhs, which works out 
to 42 per cent of the total loans sanc¬ 
tioned hy the Corporation for 83 
schemes. In considering the backward¬ 
ness of an area, the Corporation pays 
particular attention, among other 
things, to the degree of rainfall, avail¬ 
ability of irrigation, level of agricultu¬ 
ral production, the strengtlr of the in¬ 
stitutional set-up for credit and exten¬ 
sion services, geographical features of 
the area, the nature of the population, 
average cost of electrification per 
pump-set, <'tc. These are not exhaus¬ 
tive criteria ano, it is open to State 
Electricity B<iards to suggest foi consi¬ 
deration any other factors whicli in 
their opinion are relevant for determin¬ 
ing the classification of a givtr.i ju'u. 
The data available in the laige num¬ 
ber ot schemes already approved for 
l>ackward areas is* now being analysed 
in depth so as to draw iisjdnl guide¬ 
lines lor the liiture. 

OF Co-OHDINATION 

Following from the basic approach 
adopted by the Coiporation, namely, 
that a rural clcctrifieation scheme 
should be ecojioinically viable and 
should aim at stimulating the t'coiio- 
mic devclopuietit of the project area, 
certain problems * of co-ordination have 
aiisen. A rmal eh^ctriiication schcfue 
is not a scheme only for ceitain physi¬ 
cal construction activities; it is part of 
an integrated development project and 
its success depends on the timely and 
co-ordinated performance of other sup¬ 
porting activities. For example, the 
largest consumer of iK)wer in the rural 
areas is, generally, agriculhirc. The 
number ol agricultural conriecLions 
contemplated in a scheme will mate¬ 
rialise only if certain other things are 
assured, oiz, the willingness of the 
farmer to make a prior iiivestinenl on 
a well/tubewell and a pumpset, and 
the ability of the agricultural extension 
agency to convince the farmer that 

the investment will be worth his while. 
This pre-supposes a considerable 

amount of co-ordinatiDn with agricul¬ 
tural extension activities. The feasibi¬ 
lity of successful ojieration of electri¬ 
fied wells would also pre-suppose stu¬ 
dies by the State Ground Water 
Board or other concerned technical 
agency for ascertafeiing the -adequate 
availability of ground water. Similarly, 
the consumption of power for small in¬ 
dustries pre^suppQses detailed surveys 
regarding the potential for the growth 
of industries in a particular area. 

Both .during the formulation of a 


scheme and in the course of its imple¬ 
mentation, continuous co-ordination bet¬ 
ween the State Electricity Board on 
the one hand and the authorities in 
charge of agriculture and industries on 
the other, is essential. The Corpora¬ 
tion has accordingly conveyed some 
suggestions to the State Governments 
and State Electricity Boards for setting 
in motion aji appropriate machinery 
for (.msuring co-ordination in these 
sectors ol activity. It is encouraging 
to 'kiolci that some State CovernmenLs 
and State Electricity' Boaids have al¬ 
ready considered the problem and 
initiated suitable arrangemcajls lor eo- 
oidmatinn. 

CO-OPERAIIVE PROJECIS 

One unpoitant lesponsibility accept- 
(hI hy the Corporation is to encourage 
the co-operative form of distribution of 
electricity in the rural areas. The 
Corpination lias already sanctio^ied, in 
addition to the pre-construction loan 
of B.s 1.00 lakh to each project as 
earlier mentioned, project loan.s total¬ 
ling Rs 1,281 lakhs for the five pilot 
co-operative projects in the States of 
Andhra Pradesh, Cujarat, Maharashtra, 
Mysoie and Uttar Pradesh. Two of 
these projects, viz, those in Mysore 
and A'.ullira Pradcsli, have already 
l.iken over the disliibution work from 
the State Electricity Boaids. Project 
loans to the extent of Rs 128 lakhs 
have been n.deased to them by the 
Coijioi.ition to enable them to take 
ov<'i‘ the existing as.sets from the Tt‘S- 
pective State Electricity Boards and 
eoinmeiici* their operations. It may 
not be out of place to mention here 
the special leatures of the assista.ict' 
provided by the Corporation to pro¬ 
mote the pilot co-operative projects. 
Firstly, the Coiporation has provided 
technical assistance to the co-operatives 
for preparing the detailed iwjcct esti¬ 
mates. Secondly, the Corporation has 
sanctioned loans to cover the full cost 
of the projects without stipulating that 
the co-operatives should provide any 
margin out of their owm rc.sources. 
The loa'iis have been sanctioned on 
very favourable terms and conditions. 
For examph;, the loans are to lie le- 
paid over a pciiod of 35 years with 
a moratorium in the first five ycar.s in 
the repayment of principal. The loans 
carry interest at 4 per cent for the 
first 10 years, 5 per cent in the next 
5 years and 5H per cent for the next 
5 years and 6 per cent lor tlie next 
15 years, after allowing a rebate of 
K per cent at all stages for punctual 
payment. The interest for the first 5 
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years, however, will be remitted by 
the Corporation if the co-operative 
agrees to credit the amount equivalent 
to interest to a special leserve fund to 
be used for certain specified purposes 
outside its normal business. These 
terms and conditions are even more 
liberal than those prescribed for sche¬ 
mes of backward areas sponsored by 
State Electricity Boards. In addition to 
these preferential terms provided by 
the Corixiration, the State Governments 
anti State Electricity Boards have also 
provided certain concCvS-sions and faci¬ 
lities. The State Governments have 

agreed to provide full and uncondi¬ 

tional guarantee on behalf of the socie¬ 
ties lor payment of the interest and re- 
payTiient of tlie principal to the Corpo¬ 
ration. The State Electricity Boards 

have agreed to transfer the assets in 
the project area to the .societies on the 
basis of the book value of the assets. 
Soint^ of them have also agreed to sup¬ 
ply grid power at a concessional rate. 
It is hoped that the pilot electric co^ 
operatives will, hy tlieir succcs.sful ope¬ 
ration, justify the special concessions 
e.\t<*ndetl to them a'iid pave the way for 
the cstablislimcnt of some more ruial 
electric co-opcrativi's in due course. 
The initial problems of operation and 
management of these co-operatives were 
considered in a confeix'uce held last 
month under the auspices of the Cor¬ 
poration and some useful guidelines 
were evolved, hi liursuance of a recom¬ 
mendation of this conference a working 
group has been constituted to .study the 
accounting procedure and evolve a 
suitable system of accounts for adop¬ 
tion by tbe pilf)t societies, 

S I ANDAtmiSA'nON 

T shall now touch on a few impor¬ 
tant matters which are engaging our 
attention and on which we expect to 
take concrete steps in the near future. 
Th(* first matter to which I shall refer 
relates to the standardisation of speci¬ 
fications for materials and of construc¬ 
tion praclici's in the field of rural elee- 
liification. As you are aware, the 
Indian Standards Institution has work¬ 
ed out standards ot some of the basic 
cirostniction materials required in imal 
electrification. The specifications, how¬ 
ever, do not cover all items and fiven in 
those items for which specifications have 
been standardised, the practices aodpt- 
ed by different State Electricity Boards 
are not unifonn. There is, therefore, 
much scope for evolving standardi^ied 
designs and specifications and crasuring 
the actual use of standardised d^gns 
and materials in the work of niral elec- 
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Irification. The estiniates of cost for 
various items of work such as construc¬ 
tion of a low tension line per km or the 
erection of .i transformer of a certain 
capacity vary greatly from State to 
State. The variations are viot related 
only to local factors like cost of trans¬ 
portation and cost of local labour; there 
arc wide variations in the manufacturers’ 
prices also. Standardisation can lead to 
economy in costs and help the even flow 
of supplies by making it possible for 
mannfactiners to keep in stock materials 
of sta'ndard specifications and designs 
instead of having to tailor their manu¬ 
facturing capacity every time to the 
varying requirements of different Elec¬ 
tricity Boards. I am happy to say that 
the Corporation has already applied it¬ 
self to the task of evolving standard 
specifications and designs, in consulta¬ 
tion with the State Electricity Boards, 
the Central Water and Power Commis¬ 
sion and the principal manufacturers of 
electrical equipments. A special cell has 
been set up in the Corporation to at¬ 
tend to this woik. It is encouraging 
that State Electricity Boards have wel¬ 
comed this move l)y the Corporation 
and have expressed their readiness to 
co-operate with the Corporation in this 
impoitant task. Some preliminary sug¬ 
gestions have already l^’eri worked out 
by the standardisation cell in the Cor¬ 
poration and Cfjnvan-ed to the S^atc 
Elecbieity Boards and it is i)iopose.d to 
liave a comprehensive discussion on the 
subject in a conference whicli is being 
sponsored by tlie Corporation early next 
month. 


Rurai. Deoenturks 

The other point to which I would 
refer is the scheme for floating of niial 
debentures by State Electricity Boards 
so as to augment the financial resources 
available for rural electrification by 
tapping the rural savings. The All-India 
Rural Credit Review Committee .sug¬ 
gested that the Rural Electrification 
Corporation should subscribe to special 
rural eleefrification bonds which might 
be floated by State Electricity Boards 
somewhat on the lines on which the 
Reserve Bank of India had been sub- 
scribhig to rural debentures floated by 
co-operative land development banks. 
The Corporation has been considering 
the formulation of a detailed scheme so 
as to help State Electricity Boards to 
mobilise additional resources for rural 
electrification by enabling them to tap 
rural savings on die basis of matching 
subscription by the Corporation. Preli- 
irun^ly discussions have been held with 
some State Electricity Boards and also 


with the Reserve Bank of India, on some 
of the issues involved, such as 
whether the debentures are to be ear- 
iiiark<’d for schemes in specific areas 
or aif‘. to he available generally for ex- 
pciiditurt' on lural electrification; and 
whether the rural debentures shoiihl be 
t)pen only to individuals or also to insti¬ 
tutional subscribers. The question of 
the rate of interest payable to the Cor¬ 
poration on the portion of the debentu¬ 
res to be held hy it will also have to 
he considered in the context of whe¬ 
ther the debentures are to lie guaranteed 
bv the Goveminont or not. The Finance 
Act, 1970, contained an indication of 
a general scheme of floatation of rural 
debentures by approved institutions so 
as to help mobilisation of rural savings 
for utilisation in projects in the rural 
areas. On the basis of the preliminary 
discussions we have had with the Re¬ 
serve Bank of India, I am happy to say 
that the Reserve Bank has con.stituted 
a working group to examine generally 
the scope of floatation of rural debentu¬ 
res and, in i>articular, that of rural 
electrification bonds, as well as the 
terms and conditions on w'hich the 
floatations inav be made. It is hoped 
that the delibeiations of this group will 
give us a concrete framework of a 
scheme of rural electrification bonds so 
that the ('orporation may be in a posi¬ 
tion to assist the State Electricity 
Boards to float such bonds in the near 
futiue. It is well knowai that .some 
State Electricity Boards are already mo- 
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e billsing local resources hy callecting 

IS various amounts from the intendkig 

consumers either as deposits or as loan 
IS or as outright payment. With the fonnu- 
lation and implementation of a schei np- 
d of rural electrification bonds, it may be 

e [)ossible to achieve a greater degree of 

i- uniformity bi the matter of attracting 

>f people’s contributions to the resources 

needed for the rural electrification pro- 
i- gramme. 

o In conclusion I should like to expi^s 
‘- my gratitude to the Central Govern- 

d inent and its concerned agencies, the 

e State Governments, State Electricity 

>f Boards, pilot rural ele/tric co-operatives 

d and the United States Agency for In- 

0 temational Development for the help 

s and co-operation they have extended to 

il the Corporation In its work. I would 

y thank my colleagues on the Board for 

!- the assistance I have received from 

y them throughout the year. I also wish 

J to expre.ss my appreciation of the wojrk 

y done hy the officers and staff of the 

i- C(^rporation. We have made a good^ 
il start in the first year of our operation.s, 

fi and I have no doubt that the Corpora- 

e tion will make steady progress towards 

the fulfilment of its goals and develop 
11 into a key institution f(;r stimulating the 

a economic development of the lural 

areas. ^ 

Thank you. ^ 

Note: This does not purport to be a 
pait of the proceedings of the 
Annual General Meeting. 


IAEA Works to Assure Security 


WORK of the International Atomic 
Energy Agency to promote the peaceful 
use of atomic energy was given a new 
impetus with the entry into force of the 
Treaty on the Non-Proliferation of Nu¬ 
clear Weapons (the NPT) in March. 
This Treaty, which lays upon the Agen¬ 
cy the responsibility of safeguarding 
nuclear materials intended for peaceful 
application in non-nuclear weapon Sta¬ 
tes which accept its terms, had been 
signed at the year end by 98 countries 
and ratified by 63. 

The IAEA Board of Governors sot 
up a coinmitte>e open to all Member 
States to advise on the Agency's res¬ 
ponsibilities under the NPT, and in 
particular on the content of the agree¬ 
ments which will be required between 
the Agency and Parties to the Treaty, 
and the question of safeguards costs. 
Twenty-four governments had entered 
into negotiation of such agreements by 
the end of December. 


The substance of the draft agreement 
drawn up so far in outline by the Safe-' 
guards Committee is characterised by 
a new featiue: independent verification 
by the Agency of the findings of na¬ 
tional systems of control of the use of 
nuclear materials. Work in relation to 
the Agency's own safeguards system, 
established in 1961, also continued to 
increase during tlie year. Agency safe¬ 
guards are now applied to 10 nuclear 
power stations, with a combined electri¬ 
cal generating capacity of 2,^00 mega¬ 
watts — about 12 per cent of the total 
world nuclear generating capacity of 
24,000 megawatts electrical output 
(MWe) — and to 68 other reactors. 

A symposium in July showed that 
there have been sobstaotiid improvoi^ 
ments in methods of systems analyds, 
techniques of verifieatkm bused on cor¬ 
relation of fuel cycle data, and new in¬ 
struments. 
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To manage people, 
first reach them - 



PHILIPS Industrial Communication 
Systems show you how: 


Ever wondered how much 
time you lose in sending 
a message all the way 
to the other end of your 
factory? Specially if it 
has to reach there by the 
slow surface route? 

You can save time and 
labour if you can reach 
anyone anywhere in your 
works (however big it is) 
— at a moment’s notice. 
At the flick of a switch. 

You need one of the 
Philips Industrial 
Communication and 
Paging/Announcement/ 
Systems to keep your 


factory running smoothly, 
efTiciently, effortlessly— 
harmoniously. 

Why Philips 

• The Philips Industrial 
Communication Systems 
are 

• simple and quick in use 

• adaptable and multi¬ 
purpose 

• robustly built for rough 
use 

• We have both the ex¬ 
pertise and the experience 
to custom-build just the 
right system for your spe¬ 
cial needs-at a reasonable 
cost. 

• Our Industrial 
Communication Systems 


are right this moment 
doing a great job in some of 
India's most modern plants 
like TELCO, TISCO. 
Chittaranjan Locomotive, 
Hindustan Steel, Indian Iron i 
Steel, as also several 
fertilizer projects. 

Do write to us for your 
requirements. Our Engineers 
will be glad to help you with 
the right scheme. Get in 
touch with Electro Acoustics 
Dept., Philips India Limited, 
Shivsagar Estate. Block A, 
Worli, Bombay 18 . 
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Not by Monetary Half-Measures 

THE runaway expansion of banlc credit, practically entirely refinanced by the 
Reserve Bank, in the last two months of 1970, which were also the first twb 
montlis of the 'busy* season, had made some action by the monetary authori¬ 
ties imperative. But a nsc in the Bank Rate had seemed unlikely in view of 
tho proximity of the Lok Sabha elections. As it tnmed out, it was precis^y 
the political need, on the eve of the elections, to appear to be acting decisively 
to check the rise in prices which jiersuaded the Reserve Bank and the Govern¬ 
ment to pick on the Bank Rato in preference to some other, and possibly moro 
effective, medsiire. Tlie political orientation of the changes announced by the 
Reserve Bank Governor on Friday us also evident m (i) the direction to banks 
not to raise thoir lending rates bv more than one percentage point on average; 
(ii) the continuance of Bank Rat(‘ refinancing of advances to agriculture and 
small industry in excess of the levels m the siiecified base period; and (ili) the 
raising of deposit interest rates. This last was, of course, long overdue, but the fn- 
creases allowed arc so small as to make the measure little more Bian a gesture. 

The Reserve Bank's unrealistic estimates of likely credit expansion in the 
busy season have made the rise in hank credit in the last two months look 
like something out of the blue. Vet, if account is taken of the new responsibi¬ 
lities heapt'd on banks, the credit expansion is not all that unexpected or inex¬ 
plicable. Very likely, a large part of the additional credit has gone to agricul¬ 
ture, small industry and the like which have become special charges on the 
banking system. Similarly, food procurement, once financed out of the Central 
Budget, has also perhaps made a hefty draft. 

This is not to minimise the culpability of the banks. Few bank manage¬ 
ments are really much bothered by the overall economic situation in their oon- 
diK't of lh<* affairs of their banks. That apart, since the size of individual loans 
to agriculture and small industry is small, a good part of the advances to these 
so-called priority sectors is sanctioned by the banks' regional and branch offi¬ 
ces. Two other factors have also contributed to the laxity of control over these 
advanc-es. Firstly, banks have been, and still are, under the impression that 
their perfonnance will be largely judged liy the inciease in their advanc'cs to 
these sectors. Secxindly, these advances do not make a dent on the banks* de¬ 
posit resources, being eligible for Reserve Bank refinance. 

As for credit to organised industry, in spite of all the sophisticated talk of 
credit appraisal, the hanks, once they decide to finance a client, follow a fairly 
simple rule: the applicant's credit eligibility depends on the size of his inven¬ 
tories and Ixiok debts — the larger their size, the laig<T the cr«*dit he is en¬ 
titled to It is not for banks to ask whether the applicant in fact needs to ke^ 
such large inventories of raw materials or whether he should not tiy to cut his 
stocks of finished goods by appropriate changes in price and selling policies. 

But even allowing lor these gaping holes in the Reserve Bank's and the 
commercial banks credit control mechanisms, the situation created by the price 
rise over the last one year is not something that can be tackled through mone¬ 
tary policies alone. In fact, in an inflationary situah'on where there is confi¬ 
dent expectation of the price rise continuing, monetary policy is rendered large¬ 
ly ineffective. Tin's journal has alwa>s stood for a higher interest rate structure, 
hut if the general level of prices rises by 7 per cent annually and prices of par¬ 
ticular commodity groups by a.s much as 15 pti cent or moie, even a steep 
increase in interest rates is unlikely to deter credit demand. 

Shortages have Ix^en the major factor in the price rise that vie have seen 
over the past year. Apart from the well known shoitages of cotton and oilseeds 
which have led to the 15 per cent rise in the wholesale price index for indus¬ 
trial raw materials over the year, other agriciiltuial products are in short sup¬ 
ply as well. This is evident from the fact that, in spite of a 7 per cent dedine 
in the prices of wheat and only a nominal rise m those of rice, the food articles 
group in the wholesale price index has gone up by 3 per cent. Similarly, the 
increase of 8 to 9 per cent in the index for manufactures is again th^ result of 
a variety of shortages, including that of steel. Investment and expansion of 
capacity are needed to overcome these shortages. The pric<i problem thus be¬ 
comes a pait of the larger problem of arrested growth. 

But even in the short run, nothing very much can he expeclifd of mone¬ 
tary measures, especially of the half-hearted kind just announced. It is an index 
of the poverty of economic thinking in the Government that so little thought 
has b^n given to purposeful use of the foreign exchange reserves which have 
been built up over the last Uvo years. What merit is there in allowing these 
reserves to accumulate when they could be used to ease short-term strains in 
the economy and to stimulate growth? This, however, calls for not only a wlll- 
ii^ess to libwallse imports selectively but, even more, for import licenstog pro- 
Are mwe sensitive to developing pressures ip the ewaomy. 
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Iran 


LOOKEt) at in terms of growth of 
GNP, Iran's performance has been se¬ 
cond only to Japan's. Between 1903 
and 1969 Iran’s GNP grew by over 70 
per i^ent while that of Japan grew by 
almost fK) per cent. Iran’s per capita in¬ 
come last year was Hs 2>600 while 
India’s was al>out Rs 330. On the basis 
of such statistics and the apparent 
finnoess of the ‘benevolent’ rule of 
Ueza Pahlavi, the Emperor of Iran, 
many Western commentators have de¬ 
cided to upgrade Iran as a worthy ex¬ 
ample to other developing countries. 
Iran is now recognised by them as 
having a ’stable’ government and a 
‘growing* economy. But considering 
the narrow grounds on which such 
judgments aie based, these commenta¬ 
tors are l^oiind to be disappointed once 
again in their perpetual quest for 
stability. There are signs, slight but 
distinct, that the Shah is not likely to 
remain In power for more tlian another 
couple of years 

This is not to say that Heza Pahlavi 
has })een a tyrant. On the contrary: he 
has been the instigator of formal chan¬ 
ge in several spheres, partic^ularly land 
reform. Starthig in 1963, extensive 
lauds were expropiiatcd from the feu¬ 
dal barons and redistributed aniong 
peasants, even tliough in unequal pro¬ 
portions. Much of the political influ¬ 
ence of the big landlord families dis¬ 
appeared with their land. In effect, this 
has meant that governmental power in 
Iran has become even more concentrat¬ 
ed. The impressive economic growth 
has benefited only a small class. AH 
important decisions and many incon¬ 
sequential ones are taken by the Shsdi, 
without any fear of adverse public opi¬ 
nion, since free speech and a free press 
are non-existent. Savak, the secret po¬ 
lice organisation, has a wide network 
and has so far succeeded in crushing 
incipient opposition groups. In spite, of 
this there w'cre forceful demonstrations 
by university students in Teheran and 
other Iranian towns lust month. 

In several Asian countries, w'here re¬ 
pression has led to a false sense of se¬ 
curity urpong rulers whose only knovv- 
leilge of the public temper comes from 
sycophantic courtiers and secret police- 
n>eii, student demonstrations have 
sparked off, wider discontent, which in 
turn has led to the overthrow of strong¬ 
men who were thought to be firmly es- 
tabbshed. This happened to Adnan 
Mehderes in Turkey and Syngman 


Hhee in Korea in 1960 and to Ayub 
Khan in Pakistan in 1969. 

The actual instrument of the over¬ 
throw has, in all these cases, li^n the 
armed forces. The Iranian aimed for¬ 
ces have been pampered and vastly 
strengthened in numb^s as well as in 
armiunents during the last few years. 
It in almost axiomatic that such pam¬ 
pering of the military, in a situation 
where there is no free public opim'on 
or organised civilian opposition, does 
not amount to buying their loyalty, but 
to a military coup again.st the pamperer, 
once opposition to the regime is 
brought into the streets by the stu¬ 
dents. Since the top men of the Ira¬ 
nian army are all hand-picked cour¬ 
tiers and the cliief of the air force is 
General Khaterii, the Shah’s brother-in- 
law, opposition to the Shah is likely to 
build up among tlie middle-level offi- 
ccis of the armed forces — the colo¬ 
nels and the majors — who have no 
real syiniiathics for the progressive 
idealism of the students, but are pro¬ 
bably fed up with the one-man rule of 
the Shah. In these circimistances, the 
Sliali’s sudden disappearance from the 
p(ditical scene can be confidently expect¬ 
ed, although the processes of change 
have Ineii at work for several years. 

Kashmir 


Bakshi In, Shelkfi Out 


THE Jammu and Kashmir Govern¬ 
ment has barred the entry of Mirza 
Afzai Beg, the Plebiscite Front leader, 
into the State. It is not at all unlikely 
that a similar extemment order will be 
served on Sheikh Abdullah who is also 
just now in Delhi. Whatever reasons the 
State Government may advance in de¬ 
fence of its actions, their timing makes it 
clear that the motive is simply to in¬ 
capacitate the Front and prevent its 
effective participation in the coming 
elections to the Lok Sabha from the 
State. There could have been no 
franker admission by the State Govern¬ 
ment of its fears that in ap equal fight 
the Front would have swept the polls. 

It is a fact that the Plebiscite 
Front does not accept Kashmir's acces¬ 
sion to India; it sticks to the demand 
for a plebiscite to enable the people 
to decide the region's political future. 
Technically, therefore, the Front is a 
secessionist political organisation and 
any action against it, however repres¬ 
sive, could be justified. In fact, there 
has been talk of banning the Front 
and if the Government has not adopted 
this course it is only for tactical rea¬ 


sons; for fear of the 4K)pular reaction 
that such a move is liMy to provoke. 

Another way of looking at the 
Plebiscite Front is to recognise that it 
has, without the least doubt, the sup¬ 
port of the overwhelming majority of 
the people of Kashmir. Even more 
significant, it has retained this support 
in spite of unremitting efforts by suc¬ 
cessive State Governments to politi¬ 
cally destroy leaders like Sheikh 
Abdullah through long periods of in¬ 
carceration and worse. The ^question 
may be raised whether (other conside¬ 
rations apait) it is even politically wise 
to persist with these unavailing efforts 
to suppress a political formation which 
obviously speaks for the people of 
Kashmir instead of encouraging it to 
come into the mainstream of national 
politics “ a beginning in which direc¬ 
tion could conceivably have been 
made had the Front been allowed to 
contest the coming elections to the 
Lok Sabha. Even had the Front cap¬ 
tured most of the Lok Sabha seats 
from the State, as it well might have, 
it would not have made the slightest 
difference to Kashmir's continuance as 
a part of India. On the other hand, 
there was a definite chance that once 
it was allowed to play its rightful role 
in the State’s politics, the separatist 
orientation of the Front might have 
faded away — as did happen in the 
ca.se of the DMK in Tamil Nadu, 

But, quite obviously, such long-run 
calculations can make no impact on 
the thinking of State politicians who 
wish to cling to power with a mini¬ 
mum of popular support or of those 
in New Delhi who are concerned 
with nothing more than winning the 
Lok Sabha elections from the State. 
Any tactics to achieve these ends are 
good enough. In any case, in terms of 
its reputation for holding free and fair 
elections, Kashmir has never been a 
particularly bright spot in our demo¬ 
cracy. On the eve of successive general 
elections, opposition candidates in large 
numbers have had the mortifying ex¬ 
perience of having had their nopiina- 
tion papers summarily rejected result¬ 
ing in the unopposed return of the 
ruling party's candidates. In the 1967 
elections to the State Assembly, the 
nomination papers of 118 apposition 
candidates in 39 of the 75 assembly 
constituencies were rejected so that 22 
Congress candidates were able to get 
through without a fight. 

Whether this manoeuvre will he re¬ 
peated this time is to be seen, but al¬ 
ready the desperate efforts to win the 
elections have involved the readxnission 
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of former Chief Minister Bakshi GHu- 
lap^ Mohammed into the Congress. 
• What is more, newspaper report sug¬ 
gest that this has been done with the 
Prime Minister’s active support. Sure- 
'ly, public memory is not so short that 
people have forgotten the unequivocal 
strictures passed against Bakshi Ghu- 
1am Mohammed by the Justice Raja- 
gopala Ayyangar commission of inquiry 
which found diat, among other things* 
’improper benefif and ’undue Snandal 
advantage' of the value of Rs 54 lakhs 
had accrued to the Bakshi family du¬ 
ring Bakshi's years of power in the 
State. 

Having chosen to lean on Bakshi 
and the likes of him, it is no sur¬ 
prise that the Congress in Kashmir 
simply have to keep those like Sheikh 
Abdullah, who have the people liehind 
them, out of the elections. 

Political Asylum 


Calculus' 


ON November 23 last year a Lithua¬ 
nian seaman on l>oard a .soviet trawler 
sought political asylum in the US by 
leaping from the Soviet vessel on to 
an American Coast Guard ship. The 
commander of ^ the Aiherican ship* 

^ however* handed back Simas Kudirka, 
the hapless sailor* to the authorities of 
the Soviet trawler. The following ex¬ 
cerpts from a report in the New York 
Times Weekly Review, December 27, 
1970, describe the circumstances of Ku- 
dirka's ‘recapture' by the Soviet side as 
recapitulated by the Coast Guard: 

“The Soviet party came on board 
to retrieve him JKudirkal, carrying 
• a blanket,, a rope, and a ball ot 
material that appeared to be socks, 
which one of the' Sloviet crewmen 
/ndicated was to be used to gag 
Kudirka^ 

“Kudirka stripped oS his snirt, 
emptied his pocket^ and gave .all his . 
belongings to the Americans. He 
then broke loose and ran through 
the ship alternately struggling and 
espapinjg from the Soviet crewmen 
jpursui^ him ... 

/ “The Soviets finally overpowered, 
/ him and dfagg^ him onto the flight 
I deck of the ship repeatedly striking 
Kudirka’s headi against the steel rail 
of the ladder • •finally the, Soviets 
dragged him into a helicopter shed 
on deck where they bound him 
and^ wrapped him in the blanket. 

“Ihe Amerioang .provided. a small 
boat and. at 11.40 detector, 

completely bound*, was thrown by 
the sdviets Into the boat, a distance 
of two or thrde feet. It is not 
known . whether he , was conscious. 

the Soviet seamen sat on his 
head:.. 


“When they reached the Soviet 
vessel, the Russians first threw 
Kudirka^ onto the engine hatch and 
then into a net that had l>een lower* 
ed. Prom that time on it was im- 
posisible for the boat crew to observe 
what was happening to Kudirka on 
the deck of the Soviet ship. 

“Back aboard the Vigilant fthe 
US shipl, the Americans were going 
through the papers the seaman had 
left behind. There were scraps ot 
romantic German poetry, a few cab¬ 
les from his wife in Russian and an 
article, torn from a German maga¬ 
zine, entitled ‘Three Months and 
You Gan Speak a Foreign 
Language*.’’ 

It is not clear whether the decision 
to hand back Kudirka to the Russians 
was that of the commander of the US 
ship or whether the latter had got in 
touch with political authorities in 
Washington and had been instructed 
by them to act as he did. The inci¬ 
dent provoked angry piotests in 
US, mostly from old-style anti-com 
munists. In response, President Nixon 
made approiiriate indignant noises 
about the behaviour of the commander 
of the ‘Vigilant’. He was thus able 
both to avoid the diplomatic em- 
[jarrassment with the Soviet Union 
that would have been caused had the 
Soviet sailor been given asylum and at 
the same time to convince his own 
citizens that his anti-communist heart 
was in the right place. 

And yet, the President was not al¬ 
together convincing^ A stable pattern 
of relations with the Soviet Union has 
become a major policy objective of all 
US Governments and it is hardly sen¬ 
sible to rock the boat, however slightly 
and temporarily, for the sake of an 
ordinary ship-hapd. (Someone like 
Svetlana, Stalin’s daughter, is, of 
course, a different proposition.) There 
are other considerations as well. 
Rebels, dissatisfied with society and 
fighting it or trying to escape it, are 
no longer all on the Soviet side. Even 
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more important* the ruling establish-; 
ments in the US and the Soviet Union 
as well as in many other countries are 
increasingly becoming conscious of the 
fact that rebels against a particular 
system are as likely to qqestioa any 
new system that they are admitted 
into. In Britain a tribunal has just 
upheld the Home Minister’s order ex¬ 
pelling from the country Rudi 
Dutschke, the former West German 
student leader, on the ground that his 
continued stay in the country as a 
post-graduate student constitutes a 
danger to national security. 

It is as if countries, except those 
that are on openly inimical terms, 
have reached the unwritten agreement 
that each will he left free to deal with 
its rebels — whether America’s Black 
Panthers, the Soviet Union’s dissident 
intellectuals, Greece’s communists, or 
India’s Naxalites — as worst as it 
chooses to. And who can complain? 
After all, non-interference in the inter¬ 
nal affairs of countries is one of the 
five principles, the panchasheel, to 
which not only India but also China 
ha$ set its hand. 

Telengana Issue 


In Cold Storage Till 1977 ? 

IT should surprise no one, least of all 
the Prime Minister, that the Telen¬ 
gana Praia Samiti has rejected her pro¬ 
posals on Telengana which were tc 
serve as the basis of a j;K}ssible under¬ 
standing between the Samiti and Con- 
gress(R) in the Lok Sabha poll in 
Andhra. The proposals involved the 
Samiti giving a fair trial till 1977 to 
the Prime Minister’s eight-point pro¬ 
gramme for removal of Telengana’s 
economic grievances. The demand for 
a separate Telengana State was to be 
conceded only if it was supported by 
two-thiids of the members elected to 
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the Andhra Assembly from the Telen- 
gana region in the 1977 general elec^ 
tions. To ask the Samiti to put its 
demand for a T^ltmgana State in cold 
storage for six years was to invite it 
to commit political suicide — and 
this after recent by-clections had esUi- 
Mished bt-yond question the mass sup¬ 
port the Samiti enjoys in Tclcngan.i. 

Two major issues were involved in 
the negotiations berwern the Telen- 
gana Piaja Samiti and the ccntial 
leaders of Congress(R). One was 
that of the CongresstR)’s attitude tr 
IA«' separate 1'elengana demand. The 
other was that of agiceing upon who 
was to have the decisive voice in rhe 
selection of candidates irom the Tolcn- 
gana regitm — the State CongressfR; 
or the Samiti. While it was the first 
issue which figured dm^cth in the 
negotiations between the two sides 
and which received most of the public 
cit>, potential differences over the 
right of candidate selection have no 
doubt contributed as much to the final 
outcome. Brahmananda Reddy has 
sought to convince the Prime Minister 
and other central leaders of Cong- 
ressfR) that the by-election successes 
of the Samiti, including its spectacular 
victory from the Siddipet constituency, 
did not mean that it would sweep the 
polls in the coming Lok Sabha elec¬ 
tions The compulsions of State poli¬ 
tics and his personal antipathy to 
Chenna Reddy and other leaders ot 
the Telengana Samiti have made him 
resolutely oppose any airangemcnt 
which would give them the decisive 
voice in the selection of candidates for 
the 14 Lok Sabha seats from the 
Telengana region. 

Ordinarily the break-down of the 
negotiations between Congiess(R) and 
the Telengana Samiti should have been 
the signal for the anti-Congress(R) 
parties to woo the Samiti. Tn this 
instance, however, there are some 
peculiar difficulties. The Swatantra 
party has officially supported thj 
demand for a Telengana State and the 
Andhra SSP is nominally one of the 
constituents of the Samiti. But the 
Congress(O), which draws what sup¬ 
port it has in the State from the 
Andhra region, cannot afford to appear 
sympathetic to the separatist demands 
of the Samiti.. Yet the Congrcss(O)- 
led allfancc has made overtures to the 
Samiti. It has, for instance, announc¬ 
ed that while it would contest all iho 
27 seats from the Andhra region, it 
would put up candidates for only 
‘some* of the seats from the Telengana 
region. The alliance is bound to try 
through the SSP and the Swatantra 
parties to work out arrangements with 


the Samiti to defeat CongressfR) 
in particular constituencies in Telengana. 

The.'-e is, howover, a second pro¬ 
blem. Chenna Reddy as well as some 
other prominent leaders of the Samiti, 
whih' they are bitterly opposed to 
Brahmananda Reddy at the State level, 
are unwilling to antagonise the Prime 
Minister. In this they seem to share 
the inclination of other purely regional 
parties like the DMK and the Akalis 
to stay on the right side of the Central 
power. Indeed, after the CentiaJ 
Government’s decision to concede 
Statehood to Meghalaya, hope had run 
high among the leaders of the Samiti 
that it would not be very long before 


REC Discovers 

IN its first year and a half of opera¬ 
tions, tile Rural Electrification Coipora- 
tion has made some significant begin¬ 
nings. It has sanctioned 83 schemes in¬ 
volving total loans of Rs 4.4 crores. The 
schemes will provide power to 126,000 
irrigation pumpsets and 21,000 small in¬ 
dustries. When it was launched, the 
Corporation \vas expected to energise 
5(K),000 of the 1.25 million pumpsets to 
Ik* energised under the Fourth Plan. Its 
financial base was to be Rs 150 crores 
of which Rs 45 crores were to come 
iioin Fcmrth Plan allocations (the 
Fourth Plan outlay on rural electrifica¬ 
tion is Rs 313 crores) and Rs 105 crores 
from PL 480 funds. Even more signi¬ 
ficant, however, was the role REC was 
assigned in the qualitative changes con¬ 
templated for rural electrification under 
the Fourth Plan. 

The shift under the Plan was admit¬ 
tedly towards agriculture in order to 
siipiHirt the HYV programme. However, 
since agriculture’s requirements are es¬ 
sentially seasonal, it was implicit that 
REC would also have to promote rural 
industiy to utilise the captive power in 
the* t)ff-season. For thi§, REC would 
require more ct^mprehensive support 
Irom the local agencies charged with 
the development of an area as well as 
from the Rural Industries Development 
Corporation which is more specifically 
concerned with rural industry’s problems 
and potential. No b^inning in such 
colIalx)ration seems to have been made, 
and RECs chairman's speech under¬ 
scores the need for supportive action by 
the 'audiorities' in dbarge of industry. 
The slow i>ace in utilising the possible 
siipplementarity of industry as a captive- 


the separate -Teleilgana , demaiad too 
was conceded. These hopes have now 
undoubtedly suffered a .serious setback 
in the face of the Prime Minister's 
latest proposal to put off a decision till 
1977. Yet the Telengana Samiti 
leadeis, who have been in frequent 
touch with the Prime Minister le- 
cently, seem to believe that this 
posture of the Prime Minister is one 
forced on her by the exigencies of the 
Lok Sabha election and that once the 
ebctions are over and the Prime 
Minister returns to power, hopefully, 
with her strength in the Lok Sabha 
improved, she will not be averse to 
reopening the Telengana question. 


Its Constraints 

power consumer, is seen in the fact that 
73 per cent of the total load anticipat¬ 
ed by REC at the end of the Fourth 
Plan is for agricultural connections with 
only 14 per cent for industry. The cost 
of lural connections will necessarily rise 
to the extent that in the off-seasons the 
power potential remains underutilised. 
This, in fact, leads to the other con¬ 
straints on REC'^s activities. 

I 

Rural electrification has always been 
a heavily subsidised operation of the 
State Electricity Boards (SEBs). Partly, 
this has happened because the rural 
market for electricity is incapable of 
iiearing the high tariffs dictated by the 
high unit costs of supplying electricity 
tn the villages as against to the highly 
concentrated urban areas. But partly 
this has happened—as REC has disco¬ 
vered to its own cost—^because of the low 
norms of remunerativeness which the 
State Electricity Boards follow in In¬ 
vesting their own resources. This hurts 
REC whose own norms are set higher, 
by limiting the overall remunerativeness 
of rural electrification programmes in 
the country. REC lends to sdiemes put 
forward by the State Electricity Boards 
and by the rural electric co-operatives 
that it hopes to actively promote. It i8,\ 
therefore, keen to emphasise the ‘*eco- ) 
nomic viability and selection of projects 
in the areas of greatest potential". Not 
that it wants to neglect badeward re¬ 
gions: its chairman, B Venkatappiah, is 
at pains to point out that 36 of fhe 83 
projects sanctioned are in such areas. 
Nevertheless, given the overall constraint 
of acute shortage in* total generating 
capacity in the country, added care may 
have to be taken to see that badeward- 
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oeni akme. inctependbifly of tfao potea* 
tial and faturo piloduottvlty ib an area» 
^ not a sufficient gualfficatioa for get¬ 
ting a loan. Yet, die YH)teiitUl produc¬ 
tivity* criterion is not enumerated today 
.among conditions considered in lending 
to backward regkms. However, BEG is 
hoping to analyse in depth ^ta col¬ 
lected through schemes offered by die 
SEBs for each region, to obtain guide¬ 
lines for future investments. 

There is another reason why REG 
will have to be very dear about the 
criteria for evaluating projects — viz, 
that the entire system of rural electrifi¬ 
cation financing is sought to be decen¬ 
tralised under the Plan; Where, till 
now. State schemes got ad hoc aid 
from the Centre, and the SEBs formu¬ 
lated their own schemes for particular 
areas and financed them from State al¬ 
locations and from borrowings, the ac¬ 
cent now is on local formulation of 
schemes which are then submitted 
through the SEBs to the independent 
agency of REG. In the task of stand- 
• ardising both the format of project 
proposals and the necessary equipment, 
the Corporation seems to have made 
rapid progress. 

As part of such decentralisation is 
the programme to promote the local 
rural electric co-operatives. Five such 
pilot co-operath;es have * been floated 
and financ^ed (Rs one lakh to eadi) to 
help them prepare feasibility reports on 
proposed projects. Here ageun, the Cor¬ 
poration will face dilemmas. The very 
easy tenns on which loans are to be 
given to the co-operatives will make 
them attractive also to the affluent far¬ 
mers who will be better equipped to 
apply for them convincingly. Yet, if 
these loans are to reach tiie less-endow- 
*ed section, at whom they are aimed, 
much greater persuasion and organisa¬ 
tion of tiiese sections into oo-operatives 
will need to be undertaken. Here, the 
agricultural extension authorities could 
play a vital role. 

The REG seems acutely aware that it 
can, with its limited resources, yet 
toudi only tiie fringe of the necessary 
r^l elec^cation and of the HYV pro- 
Aamme. Hence die move to tap nmd 
/savidgs by fonnulating a scheme for 
bond issues for rural electrification. But 
the appeal of such issues will finally 
depend on the proffiabfflity of the in¬ 
vestments in rural electrification do- 
pending in turn on companttve evahi- 
ation of the produetivfiy of ptolocts and 
on oo-operation at dm feaslbllily and 
execution stages among the seveml do- 
vdbpmontal agendas. Past meperienoe 
gives meagre hope on dds. 


Bazik Bxaxicbps 

Hot Quito a Gold ftush 

THE two areas in which nationalisa¬ 
tion of the 14 major commercial banks 
has had the most impact are the 
volume and proportion of bank credit 
going to the so-called neglected sec¬ 
tors, especially agriculture, and the 
geographical extension of banking ser¬ 
vices as measured by the number of 
new bank branches opened. A study 
by the Reserve Bank’s Credit Planning 
and Banking Development Cell shows 
that between the end of June 1969 
(the 14 banks were nationalised on 
July 18, 1969) and end of September 
1970, all commercial banks taken to¬ 
gether opened 2,257 new branches, 
which works out to an average of 150 
branches per month. This compares 
with a monthly average of 56 new 
branches in 1968 and considerably less 
in earlier years. The record of the 
14 nationalised banks was an average of 
92 new branches per month compared 
to 34 in 1968. But, interestingly 
enough, the acceleration in the open¬ 
ing of new branches was even more 
spectacular in the case of the State 
Bank group of banks, the average 
number per month having trebled 
from 13 in 1968 to 39 during the 
period end-June 1969 to end-Septem- 
ber 1970. 

The statistics of new branches 
opened could have been even more 
impressive had the Reserve Bank 
waited a while and extended the period 
of study to end-December 1970. Being 
past-masters at the art of window- 
dressing, bank managements go on a 
branch-opening spree in the last few 
weeks of the year. Quite often the 
new branches amount to little more 
than a sign-board, but for statistical 
purposes that hardly matters. 

As a result of the rapid increase in 
the number of bank branches, at the 
end of September 1970, one commer¬ 
cial bank office served 52,000 people 
compared to 65,000 persons on the 
eve of bank nationalisation. Of course, 
these figures continue to be distorted 
by the large number of bank offices in 
the metropolitan cities. Thus even at 
the end of September 1970 there were 
seven districts in the country which 
did not have a single bank office, eight 
districts with populations of over 
3,00,000 per bank office and 25 dis¬ 
tricts with populations of between 
2,00,000 and 3,00,000 per bank office. 

The statistics of deposits and ad¬ 


vances of new branches raise certain 
interesting points. (As an aside, it is 
interesting to note that a study by the 
Reserve Bank, completed presumably 
in December 1970, is able to quote 
data for deposits and advances of new 
bank branches only upto June 26, 
19701 As a result, in what follows, 
comparison of the proportionate share 
of different categories of banks in the 
number of new branches opened with 
that in deposits and credits of new 
branches is subject to the proviso that 
data for the former cover the period 
end-June 1969 to end-September 1970 
and those for the latter July 18, 1969 
to June 26, 1970.) The State Bank 
group which opened 21 per cent of all 
new bank branches in the metropolitan 
cities (population over 1 million) ac 
counted for 35 per cent of the deposits 
of all new bank offices in metropob'tan 
cities. This is in sharp contrast to the 
performance of the 14 nationalised 
banks which accounted for 71 per 
cent of the new offices in metropolitan 
cities but for only 54 per cent ot 
deposits. At the other end, while the 
State Bank group opened 28 per cent 
of the new bank offices in the rural 
areas it accounted for only 17 per 
cent of the deposits of new branches 
in the rural areas. Its performance 
was worse in the 'urban’ areas (popu¬ 
lation between 1 lakh and 1 million) 
where it accounted for 36 per cent of 
the new offices but only for 11 per cent 
of deposits. By contrast the non- 
nationalised banks, which broadly hdd 
their own in the other areas, mopped 
up 23 per cent of the deposits of new 
bank offices in urban areas with only 
12 per cent of the new branches. 

The disparities arc even more 
startling in respect of advances for 
which, however, the break-down by 
category of area is not given in the 
official summary of the report of the 
Reserve Bank study. The State Bank 
group which opened 26 per cent of all 
new bank offices accounted for only 
9 per cent of the advances of such 
offices. By contrast, the non-nationa- 
lised banks accoimted for 23 per cent 
of the new branches’ advances with 
just 12 per cent of the new branches. 
On the whole, it thus seems that every¬ 
where except in the very large* cities 
the performance of the State Bank 
group’s new branches suffers by com¬ 
parison with that of other banks* new 
branches, including those of •the non- 
nationallsed banks. The non-nationa- 
lised banks, on the other hand, have 
held their ground (and in respect of 
advances done mudi more than that). 
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especially, it seems, in the medium- 
sized towns. 

Of course, it has not occurred to the 
Reserve Bank’s impressively nomen- 
claturcd 'Credit Planning and Banking 
Development Cell’ to bring out some 
of these trends, much less to look for 
explanations for them or to draw 
i>olicy conclusions from them. 

Hindustan Motors 


Porfeci Timing 

HINDUSTAN MOTORS, one of the 
major companies of tlie Birla group, 
had, it will be recalled, skipped divi¬ 
dend for the year ended March 1970. 
The intention no doubt was to highlight 
the disastrous impact of unremunerative 
car prices on the company’s profits. Un- 
rernuneralive prices was also the issue 
highlighted by the diiectors in their re¬ 
port for the year though there was also 
a vague reference to prohibitions aris¬ 
ing from the terms of AID loans 
amounting to $ 40.41 million, of which 
$ 17.91 million had been repaid by 
September 1970. The company has ap¬ 
proached AID for rescheduling the re¬ 
payment of the balance and the instal¬ 
ment due for October 1970 was not 
paid, pendmg negotiatians. 

Should car prices be made more re¬ 
munerative at some future date, the first 
charge on the consequential additional 
profit would nonnally be repayment of 
loans. But this contingency the com- 
pany is taking care ol by rescheduling 
its debt repayment. Meanwliile, the 
development rebate reserve built up 
over the years has become free. A por¬ 
tion of the free reserves are trow being 
capitalised through a proposed one-for- 
five bonus issue. Hindustan Motors' 
current equity capital is Rs 10.91 
crores. 

The bonus issue proposal was an¬ 
nounced at the turn of the new year — 
thus maintaining a respectable lag be¬ 
tween the skipping of the dividend and 
the bonus issue. The lag is necessary 
to get over a technicality. There is a 
company law stipulation against the 
issue of bonus shares in lieu of divi¬ 
dend. The question might be asked why 
Hindustan Motors did not, like Tata 
Steel, choose to pay dividend out of 
resei-ves instead of seeking to capitalise 
reserves and increasing the equity by 
20 per cent? The answer is simple. As¬ 
suming aid's concurrence to a reshe- 
iluling of repayment of debt, remune¬ 
rative car prices at some future date 
should not appear to have been utilis¬ 
ed to pay higher dividend. An expand¬ 


ed equity base would not necessitate a 
hike in the rate of dividend, which 
could be maintained and yet dia 
shareholder would get 20 per cent 
more. 

'I’he question is why AID or the Gov¬ 
ernment should have gone along with 
Hjjidusian Motors. Or is it that the 
Birlas made their proposal with a per¬ 
fect sense of timing? 

Balance of Payments 


Permanent Swing ? 

TflE country’s negative trade balance 
declined from Rs 806.3 crores in 1966- 
67 to a nominal Rs 178.4 crores in 
1969-70. This improvement in trade 
balance was caused both by falling im¬ 
ports and rising exports, as a study in 
the Nov«nber 1970 issue of the Reserve 
Bank of I}idui Bulletin, just released, 
shows. Imports fell by Rs 303.3 crores 
from Rs 1,885.6 crores in 1966-67 to Rs 
1,582.3 cTorcs in 1969-70; exports in¬ 
creased l^y Rs 324.6 crores, from Rs 
1,079.3 crores in 1966-67 to Rs 1,403.9 
crores in 1969-70. Despite falling offi¬ 
cial capital loans (from Rs 887.6 crores 
in 1966-67 to Rs 656.2 crores in 1969- 
70), jising amortisation (from Rs 127.2 
crores to Rs 178.5 crores) and repay¬ 
ments to IMF (Rs 125.4 crores in 1969- 
70 against a drawal of Rs 46.2 crores in 
1966-67), there was a rise in foreign 
exchange reserves of Rs 237.9 crores in 
1969-70 against a fall of Rs 36.5 crores 
in 1966-67. 

Imports on private account declined 
marginally from Rs 739.8 crores in 
1960-67 to Rs 628.8 crores in 1969-70; 
tlie main items of decline were other 
chemicals (from Rs 52 crores to Rs 
44.4 crores) and machinery (from Rs 

152.5 crores to Rs 114.9 crores). Most 
of the decline was thus registered on 
Goveminent account, the main items 
being food (from Rs 442.5 crores to Rs 
192.1 crores) and fertilisers (Rs 97.5 
crores to Rs 63.5 crores); on the other 
hand^ increases in imports on Govern¬ 
ment account were registered in capital 
equipment (from Rs 308.2 crores to Rs 

365.6 crores) and conununication stores 
(Rs 54 crores to Rs 90.2 crores). 

Ill exports too, a xMut of the gain was 
neutralised by losses in other items. 
Gains were recorded in tobacco (from 
Rs 19.7 crores to Rs 31.9 crores). Iron 
ore (from .Rs 62.7 crores to Rs 01.1 
crores), cotton yarn and manufactures 
(from Hs 87.1 crores to Rs 118J5 crores), 
iron and sted (from Rs 23 crores to Rs 
90.7 crores) and others (from Rs 180.1 


crores to Rs 367.4 crones). The wyain 
losers were tea (from Rs 168iK crores 
to Rs 139.3 crores) and jute yam and 
manufactures (from Rs 2^.8 crores to 
Rs 204.6 crores). 

The improvement in trade balance 
was general over all areas — with ad¬ 
vanced countries as a result mainly of 
fall in imports (of wheat and machinery) 
and with developing countries as a re¬ 
sult of increase in exports. India has 
now a positive trade balance with the 
sterling area (Rs 96.3 crores ia 1969- 
70) and the rest of the non-sterling area 
(Rs 33.6 crores); yet its negative trade 
balance with the dollar area (Rs 214.5 
crores) and OECD countries (Rs 93.2 
crores) was sufficiently large to more 
than neutralise the favourable trade ba¬ 
lance with the other c'ountries. 

How pennanent is the improvenjeut 
in the trade balance recorded during 
the last four years? There is a tendency 
to be gloomy about the future, mainly 
on the basis of the poor export perfoir 
inancc in the first eight months of 1970- 
71. However, to some extent this poor 
I)crformance reficcts the continuing de¬ 
cline in our traditional export items and 
maj’kets. 

It has to be recognised that the fall 
in foodgrain imports perhaps repre¬ 
sents a pennanent, though oncc-for-all, 
gain in our fortagn trade account; re¬ 
cent moves to revive VL 480 imports 
are motivated by considerations of bud¬ 
getary support rather than by the need 
to meet a deficit in our foodgrain ba¬ 
lance. In this sense, irnp<jrts have 
reached a lower limit. However, to 
some extent the improvement in the 
foreign trade balance has been brought 
about by a fall in machinery imports — 
in other words, at the cost of develop¬ 
ment. India still imports Rs 500 crores. 
machinery (besides communication and 
other equipment). Both these facts re¬ 
flect the poverty of the current philoso¬ 
phy of exclusively emphasising non¬ 
project aid. 

Wliat about exports? Perhaps a ma¬ 
jor boost to exports can come from the 
recently aimounced Generalised System 
of Preferences. However, two facton 
need to be noted. Firstly, most cou^ 
tries have excluded items, particularly^ 
textiles, which are of mijjor interest to ' 
developing countries* export effort. Se¬ 
condly, India being a major producer 
of manufactures can orient its policies 
and efforts to take advantage of the new 
preferences. Yet the Ministry of For¬ 
eign Trade, so busy devising crash pro¬ 
grammes, seems to think that the fruits 
of the new preferences will automatl- 
calty fan into India's lap. 
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Talking Elections 

Romesh Thapar 


SPECULATION will have given way to 
political action by the time these lines 
appear in print. The candidates will 
have been chosen. The manifestoes will 
have been announced. The alliances 
and mis-alliances — will have been 
launched. Electioneering will be on the 
agenda. Everything is happening at 
such speed that the dull-witted newspa¬ 
pers are unable to keep, up with the 
unfolding of the battle. 

The political parties are waiting on 
Indira Gandhi to open the attack. The 
radio broadcast* announcing the dissolu¬ 
tion of the Lok Sabha, and the press 
conference gave no indication of what 
we are to expect. Someone has said 
with deadly precision that this is an 
age in which trysts are not sought with 
.destiny hut with defectors. In such a 
setting, we should expect the election 
tfi take place on the famUiar manipula¬ 
tive i)attem. 

Opponents in Disarbay 

There is a great deal of talk about 
landslide victories for the ruling Con- 
giess Party. And the pressure which is 
building for Congress tickets seems to 
suggest that this faith is shared wide¬ 
ly. Indeed, if Nijalingappa*s 'grand al¬ 
liance’ moves continue at the present. 


disorganised, opportunist level* a land¬ 
slide may well be developing. The spec¬ 
tacle of the Cong(O) and the SSP ad¬ 
justing with the Jan Sangh is a com¬ 
mentary on how effectively Indira Gan¬ 
dhi has thrown her political opponents 
into disarray. 

At the time of writing, the ruling 
Congress has made clear its determina¬ 
tion to go it alone. The objective is a 
straight majority. The figure of 300 
seats and more is mentioned — very 
different from the target of 150 to 180 
mentioned by the pollsters. Indira 
Gandhi is bound to make adjustments 
regionally. She cannot afford to throw 
away seats. So far, the response to her 
moves has been good. Only the BKD is 
playing with unexpected cunning. If 
the BKD begins to crumble, for one 
reason or another, -a landslide in the 
North is certainly on the agenda. The 
erosion in Gujarat and Mysore only 
herald the landslidEe further south. 

Interestingly enough, few people are 
taking any serious note of the Left. The 
PSP is largely with the Congress. The 
SSP is locked in some strange game 
with the Jan Sangh. The CPI is compel¬ 
led to adjust with the ruling Congress 
Party. The CFM is busy salvaging its 
flanks from the Naxal factions. Is the 


organised Left going to be soundly bea¬ 
ten at a time when the country is mo¬ 
ving Left? This loaded question will 
be an.swered in the affirmative if during 
the next few days the ruling Congress 
is able to forge a mass line linked to 
the everyday problems of the people 
and is not diverted into high sounding, 
meaningless slogans. A mass line, based 
on new priorities, would revive faith. 

Although the ruling Congress lead¬ 
ership claims that it is well prepared for 
the elections, the claim is relative. The 
preparations may be in advance of 
other parties, but they lack the back¬ 
ing of rigorous thought and planning. 
Indira Gandhi’s reluctance to place con¬ 
fidence in individuals, let alone groups, 
creates a gap iu i)olitical planning which 
is serious. It w'ould be disastrous if 
the opposition parties could work them¬ 
selves to a more advanced level of or¬ 
ganisation. 

Coherent Mass Line, Not Slogans 

The way in which the State elections 
have been separated from the Central 
is illustrative of how crudal develop¬ 
ments occur In an anarchic land of 
way. Some ten days ago, it appeared as 
if this objective would be defeated by 
the announcing of snap elections in cer¬ 
tain States. Others might have follow¬ 
ed suit, because, after all, funds are 
limited and parliamentary constituen¬ 
cies are dependent on the grass-roots 
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organisation of their assembly ocmstitu* 
encies. Now, it looks very mudi as if 
the electorate will think only of the Lok 
Sabha elecHons to the Centre — which 
certainly strengthens the chances of 
Indira Gandhi and the ruling Congress 
Party by blunting the regional pulls and 
pressures. 

Somehow, Indira Gandhi and her col¬ 


leagues have to persuade the people of 
India that at this crucial juncture it 
would be gravely damaging to Hie fu¬ 
ture of the country to splinter the vote, 
to open the door to unstable coalitions 
wliich would not be able to grapple with 
the mounting problems of an under¬ 
developed situation. This persuasion can 
be done only through a coherent mass 


line which avoids easy slogans and is 
meaningful. Massive sanctions for a 
mass line would speU political and eco¬ 
nomic health. 

And, so, we keep talking elections. 
Soon, the battle will be joined. The 
talk will be replaced with action — or, 
at least, we hope... 

January 4 










MABKEtS 


Stock Market: No More a Barometer 

NIshtar 


THE stock market has opened its 
account for the New Year on an opti¬ 
mistic note. It has staged a sizeable 
recovery from its December low. That 
the market should not have allowed 
itself to be the least peiturbed by 
political uncertainties in the wake of 
the dissolution of Parliament for a 
mid-term poll, may appear somewhat 
intriguing. But the stock market baro¬ 
meter has long since ceased to registej 
changes in the political weather. This 
is evident from the behaviour of Lyons 
Range which has kept calm and re- 
■ markably steady amidst increasing 
Naxalite tenoiism and a deteriorating 
law and oider situation in West Ben¬ 
gal 

. Quite possibly, the market might 
not have been able to put up such a 
good show if the corporate nows had 
not been pleasing. Delhi Cloth, In¬ 
dian Dyestuff, Hindustan Motors. 
Food Specialities and Automobile Pro¬ 
ducts of India—to mention some 
names—have had good nows for their 
shareholders. The marked change «n 
Hading sentiment rs in no small mca- 
suie due to the announcement of a 
series of bonus issues. Equity prices 
have staged a quick recovery on selec¬ 
tive support and scarcity of ofl'cringa 
and gains recorded by some shares 
have been really impressive. 

That the market should have push- 
tfd Its way through blinding political 
fog is perhaps not without signilic- 
ance. Judging from its current mood, 
the market seems inclined to push its 
way further up. But with the econo¬ 
mic prospect blurred by political fog, 
bulls are unlikely to assume an ag¬ 
gressive posture.. Political uncertain¬ 
ties apart, the economic situation is 
not without disturbing features. In¬ 
dustrial production and exports are 
running well behind targets and infla¬ 
tionary pressures have acquired a new 
dimension. The price spiral is now 
beginning to eat into industry's mar¬ 
gins and the worst affected are the 
controlled industries. However, since 
the presentation of the Central Budget 
IS likely to be delayed by some two 
months, on account'of the election to 
the Lok Sabhk, the stock market could 
afford to relax a little. 


Cotton 

Never So Good 


COTTON prices have continued to 
skyrocket on sustained spinner inquiry 
and poor offerings. Because of the 
sellers’ market in cloth, mills have 
been concerned more with the availa¬ 
bility of raw material than about 
prices. The massive import pio- 
graxnme, stock limits, credit curbs, ban 
on futures trading in *kapas', and re¬ 
strictions on forward deals (non trans- 
fcriable spccilic delivery contracts) 
have failed to arrest the rising trend 
m prices. 

Many tiaders have suffered heavy 
los.ses. It is not only the traders who 
had effected sales to mills without 
covering their positions who have come 
to grief. Even those who had fully 
covered tlieir positions have also suf¬ 
fered, because the parties from wh(>m 
they had contracted to buy cotton 
have failed to honour their commit¬ 
ments. It is only the cotton giowers 
and the co-operative markeling socie¬ 
ties who have been having a really 
good time. The worst aflected is the 
inaiticulate consumer of cloth, who 
docs not even figure in the discus¬ 
sions on the cotton crisis. 

Cotton crop estimates have been 
revised further down following adverse 
weather conditions in Maharashtra, 
Madhya Pradesh and Gujarat. Accord¬ 
ing to the latest trade estimates, the 
crop is not expected to exceed even 
50 lakh bales. For the first time per¬ 
haps, trade estimates are running be¬ 
low the official estimates, but who ever 
takes official estimates seriously? The 
downward revision of crop estimates 
provides only a part of the explanation 
for the fantastic boom in cotton prices 
which have risen by Rs 900 to Rs 
1,300 a candy during the past four 
months. The rise has occurred in the 
midst of the marketing season. 

The cotton market would not have 
behaved the way it has if trading con¬ 
ditions in the piecegoods market had 
been less favourable. That even the 
Government-run sick milts should 
have been able to put up their prices 
in a big way is an indication of the 
near-famine conditions in the piece- 
goods market. The Tamil Nadu Gov¬ 


ernment has warned that it miglit 
have to introduce some **drastic steps’* 
to ensure that yarn, especially the 
coarser counts, is made available to 
the weaver at '^reasonably low rates’*. 

Cloth and cotton prices have been 
chasing each other in a vicious circle 
and the cotton price boom has as¬ 
sumed disturbing proportions. Effec¬ 
tive control on cloth prices could have 
kept cotton prices under check. But 
Government did not even bother to 
tighten partial statutory control through 
the removal of the escajTe clause under 
which mills can get away from the 
manufacture of controlled cloth by pay¬ 
ing a small penalty of six paise a 
square metre. Planned reduction of 
cotton consumption could have been 
another measure to reduce undue pres¬ 
sure on available supplies. But even 
this did not find favour with Govern¬ 
ment because of its likely impact on 
production and employment. 

Government has sought to meet the 
situation through massive imports of 
fibre involving huge expenditure ol 
valuable foreign exchange. It has al¬ 
ready released for import 1.5 lakh 
bales of staple fibre and 6,73 lakh 
bales of cotton made up of 4.5 lakh 
t>ales of global cotton and 2.25 lakh 
bales of US cotton of which one lakh 
bales are being purchased on a com¬ 
mercial basis and the balance is ad¬ 
justable against future allocations 
under PL 480. Negotiations for im¬ 
port of 3.75 lakh bales of cotton under 
PL 480, are icported to be in an ad¬ 
vanced stage. Efforts are also being 
made to obtain substantial quantities 
of polyester fibre from Japan against 
unutilised yen credit. 

In all, Government intends to im¬ 
port 13.25 lakh bales of fibre to en¬ 
sure adequate supiily of raw material 
to the cotton textile industiy. New 
Delhi could not have been more hbe- 
lal. ArrivaJ.s of foreign cotton so far 
have, been small however, and for this 
the mills and the import trade are large¬ 
ly to blame; arrivals have been poor* 
despite timely announcement of quo¬ 
tas. Out of the 2.25 lakh bales of 
US cotton alieady released for import, 
35,000 bales have been reserved, for 
import by the Cotton Corporation to 
be distributed among exporting units. 
This should provide the Corporation 
an opportunity to demonstrates that it 
can handle imports efficiently. 

If all the 13.25 lakh bales of cotton 
and staple fibre are received during 
the season, it would make good the 
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anticipated shortfall in indigenous pro¬ 
duction. The authorities would do well 
to carefully assess the possibility ot 
timely imports. If they are not quite 
certain about this, they should Jose no 
time in enforcing a suitable cut in 
cotton consumption to t‘nsure equiia- 
ble distribution and also to keep pri¬ 
ces under check. U the indigenous 
crop turns out to be better than is 
being forecast by the trade, iirported 
cotton can be used fen building up 
a liulTei stock. 

Maliiuashtra’s C'hief Munster Naik 
stated the other day that, only a 
guaranteed fair price would mcouiage 
cotton gtoweis l<.) take to new varie¬ 
ties foi improving quality and in¬ 
creasing the per acre yield, Ihe occa¬ 
sion was the; annual meeting of the 
Mahaiashlra State Co-opeiati\c Mar¬ 
keting bcdeiation. One cannot help 
expressing amusement ovei talk (>f 
‘guaranteed fair pi ice’ when grov'cis 
have ncvei had it so good. How could 
cotton juoduclion have suffered lai 
account r)f uni emunerati VO pi ices when 
cotton has since long had a selU rs' 
market. What the farmei needs is the 
right inputs at the right linns and at 
prices he can atfoid. 

Oilseeds 


Who’s Bothered about 
Margins? 


OILSREHS and oil prices continue to 
soar. Since about the middle of De* 
cembci, linseed Apiil has moved up 
from Rs 156 to Ks 172, castor April 
from Rs 132.23 to Rs 149.23, and 
cottonseed Januaiy from Rs 87 to Rs 
91—all per quintal. During the same 
f>eriod, groundiiul oil has risen from 
Rs 4,130 to Rs 4,62.3 (pei tonne), 
linseed oil born Rs 4,400 to Rs 4,723, 
and castoi oil (commercial) (rom Rs 
b65() to Rs 4,100. With castor and 
linseed futures crossing the second 
marginal line at Rs 143 and Rs J70, 
iespcctivel>, bulls have to pay a n ar 
gin at the latf of Rs 8,000 and Ps 
10,000 per unit of tiading of 10 tonnes. 
But who jeally bothers about the mar¬ 
gin when piiccs are firmly set on an 
upward course? And to think that 
si)CCul,ators pay the full margin is to 
underrate tlicir ingenuity. 

Oilseeds puces have been moving 
highei and lughei for a long while- - 
record groundnut crop notwithstand¬ 
ing. More leccntly, the upward trend 
has gathered fresh momentum on 
fears of likely damage to rabi crops— 
mustard and rapeseed, linseed and 


castor — due to absence of rains in 
northern India. Crop ideas will have to 
be revised downward if the dry sp<41 
persists for another fortnight or so. 
Bullish sentiment has also been aided 
hy recediug hopes about soyabean oil 
supplies under PL 480. 

Bulls have tightened their hold on 
the market in the belief that the care¬ 
taker Government at the Centre is 


AUTOMOBILE PRODUCTS OF 
INDIA has been given a ‘letter of in- 
t( nt’ for the manufacture of 25 IIP 
liaclois ill UP in c'ollaboiation with 
British Lcyland of Scotland. This pro¬ 
ject is likely to be taken up by a new 
company. The government has decid¬ 
ed in principle to grant the company 
a licence tor expansion of scooter capa¬ 
city to 48,000 units which, with the 
pciinitted latitude of 25 per cent, will 
enable it to produce 60,000 units per 
annum. Last year, the company pro¬ 
duced 24,440 scooters. Discussions 
are also being held with other parties, 
including some State guvemments, in¬ 
terested in manufactuiing scooters with 
a view to .supplying them technical 
knowliow and components. Export 
maikets aic being promoted in Ceylon 
and Malaysia by sending ‘completely 
knucked down’ packs for being as¬ 
sembled in those countries. Similar ar- 
jang<m)ents are likely to be made in 
Kenya and Nigciia. API’s application 
lor e.xpansion ot the clutch and brake 
ilivision has also been approved in 
principle. It is intended to shift the 
entire operations ot this division to 
Aurangabad, a developing area of 
Maharashtra, with a view to securing 
substantial financial assistance from the 
State C^rverinncnt and releasing space 
in the cxi.sting factory at Bhandup in 
Bombay foi the proposed expansion of 
the scooter division. The transfer of 
manufacturing facilities can be com¬ 
pleted by iTiid-1972 without loss of pro¬ 
duction in the process. 

During the year to July 1970, API'-s 
tiiinovcr increased from Rs 10.25 crores 
to Hs 11.10 crores but, with margins 
widened, gross profit expanded from 
Hs 23 lakh.s to Rs 54 lakhs. Net profit 
was Us 21 lakhs against a deficit of 
Rs 4 lakhs previously. The 10 per cent 


unlikely to do anything which will 
pu.sh down prices of agricultural com¬ 
modities as that would displease the 
farmer. Oilseeds prices have never 
ruled so very high at this time of the 
season. And the way commodity prices 
are being rigged all-round, makes one 
wonder whether this is not a part of 
the grand strategy to discredit Indira 
Gandhi’s Government. 


distribution was covered 1.9 times and 
jcturu on total funds employed in busi¬ 
ness woikcd out at 2 6 per cent. 

Efforts made to stieamlinc opciations 
of the Lucknow division aie likely to 
yield a small pioCt liom it in 1970-71. 
Must of the company's collaboialion 
agie<TiJcnts witli foreign films liuvc 
either expired or aie due to expire 
shortly. The inanageincTit has made 
airangeiiients to r<Jtain collaborations 
on fixed ictainer l(x*s with greater ex¬ 
port lights, iVuposals on these lines 
have been submitted to tlio Govern¬ 
ment loi approval. The lights issue 
made on a one-foi-four basis was over¬ 
subscribed. During 1969-70, tlie com¬ 
pany concluded delcrred-payment 
agiecments with Innocenti and other 
Italian suppliers of raw materials foi 
scooter manufacture for an aggregate 
amount of Rs 44 lakhs. Further defer¬ 
red payment contracts were entered in¬ 
to in the current year. F K F Nariman 
was appointed as additional'director of 
the company on November last. Ho was 
the chaiiman and managing director of 
Union Bank of India Ltd mitil na¬ 
tionalisation of banks. After nationali¬ 
sation, he was till recently the Custo¬ 
dian ot the Union Bank of India. API’s 
chairman, M A Chidambaram, says 
tliat costs of both labour and materials 
have considerably increased. He is 
hopefully looking forward to the re¬ 
commendations of the Commission set 
up to examine the cost/prfte question 
in regard to the automobiles. 

CHEMICALS AND FIBRES OF 
INDIANS application for a Tetter of 
intent’ for polyester fibre manufacture 
was rejected, but the company is seek¬ 
ing reconsideration *^on the grounds of 
the reduced foreign exchange require¬ 
ments arising from the improvements in 


COMPANIES 


Better Margin Despite Cost Hike 

Hansavivek 
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technology made'during the two and a 
half years that have elapsed since the 
original application was fo^warded*^ 
After prolonged negotiations, agreement 
was finally reached with Government on 
terms for increase in the association of 
Indian capital in the letter of intent' 
condition for expansion to 6.100 tonnes 
per annum (partly by a rights issue to 
shareholders resident in India and 
partly Ijy an offer of new shares to the 
Indian pnblicO, hut there is “continuing 
delay" in the issue of D a^ad R licence. 
The dircctois ’say that the expansion 
cannot now be commissioned before 
the last quarter of 1971 even if the li¬ 
cence were issued immediately. There 
is labour unrest in the factory, and the 
Union has resorted to various “agita¬ 
tional measures". Tlic Union's charter 
of demands was takcM up for bilateral 
negi^tiations at tbe industrial tribunal's 
suggestion, but no agreement could be 
reached “despite a number of conces- 
sitms by the company". 'J'he case wms 
vefeiJcd l^ack to tbe tribunal where a 
new judge began proceedings aficsh. 
During the year ended Stjptember 
1970, CAKT raised production capacity 
to 25 per cent over the licensed capa¬ 
city and maintained a high proportion 
of finer denier fibre. A new 1.2 
denier fibre was also added to the sell¬ 
ing range. With .further increase in the 
1970 bndgel by an additional Rs 533 
per kg on ‘terene* fibre of 2 denier and 
finer and an ad valf^rem duty of 10 per 
cent on fabiic witJi a polyester content 
of over 00 per cent, the total excise duty 
borne by ‘terene fibre in the finished 
fabric foiTii lies “between Rs 30 and Rs 
86 per kg". CAPI’s total sales were 
Hs 32.03 croies against Rs 25.06 crorcs 
in tbe previous year, aad without ex- 
^'ise duty they weie Rs 14.64 crores 
against Rs 12.33 crores. Margins 
slipped noticeably and gross profit 
turned out to be a shade lower at Rs 
4.07 crores. Net profit was Rs 1.67 
crores (Rs 2.01 crores) but covered tbe 
27.5 per cent dividend on the capital 
enlarged by a t\vo-for-five bonus issue 
1.2 times and gave a return of 17 per 
cent on the total funds employed in 
business. Exports of 'terene' blended 
fabrics and garments at Rs 90 lakhs 
were 11 per cent up over the year. 
Sales promotion over the past 18 
months has begun to re.sult in exclusive 
fabric and gannent orders from the so¬ 
phisticated market of Western Europe 
and America. 

CAFI's chairman,.A W Hamer, com¬ 
plains of “rapid escalation" in the price 
of Indian ethylene glycol. He hopes 
that when, DMT becomes available from 


IPCL early next year, the wide gap 
between Indian and intematiooa] prices 
of raw materials will be narrowed. De¬ 
lay in issue of D and R licence and 
capital goods licence for CAFTs plant 
extensions has led to "a great foreign 
exchange drain on imports, an increase 
of 10 per cent in the cost of imported 
equipment for our expansions, and a 
loss to the Internal Revenue of upto Rs 
5 crores on the additional production 
lost for one year". 

EAST INDIA HOTELS is raising addi¬ 
tional capital of Rs 1.34 crores — Rs 
1.07 crores in equity shares of Rs 10 
each and Rs 27 lakhs in 9.5 per cent 
cumulative non-redeemable preferences 
of Rs 100 each to find part of finance 
for its Rs 0.53-crore project for construc¬ 
tion and operation of a luxury hotel at 
Nariman Point in Bombay overlooking 
the Arabian Sea, Preference sbart*^ 
woith Rs 21 lakhs and equity worth Rs 
62 lakhs were issued in February last 
as part of a lights issue. The balance 
funds of Rs 4.35 crores will come as 
a long-teiTn loan from US AID. Of the 
picsent Issue, C(iuity .shares worth Rs 
53 lakhs and preference shaics worth 

The Week’s Companies 


Rs 7 lakhs have been reserved for 
lotmcnt to Sheraton International of the 
US in terms of the collaboration agree¬ 
ment. The balance equity shares 
worth Rs 55 lakhs and preference 
shares worth Rs 20 lakhs are being ol- 
ferred to the public for subscription at 
par. The whole of the public issue Is 
iully underwritten by stockbrokers. The 
subscription list will oiien on January 18 
and close on January 28 or earlier, but 
not before January 21. Over the past 5 
years ended March 1970, EIH expand¬ 
ed its turnover from Rs 59 laklis to Rs 
437 lakhs and its working results 
improved from a trading deficit of Rs 
3 lakhs to a surplus of Rs 63 lakhs. 
The company expects to be able to 
maintain equity dividend at 10 per 
cent on the enlarged capital. The 32- 
storeyed 5-star hotel, to be called 
Hotel Oberoi Sheraton, is expected to 
be commissioned by 1072. It will be 
fully air-conditioned and will have 400 
rooms, five restaurants, a discotheque, a 
laige shopping centre, a health club and 
a swimming pool. M S Oberoi, chair¬ 
man, envisages bright prospects for the 
new hotel which will earn considerable 
for<‘ign exchange for the country. 


(Rs in lakhs) 


API 


CAFI 


Paid-up capital 

Reserves 

Borrowings 

of which Term borrowings 

Cl OSS fixed assets 
Net fixed assets 
Investments 
Current liabilities 
Current assets 
Stocks 
Book debts 

Net sales 
Other income 
Raw material co.sts 
Wages 
Interest 

Gross profit( 4* )/los.s( —) 
Depreciation provision 
Tax provision 
Net profit( + )/loss( —) 
Development rebate provision 
Transfer to reserves 
Dividend 
Amount 

Rate (per cent) 

Covei^ (times) 

Ratios (per cent) 

Gross profit/sales 

Net profit/capital employed 

Inventories/sales 

Wages/sales 


^atest Year 

Last Yeoj* 

Latest Ye.ir 

Last Year 

(31.7.70) 

(31.7.69) 

(31.7.70) 

(31.7.69) 

130 

130 

490 

850 

116 

100 

277 

304 

378 

356 

216 

108 

84 

86 

— 

— 

554 

479 

6.30 

002 

369 

335 

44:2 

o 

433 

o 

364 

325 

123 

148 

624 

581 

506 

556 

383 

37.5 

442 

492 

104 

100 

117 

106 

1092 

1015 

3203 

2506 

18 

10 

4 

2 

699 

674 

551 

498 

178 

178 

69 

68 

37 

33 

22 

12 

54 

23 

407 

407 

32 

27 

54 

52 

■—liJO 

_ 

186 

154 

+ 20.50 

—4 

167 

201 

7 

7 

3 

. 2 

2 

—■ 

29 

110 

8 

8 

135 

66 

10 

10 

28 

28 

2.50 

— 

1.2 

- 2.2 

4.92 

2^6 

12.7 

16.3 

8.28 


17.0 

23.5 

35.09 

37.00 

13.8 

16.2 

16.30 

15d$3 

2.2 

2.3 
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Ecdi^Mic Aim wii^^ 


WithITC, 

impoit sidMSiiliillMi 
and self-ieUance 
are a tiadidon and 
acMmviction 



Indit Tobacco Co. Ltd. and its sister organisation and tobacco 
supplier, Indian Leaf Tobacco Development Co. Ltd., have 
followed a positive policy of import substitution and self* 
reliance in every aspect of their operations-for years. 

Pioneers in manufacturing and self-sufficiency, they have 
actively encouraged and assisted the formation and develop¬ 
ment of a number of small and middle sector ancillary 
industries, manufacturing process machinery and all material 
required to pack and present cigarettes to the publi-. 

This assistance, made at a time when virtually no restrictions 
on imports existed, has included technical knowhow and 
expertise obtained from abroad, research and development 
facilities, facilities for fabrication of process machinery, 
guarantees of offtake, and, where necessary, indirect financial 
assistance. 

The result: all originally imported—board for making packets 
has been locally available since 1945, cigarette paper since 
1951, transparent film for wrapping packets since 1957, 
corrugated card board boxes for transportation since 1962 
and falter tips since 1963. 

ITC extended similar facilities to Indian machinery manufac* 
turers, who have as a result, been fabricating spare parts 
since 1963 for primary and secondary tobacco manufacturing 
machinery. Today, almost all primary and some of the 
secondary machinery are also being made in India. 


India Tobacco Co. Ltd. and Indian Leaf Tobacco Develop¬ 
ment Co. Ltd. together started the cultivation of flue cured 
Virginia tobacco in India in 1920, thereby making a periiganent 
and continuing contribution to a self-reliant economy. 


A 


Today, the cigarette industry is almost totally self-sufficient, 
largely due to India Tobacco’s near single-handed and 
dedicated efforts to this end. 


India Tobacco Company Ltd. 


rrc/pa-it 
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THtlS IS disfiv AN ANNOUNCEMENT AND NOT A PftOSPECTUS 




THE EAST INDIA HOTELS LTD. 


r 


Registered Office : 4, Mangoe Lane, Calcutta-1. 

Incorpoiated on 26th May, 1949 under the Indian Companies Act, 1913. 

Announcement Regarding the Issue of 10,72,333 Equity Shares of Rs. 10/- Each and 26,904 — 9.5% 
Cumulative Non-Redeemable Free of Company Tax Preference Shares of Rs. 100/- Each 

Persons interested in full details may obtain copies of the Prospectus and Application Forms from the Offices of tiie 
Brokers, Underwriters and Bankers to the issue mentioned hereinafter. 

The Subscription List will Open at the Commencement of Banking Hours on Monday, the 18th January 
1971 and Will Remain Open Until the Close of Banking Hours on Thursday, the 28th January, 1971 or 
Earlier at the Discretion of the Company’s Directors But Not Before the Close of the Banking Hours on 

Thursday, the 21st January 1971 


EXISTING AND PROPOSED 
ACTIVITIES OF THE COMPANY : 

The Company was promoted by Rai Bahadur M.S. Obcioi, 
and Messrs. Oberoi Hotels (Fndia) Pvt. l td. in May 1949 wilh 
a view io constructing, owning and running, and developing 
hotels and restaurants of various grades in India, and also to 
develop and operate ancilliary businesses. In 1956 the Company 
acquired a site adjacent to the Golf Course in New Delhi where 
in collaboration wiih Intercontinental Hotels Corporation, 
New York, U.S.A. (a wholly owned subsidiary of the Pan 
American Airways) the \r!ompany constructeil the Obcioi 
Intercontinental "Hotel. In the same year the Company tv^ok 
on lease the Maharaja''^ palace in Srinagar and converted it 
into the Oberoi Palace Hotel. 

In 1968 by a scheme of merger, approved by the Calcutta 
High Court the Obeioi Grand, Calcutta; Oberoi Mount Everest, 
Darjeeling; Oberoi Maiden’s, Delhi; Oberoi Cecil, Simla and 
Oberoi Palm Beach, Gopalpui-on-sea; which weie owned 
and operated by Associated Hotels of India Ltd., and Hotels 
(1938) Private Ltd., were merged with the Company. Under 
the same scheme, the Company also took over the entire shares 
of one of the leading travel agencies in this country—Mercury 
Travels (India) Ltd. In 1966, the Maharashtra Govt, allotted 
to the Company a very valuable site at Nariman Point in Bom¬ 
bay for the construction of a luxury hotel. The Company has 
already started construction of the Oberoi-Sheraton Hotel at 
the site. When completed the Oberoi-Sheraton will have 400 
rooms, five restaurants, a discotheque, a large shopping complex, 
a health club, swimming pool and will be fully airconditioned. 
The Company at present owns and operates the following 
hotels :— 


Oberoi-Intercontinental, New Delhi. 
Oberoi-Grand, Calcutta. 
Oberoi-Maiden’s Delhi. 

Oberoi-Cecil, Simla. 

Oberoi-Palacc, Srinagar. 
Oberoi-Paliti-beach, Gopalpur-on-sca. 


FOREIGN COLLABORATION: 

1. Sheraton Internatjonal, Inc. U.S.A. 

For the construction of the Oberoi Sheraton, Bombay, the 
Company has entered into a Collaboration Agreement with 
Sheratijm International, Inc., Boston, U.S.A, who have the 
largest chain of hotels in the world with more than 450 Hotels 
aad properties under their control. 


2. Intercontinental Hotels Corporation, U.S.A. 

The Company has collaboration arrangements for its 
Oberoi Intercontir.ental Hotel, Nev Delhi - ith Intercontinental 
Hotels Corporation, New York, U.S.A, 

BOARD OF DIRECTORS : 

Rai Bahadur M. S. Oberoi, 

Hotelier, 

C/o. Grand Hotel, Calcutta-1.3. 

Chairman anti Managing Director. 

Chairman of; Obcioi Hotels (India) Pvt. Ltd., 

Mercuiy Travels (India) Ltd,, 
and others. 

Hony. President, Fctleration of Hotels & Restaurants Associa¬ 
tion. 

M. L. Khaitau, 

Solicitor, 

226/1 Acharya Prafulla Chandra Road, Calcutta. 

Director of : South India Insurance Co. Ltd., 

American Refiigcrator Co. Ltd., Jay Engineering Works and 
others. Committee Member Federation of India Chamber of 
Commerce. 

Dr. R. C. Cooper, 

Chattered Accountant, 

D‘4 Palacimo, Silver Oaks Estate, Dluilabhai Desai Road, 
Bombay-26. 

Director of: Poisons Ltd.. 

The Central Bunk of India Ltd., Shrec Ram Mills Ltd. and 
others. Member of the Managing C^'ornmittec Federation of 
India, Chamber of C’ommcrcc. 

L. M. Thapar, 

Industrialist, 

35/1 Ballygunge Circular Road, Calcutta. 

Chairman of; Greaves Cotton & Co. Ltd., 

Shrcc Gopal Paper Mills Ltd. Director of: Oriental Bank of 
Commerce Ltd. United Collieries Ltd. Member of the 
Managing Committee Punjab, Haryana & Delhi Chamber of 
Commerce & Industries. 

A. L. Sahgal, 

Chartered Accountant, 

1 Ring Road, New Delhi. 

Director of : Pupjab Textile Mills Ltd. 

Hindustan Transmission Products Ltd. and others. 
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B. M. Gogte 

Industrialist, 

146 Tilak Wadi. Belgauni. 

Director of: Maharashtra Mineral Corporation Ltd., 

Pulco Foundries Pvt. Ltd. and others. 

L. K. Panday, 

Stock Broker. 

Bank of Maharashtra Bldg., 45/47 Apollo Street, Bombay-I. 
Director of: Graucr & Weil (India) Ltd. 

Hypine Carbons Ltd. Freight Carriers Pvt. Ltd. Ramon & 
Demm Ltd., and others. 


D. N. Kapur, 

Stock Broker, 

6 Lyons Range, Calcutta-J. 

Managing Director of: Place Siddons & Gough Pvt. Ltd. 
Director of : Asiatic Oxygen Ltd. J.K. Steel Ltd. 

Bengal Coal Co. Ltd. and others. 


3,950 9.5% Redeemable Cumulative 

Preference Shares of Rs. 100/- 
each have been allotted as fully 
paid up pursuant to a contract 
without payments being recei¬ 
ved in cash Rs. 3,95,000 

12.45,334 Equity Shares of Rs. 10/- each 
fully paid up including 6,43,825 
shares of Rs. 10/- each allotted 
as fully paid up pursuant to a 
contract without payments be¬ 
ing received in Cash and 36,344 
shares allotted as fully paid up 
in terms of the order of the High 
Court at Calcutta dated the 9th 
September 1968 under the sche¬ 
me of Compromise or Arrange¬ 
ment without payments being 
received in Cash Rs. 1,24,53,340 


6,21,917 Equity Shares of Rs. 10/- each 
on which Rs. 5/- per share called 
up Rs. 31,09,585 


S. M. Dahanukar, 

Industrialist, 

Industrial Assurance Bldg., Churchgatc, Bombay-20. 
Director of: Bharat Commerce & Industries Ltd., 
Hindustan General Insurance Society Ltd. 

Indian Merchants Chamber Bennett Coleman & Co. Ltd, and 
others. 


SHARE CAPITAL : 

Authorised: 

1,(X).000 9.5% Cumulative Non-ReJeem- 

ablc Preference Shares of Rs. 



1(X)/- each 

Rs. 

1,00,00,000 

25,000 

9.5% Redeemable Cumulative 
Preference Shares of Rs. 100/- 
each 

Rs. 

25,00.000 

32.50,000 

Equity Shares of Rs. 10/- each 

Rs. 

3,25,00,000 



Rs. 

4,50,00,000 

Issued : 




70,906 

9.5% Cumulative Non-Rcdccni- 
abfe Preference Shares of Rs. 
100/- each 

Rs. 

70.90.600 

3.950 

9.5% Redeemable Cumulative 
Preference Shares of Rs. 100/- 
each 

Rs. 

3,95.000 

20,18,001 

Equity Shares of Rs. 10/- each 

Rs. 

2,01,80,010 



Rs. 

2.76,65,610 


Subscribed and paid-up: 

35,160 9.5% Cumulative Non- Redeem¬ 
able Preference Shares of Rs. 

100/- each full> called up includ¬ 
ing 19,810 shares allotted in 
terms of the order of the High 
Court, Calcutta dated 9th Sep¬ 
tember, 1968 under the scheme 
of Compromise or Arrangement 
without payments being received 
in Cash Rs. 35,16,000 

♦21,091 9*5% Cumulative Non-Redeem- 

able Preference Shares of Rs. 

100/- each on which Rs. 50/- 

each called up Rs. 10,S4»550 




Rs. 

2,05,28,475 


Less calls in arrears 

rT" 

2.90.675 



Rs. 

2,02,37,800 

*Note 

: Tliese do not Include the monies 
received in respect of 750 Equity 
Shares and 5 Preference Shares 
the allotment of which is pend¬ 
ing due to a direction from the 
Calcutta High Court 



PRESENT ISSUE: 



10.72,333 

Equity Shares of Rs. 10/- each 

Rs. 

1.07,23,330 

26,904 

9.5% Cumulative Tax Free 
Non-Redccmable Preference 

Shares of Rs. 100/- each 

Rs. 

26,90.400 



Rs. 

1,34,13.730 


OUT OF THE PRESENT ISSUE: 

5,25,000 Equity Shares of Rs. 10/- each 
are reserved for allotment for 
cash to Sheraton International 
Incorporated Boston, U.S.A. in 
terms of Collaboration Agree¬ 
ment with them Rs. 52,50,(XX) 

6,750 9.5 % Cumulative Non-Redeem- 

able Preference Shares of Rs. 

100/- each (Free of Company’s 
tax but subject to deduction of 
tax at source at the prescribed 
rate) arc reserved for allotment 
for consideration otherwise than 
in cash to Sheraton Interna¬ 
tional Incorporated, Boston, 

U.S.A. being their technical 
know-how fees in terms of Col¬ 
laboration Agreement with them Rs. 6,75,000 

NOW OFFERED TO PUBLIC FOR - 
SUBSCRIPTION FOR CASH AT PAR : 

5,47,333 Equity Shares of Rs. 10/- each Rs. 54,73,330 
20,154 9.5% Cumulative Non-Redeem- 

ablc Preference Shares of Rs, 

100/- each (Free of Company’s 
tax but subject to deduction of 
tax at source at the prescribed 
rate). Ra. 20.15,400 

Rs. 1^^3,730 
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Jimiafy lOTl 


TERMS OF PAYMENT: 

Application for shares must be for a minimum of 50 
Equity Shares or multiples thereof and in the case of Preference 
Shares the application must be for a minimum of 5 shares or 
multiples thereof and the amount payable on the respective 
shares shall be as follows 


Norandas & Sons, 

Union Bank Bldg., 

Dalai Street, Bombay 1. 

Amrit Lai Baja) &. Co., 
United fndia Life Bldg., 

‘F’ Block, Connaught Place, 
New Delhi*]. 


2 ^, 000 /. 


2,50,000/- 


EQUITY PREFERENCE 

On Application Rs. 2.50 per share Rs. 25/* per share 

On Allotment Rs. 2.50 per share Rs. 25/- per share 

The balance of Rs. 5/- per Equity Share and Rs. 50/- per 
Preference Share shall be payable in cash in such calls as may 
be determined b> the Board of Directors of the Company pro¬ 
vided that no Call shall e^cceed one-fourth of the nominal amo¬ 
unt of the share or be made payable within two months after 
the last preceding call. Calls shall be made proportionately and 
simultaneously for both the Equity and Preference Shares. 


OBJECT OF THE ISSUE : 

The proceeds of the present issue would be utilised prin¬ 
cipally to provide a part of the finance required for constructing 
the new Oberoi-Sheraton Hotel in Bombay. 


Batlivala & Karani, 

Union Bank Bldg., 

Dalai Street, Bombay 1. 

Vaiji Bhioiji, 

Stock Exchange Old Bldg., 
Dalai Street, Bombay 1. 

Stewart & Co., 

14 India Exchange Place, 
Calcutta. 

D. S. Purbhoodas & Co., 
New Stock Exchange Bldg., 
Apollo Street, Bombay 1. 

Paterson & Co., 

Vanguard House, 3rd Floor, 
11/12 Second Line Beach, 
Madras-1. 


2 , 00 , 000 /- 


2 , 00 , 000 /- 


1,50,000/- 


1,50,000/- 


1,50,000/ 


COST OF THE PROJECT AND 
SOURCES OF FINANCE : 

The total capital expenditure of the new project of cons¬ 
tructing the Oberoi-Sheraton hotel in Bombay is esliinaled 
at Rs. 6,52.50,000/- This outlay is proposed to be financed 
out of the share capital of the Company Rs. 2,17,50,000/- and 
from the Long Term Loan from US Agency for International 
Development amounting to Rs. 4,35,00,000/-. 


Harbans Singh Mehta & Co., 1,50,000/- 

33 Regal Bldg., Parliament 
Street, New DeIhi-1. 

Beharilal & Co., 1,00,000/- 

15, Slock Exchange Bldg., 

Asaf All Road, New Delhi. 


Total 54,73,330/- 20,15,400/- 


UNDERWRITERS : . 

The present*issue of 5,47,333 Equity Shares of R*-’. 10/- 
each and 20,154—9.5% Non-Redeemable Cumulative Pre¬ 
ference Shaies of Rs. 100/- each (f ree of Company’s tax but 
subject to deduction of tax at the prescribed rate) offered to 
public for subscription for cash at par have been fully under¬ 
written as follows 


In the opinion of the Directors, the resources of the Under¬ 
writers aie sufllcient to discharge their respective underwriting 
obligations. 

SOLICITORS TO THE ISSUE: 

Little & Co., 

Central Bank Building. Mahatma Gandhi Road, Bombay-1. 


Name of 
Underwriters 


Champaklal Devidas 
• Bhupen Chambers, 
Dalai Street, Bombay. 


Equity Preference 


AUDITORS : 


Rs, Rs. 

9,00,000/- 


Ray & Ray, 

Chartered Accountants, 6, Church Lane, Calcutta-!. 


BRANCH AUDITORS : 


L. K. Panday, 8,73,330/- 

Bank of Maharashtra Bldg., 

Apollo Street, Bombay. 

Asim Stock-Technique, 7,00,000/- 

89 Nagdevi Street, Boinbay-2. 

H. P. Mehta A Co, 3,00,000/- 

3rd Floor, Akash Deep 
Barakhamba Road, 

New Dclhi-1. 

Place, Siddons & 

Gough P. Ltd., 3,00,000/- 

6,. Lyons Range, Calcutta-1. 

Lewis & Jones, 3,00,000/- 

'Bank of Baroda Bldg., 

Apollo Street, Bombay 1. 

R. R. Nabar A Co., 2,50,000/- 

Examiner Press Bldg., 

Dalai Street, Bombay 1. 

Navaldiatid T. Shah A Co., 2,50,000/- 

UnioD Bank Bldg., 

Dalai Street, Bombay 1. 


20,15,400/- 


A. F. Ferguson & Co., 

Chartered Accountants, Allahabad Bank Building, 
Apoho Street, Fort, Bombay-1. 


MANAGING BROKERS: 


Champaklal Devidas, 

Share Brokers, 

Bhupen Chambers, 
Dalai Street, Bombay-L 


L. K. Panday, 

Share Brokers, 

Bank of Maharashtra Building, 
45/47 Apollo Street, Bombay L 


BROKERS TO THE ISSUE : 

BOMBAY 

Champaklal Devidas, 

Bhupen Chambers, Dalai Street, Bombay 1. 

L. K. Panday, 

Bank of Maharashtra Bldg., Apollo Street, Bombay-1. 
Lewis A Jones, 

Bank of Baroda Bldg., Apollo Street, Bombay-!. 
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Batli?ala & Karani, 

Union Bank Bldg., Dalai Street, Bombay-1. 

D. S. Purbhoodas & Co., 

New Stock Exchange Bldg., Apollo Street, Bombay-1. 
Narandas Sc Sod.s, 

Union Bank Bldg., Dalai Street, Bombay-J. 

Navalchaiid T. Shah <& Co., 

Union Bank Bldg., Dalai Street. Bombay-1. 

R. R. Nabar & Co., 

Examiner Press Bldg., Dalai Street, Bombay-1. 

Jasvantlal Chhotalul Sc Co., 

Bhupen Clianibers, Dalai Street, Fort, Bombay-1. 

Valji ilhimji. 

Old Stock Exchange Bldg., Dalai Street, Bombay-1. 

Suresh F. Gundaria, 

New Stock Exchange Bldg., Apollo Street, Bombay-1. 

CALCUTTA 

Place Siddons Sc Gough P. Ltd., 

6, Lyons Range, Calcutta. 

Stewart & Co., 

14, India Exchange Place, Calcutta-1. 

NEW DELHI 

H. P. Mehta & Co., 

3rd Floor, Akash Deep, Barakhamba Road, New Delhi. 

Harbans Singh Mehta & Co., 

33, Regal Bldgs, Parliament Street, New Delhi-1. 

Amrit Lai BajaJ & Co., 

United India Life Bldg.,‘ F’ Block Connaught Place, New Delhi-1. 
BehariJal & Co., 

15, Slock Exchange Bldg., Asat’ Ali Road, New Delhi-1. 

Jalan Sc Co., 

Stock Exchange Bldg., Asaf Ali Road, New Delhi-1. 

MADRAS 

Paterson & Co., 

Vanguard House, HI Floor, 11/12, Second Line Beach, Madras-1. 
Cliilra & Co., 

322/323, Linghi Chetty Street, Madras-1. 

V. S. Krishnaswami & Co., 

106, Armenian Street, Madras-1. 

BANGALORE 

M. Nanjappaiah Jahgirdar, 

205, Cavalry Road. Bangalorc-l. 

AHMEDABAD 

CMnabhai Chitnanlal Dalai, 

Mahurat Pole, Manek Chowk, Aliniedabad-L 


ECONOMIC AND POlJTnCAL 

HYDERABAD 

P* Afzulpurkar, 

Sultan Bazar, Hyderabad-A.P. 

APPLICATION FOR SHARES AND 
ALLOTMENT: 

Applications for shares must be for a minimum of 50 shares 
or multiples thereof in the ease of Equity Shares and 5 shares 
or multiples thereof in the case of Non-Redecmable Preference 
shares. Applications must be made on the respective application 
forms accompanying the Prospectus. 

Applications must be made by persons resident in India only. 

Copies of the Prospectus and Forms of Application for the 
Equity and/or Non-Rcdccmable Preference Shares may be 
I obtained from the Underwriters, Brokers and also from any of 
j the Bankers to the issue mentioned in the Prospectus. 

1 Application Forms duly completed must be delivered together 
I with the amounts payable on application to any one of the 
I following bankeistoihc issuc:- 

I 

> CENTRAL BANK OF INDIA, 
j Mahatma Gandhi Road, Bombay-1. 

^ OR any of their Main Ofliccs at 

' Ahmcdabatl, Allahabad, Amritsar, Bangalore, Baroda, Bhopal. 

I Calcutta, Chandigarh, Cochin, Delhi, Hyderabad, Indore, 

‘ Jabalpur, Jaipur, Jamshedpur, Jullundur, Kanpur, Luckno\v, 

■ Ludhiana, Madras, Madurai, Nagpur, Navsari, New Delhi, 
j Panjim, Patiala, Patna, Poona, Rajkot, Sholapiir, Srinagar, 

I Surat, Ujjain. 

i UNITED CO^LMERCIAL BANK, 

' 10, Brabournc Road, Calcutla-1. 

OR any of their Main OQices at 

Ahmedabad, Allahabad, Amritsar, Bangalore, Baroda, Bhopal, 

I Bombay, Chandigarh, Cochin, Delhi, Hyderabad, Indore, 

I Jabalpur, Jaipur, Jamshedpur, Jullundur, J^npur, Lucknow, 
Ludhiana, Madras, Madurai, Nagpur, Navsari, New Delhi, 
Panjim, Patiala, Patna, Poona. Rajkot, Sholapur, Srinagar, 

I Ujjain. 

UNITED BANK OF INDIA, 

4, N.C. Dalta Sarani, Calcutta-1. 

OR any of their Main Ofliccs at 
: Bombay, Delhi, Madras, Poona. 

BANK OF BARODA, 

Apollo Street, Bombay-1. 

OR any of their Main Offices at 
Baroda, Calcutta, Delhi, Madras. 

ANDHRA BANK LTD., 

Sultanbazar, Hyderabad, 

OR any of their Main Offices at 

Bombay, Calcutta, Delhi, Madras, Secunderabad. 

FIRST NATIONAL CITY BANK 
293, D. N- Road, Bombay-L 

OR any of their Main Offices at 
Calcutta, Delhi, Madras. 
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FROM OUR CORKFSPOWDEMS 


SOUTH 

Tamil Nadu’s Experience 

Mohit Sen 


THE DMK General Council has left it 
to the Chief Minister to decide whether 
the elections to the Assembly should be 
held simultaneously with those to the 
Lok Sabha. The decision will, of course, 
be important. But it will not bo cru¬ 
cial. The crucial decision has already 
been taken — the DMK will head a 
seven-party Left and democratic front 
for the elections. 

The seven-party front was originally 
set up only to contest the municipal 
elections. But it has appeared now 
against the background of the persistent 
and powerful campaign that Kamaraj had 
been conductmg throughout the State to 
consolidate the Syndicate. This made it 
clear to the DMK tliat any attempt to 
go it alono would be dangerous and 
might i>rove as disastrous as the unex¬ 
pected debacle of tlie undivided Con¬ 
gress in 1967. It was the isolation of 
the Congress at tliat time which had led 
to that disaster. Such an eventuality 
could have been preciucied in the case 
of the DMK if ?it had utilised its power 
to accomplish some measure of social 
change, some alteration m tlie relations 
of property as well as in the substance 
and mode ot luncUouiug of the State 
power. The DMK, however, has done 
precious little ot all this. It has nut 
functioned very ciiherently froui the 
Congress, except that corruption has 
been more widespread and unashamed. 
It has revealed its chaiactor os a iaige- 
Ly Centrist party with a strong petty 
bourgeois emphasis and with wide¬ 
spread mass support. Contrary to its 
own protestations, it has not evolved 
into a Left party — the 'Teal” Marxist 
organisation ot Tamil Nadu. Eiiually 
contrary to tho analysis of some Marx¬ 
ists, it has not “inevitably” gone over to 
Rightist positions. As a matter of fact, 
through the rational confrontation be¬ 
tween the Right, on the one side, and 
the Centre-Left, on the other, it has cast 
off its alliance with the Swatantra and 
decisively placed itself as a constituent 
of the Centre-Left forces. And it is a 
logical corollary to this position that it 
has decided to confront the Syndicate 
challenge neither by compromise nor by 
running for help tp Rajafi but by going 
forward to build a natural coalition. 

It should be mentioned here that 
there Is no question of having any illu¬ 


sions about the DMK, as indeed there 
is no question of entertaining any illu¬ 
sions about the Congress either. The 
DMK has acted quite ferociously on 
behalf of the propertied classes as 
against the have-nots, as in the case 
of the land occupation movement 
launched by the CPI some four months 
ago or in relation to certain trade union 
struggles. Bearmg this in mind, it has 
also to be remembered that the Left in 
Tamil Nadu does possess an indepen¬ 
dent mass base oi its own and nas de¬ 
monstrated that it can stand up lor it¬ 
self when coni routed with an oifeusive 
fiom the DMK. The Right, too, is now 
not tlie effete bwatautra but the redoubt¬ 
able mass base and organising capacity 
of the Kamaraj-Syndicate. Moreover, 
the DMK on the national plane — and 
the fact of its integration with the 
mamstream ot Indian politics has most 
instructive lessons to oiler — realises 
that Right authoritarianism is the leal 
enemy of its regional existenc'e and 
power. It is a combination ot all these 
factors that has made it adopt tho pre¬ 
sent stable stance of heading the Left 
and democratic alliance lu the State. 

More Reausiic Assessmjent 

The Congress, too, has diawn the cor¬ 
rect conclusion from its recent experi¬ 
ence. It will be recalled that, not so 
long ago, C Subram an i am himself had 
tfjought in terms of getting together a 
third force which would do battle with 
both the DMK and the Syndicate. This 
approach was based on the wrong as¬ 
sessment- that the Congiess(R) had a 
mass base which was not too much 
smaller tlian that of tlie two opponents 
it wished to take on and that any defi¬ 
ciency could be made up with the 
help of the CPI, Forward Bloc, Musbm 
League and PSP. The Congress lead¬ 
ership in the State as well as at the 
Centre has made a reassessment which 
is more realistic, and there is evidently 
the hope that the DMK would evolve 
further and, one day, coalesce witli the 
Congress. Some of. the would-be com¬ 
ponents of the third force must also have 
helped the Congress to come to this 
conclusioo. 

The recently-conduded elections to 
the nine municipalities confiim the cor¬ 
rectness of this evaluation. The Syndi¬ 


cate has retained control of two muni¬ 
cipalities but lost control of seven — 
one to the DMK on its own and six to 
the DMK-led front. Of the near-300 
seats the Syndicate-front has won 102; 
94 of these have gone to the Syndicate. 
The DMK-led front has won 167 of 
which 95 have gone to the DMK. The 
CPI has won 18 seats, the Muslim Lea¬ 
gue 26 and the Congress only 14. The 
CPRM), wliich was for all practical pur¬ 
poses a component of the Syndicate-led 
front, has won seven seats. 

It would be necessary, of course, to 
bear in mind that municipal elections, 
particularly on such a restricted scale, 
cannot be taken as precise indicators of 
the balance of political forces. But, 
however impressive, they are indicators 
as far as broad trends arc concerned. 
And iJie broad trend is that the two 
contenders in Tamil Nadu are not all 
that unequally matched, in particular 
tlie leading parties of the two fronts. 
In tho conung elections to the Lok 
Sabha, or also to the Assembly, the 
contest would be keen and the two 
fronts would have to be maintained in¬ 
tact. The possible exception would bo 
the CPRM) which would find it diffi¬ 
cult to explain away its position in the 
cariq-) of open reaction. 

Against tliis background, one has to 
view the extraordinary linguistic ilare- 
up ill the State recently. Tamil students 
opposed the ‘imposition’ of Taoiil as the 
medium of instruction in the colleges! 
They wanted the retention of English. 
Quite obviously tw^o factors weighed 
heavily w’ith the students — aJl-India 
jobs of the Government and private sec¬ 
tor jobs where top English is essential 
for finding acceptance. The mood of 
the students should have been properly 
understood and the police provocation 
should have been avoided. An expla¬ 
natory campaign on tlie issue, a clear 
statement about continuing efforts to 
help the students attain proficiency in 
English (as against being instructed in 
it), an announcement oi clear preference 
in State jobs to tliosc who learnt in 
Tamil — all this would have helped to 
avoid the present fracas. The attempt 
of tho Syndicate to fish in troubl^ 
waters would scarcely come to much in 
view of its alliance with the Jan Sangh 
at the all-India level. But the mood of 
a section of the students is (iisturbing. 
It can only be rendered harmless by 
action that brings tho really submerged 
sections of society oa to the historical 
stage. 

January 4 
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COALITION GOVERNMENT IN ORISSA 

Decision-Making and Change 

Amal Ray 


WHAT distinguishes the Swatantra- 
Jana Congress coalition in Orissa from 
similar experiments elsewhere in 
India is the absence of any major 
stalemate in its decision-making as 
well as its scrupulous observance of 
the rules of constitutional propriety. 
1 hjs is mainly because neither of the 
partneis is committed to any militant 
ideology. The leading members of 
both the Swatantra and the J^na Con¬ 
gress have displayed an abundant 
measure of mutual tolerance and 
understanding. Both the Chief Minis¬ 
ter and the Deputy Chief Minister 
told me that since the government was 
formed, they had not disagreed on any 
important issue. Again, both of them 
talked eloquently of their allegiance 
to the democratic Constitution of 
India, and the rules emanating there¬ 
from. However, the stability of the 
government is currently at stake. The 
dominant section of the Jana Congiess 
IS openly annoyed over the lack of 
dynamism in the working of the 
government. Their chief spokesman, 
H K Mdhatab, told me that the 
Swatanlra-Jana Congress coalition is 
essentially a goveinment of status quo, 
and emphasised the need for a 
dynamic government capable of bring¬ 
ing about a breakthrough in major 
aicas. The Chief Minister, when 
asked to comment on Mahatab's alle¬ 
gation, admitted its partial truth, and 
said that his government was now 
trying to make up the deficiency in 
dynamism. 

Accent on Consolidation 

The absence of dynamism on the 
part of the coalition government is to 
be expected in view of the fact that 
the main strategy of its industrial 
policy, as Industries Minister H Patel 

This article, written before the 
withdrawal of the Jana Congress 
from the coalition Government in 
Onssa, is based on a series of inter¬ 
views the writer had in November 
1970 with the State Chief Minister, 
the Deputy Chief Minister, Indus¬ 
tries Minister H Patel, H K Maha- 
tab, the PSP leader Nishamani 
Khuntia, ML A, the CPI leader 
Gangadhar Paikray, MLA, the Q>n- 
gress(R) Leader Braja Mahanti, 
MLA, and many other political 
leaders. 


told me, has been directed towards 
consolidation rather than development. 
I'atel talked expansively of a prag¬ 
matic approach and cited some speci¬ 
fic instances, such as withdrawal of 
State bus services from unprofitable 
routes and the rationalisation of pilot 
projects in small-scale industries. Im¬ 
provement of existing industrial units 
rather than setting up of new units 
appeared to be the main conccin of 
the Industries Minister. But a deeper 
explanation of the lack of an effective 
thrust was provided by the Chief 
Minister. The delicate mechanism of 
coalition government, according to 
him, does not allow much change and 
development. Whenever the operative 
machinery of a coalition goveinment is 
sought to be geared to a programme 
of profound change, inter-party con¬ 
troversy on the desirability and direc¬ 
tion of change is aggravated and the 
decision-making mechanism is put to 
severe strain. In a country where a 
predominantly particularistic political 
culture prevails, the growth of con¬ 
sensus in a coalition government is 
possible only within a comparatively 
static model. An important reason 
why the Orissa Government’s decision¬ 
making mechanism has not actually 
stagnated is that both ihe Chief 
Minister and the Deputy Chief Minis¬ 
ter have agreed to pursue a progranrmie 
of slow and piecemeal changes. 

Ill the beginning it was decided to 
set up a three-tier decision-making 
machinery comprising a Co-ordination 
Committee, a Joint Assembly Com¬ 
mittee and the Cabinet. The Co¬ 
ordination Committee, according to 
the original plan, would consist of the 
leaders of both the Swatantra and the 
Jana Congress, both inside and outside 
the legislature. But the plan did not 
fructify mainly because of disapproval 
of a Jana Congress Minister. The issue 
was not pressed to voting, because no 
one wanted the government to begin 
on a note of difference. Moreover, 
since there was no problem of com¬ 
munication and adjustment between 
the governmental and organisational 
wings of the coalition partners, the 
usefulness of the device of the Co¬ 
ordination Committee was not seriously 
considered. R K SUngh Deo and 
Pabitra Mohim Pradhan were not only 


the heads of the government, but also 
the organisational leaders of Swatantra 
and lana Congress respectively. How¬ 
ever, as Nishamani Khuntia told me, 
an informal super-cabinet consisting of 
Mahatab, Pabitra Mohan Pradhan, 
Surendra Patnaik, Banamali Patnaik, 
Singh Deo and P K Deo emerged and 
functioned for some time. These 
leaders used to adopt major policy 
decisions for the government through 
discussion and consensus and the 
cabinet functioned largely as a ratifying 
body. But soon after Mudholkar sub¬ 
mitted his Report and specially after 
Biju Patnaik defected from Cong- 
ress(R), the relations between Mahatab 
and Singh Deo got strained and the 
super-cabinet ceased to be operative. 

Decisions through Consensus 

There is a Joint Assembly Com¬ 
mittee consisting of all the legislators 
belonging to both the Swatantra and 
the Jana Congress. The idea m the 
beginning was, as Patel told me, to 
make it a *clearing house*. It was ex¬ 
pected to be developed into an im¬ 
portant forum for discussion of pro¬ 
posals for legislation and for ventila¬ 
tion of grievances. But the expecta¬ 
tion is largeli/ belied. No serious 
effort has been made to make fruitful 
use oi the device of the Joint Assembly 
Committee and, as the Chief Minister 
told me, the Committee is at present 
virtually defunct. 

Decisions are mostly adopted through 
informal meetings of the members of 
the Cabinet. During leisure hours 
ministers discuss issues and evolve 
consensus. The cabinet meets mainly 
for formal ratification of the informally, 
adopted decisions. Since decisions are 
generally made through consensus, 
party alignments in actual decision¬ 
making get blurred. The Chief Minis¬ 
ter and the Deputy Chief Minister 
constitute an excellent duumvirate, 
providing an effective agency of inter¬ 
communication and conflicts-resolution 
between individual ministers. Apart 
from the fact that they are at the helm 
ol affairs both at the organisational 
and the governmental levejs, they have 
few attitudinal differences. 

As we have already indicated, a 
section of the Jana Congress is liitterly 
critical of the working of the coalition 
Government and advocates the party's 
Withdrawal from the government. But 
another section, while emphasising the 
need for more dynamism in govern¬ 
ment, is not favourably disposed to¬ 
wards the idea of leaving the ooalitioii 
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and bringing in jts trail a condition of 
fluidity and uncertainty in State poli¬ 
tics. Actually Mahatab and his sup¬ 
porters are in a predicament. In case 
they go ahead with the plan to wreck 
the coalition government, the Jana 
Congress splits. Chi the other hand, 
if they remain openly critical but do 
not leave the government, they may 
not be forgiven by the electorate. 
Mahtab expressed to me his apprehen¬ 
sion that continued alliance with rhe 
Swatantra would result in a vast ero¬ 
sion of the strength of his party. The 
apprehension is not entirely ground¬ 
less. The main support-base of the Jana 
Congress is the Cuttack -region where 
an important mobilisation of the p<‘opIc 
into politics has occurred. The party 
has to reckon with stiff opposition 
from several political parties, particu¬ 
larly the Utkal Congress. Unless a 
desired level of dynamism in the 
working of government can be brought 
about, the Jana Congress runs the risk 
of being substantially alienated from 
the electoraffe. Naturally, Mahatab 
and his men feel nervous. This is the 
main source of the recent tension bet¬ 
ween the coalition partners. But, 
since the principal support-base of the 
Swatantra party is western Orissa 
where the political mobilisation of the 
people is almost negligible, the party 
is not likely to be significantly mauled 
by the electorate. Because of this 
reason the pressure for change within 
the Swatantra party is not as enor¬ 
mous as that in the Jana Congress. 

Realignment of Parties 

The current strain within the coali¬ 
tion government is likely to signifi¬ 
cantly affect the course of Orissa 
politics. Already, reassessments of 
inter-party relations have begun in the 
wake of a widening chasm between 
the Swatantra party and the dominant 
section of the Jana Congress led by 
Mahatab. Although the contours of 
the new, emerging politics in Orissa 
are not yet distinct, one can hazard 
some guesses about possible align¬ 
ments. There may arise an electoral 
alliance between Congress(R), PSP, 
CPI and the Mahatab section of Jana 
Congress. Mahatab actually hinted at 
the possibility of the merger of the 
Jana Congress with the Congress(R). 
The CPI leader Faikray and the Cong- 
res8(R) leader Mahanti appeared to be 
enthusiastic about the idea of alliance. 
The Ori^ PSP was not found reluc¬ 
tant to join such an alliance. The 
Swatantra Party, CongressfO), and a 


section of the Jana Congress may 
form a new block to fight the coming 
elections. At least the Deputy Chief 
Minister was found willing to continue 
the alliance with the Swatantra party. 
A third combination is likely to be 
led by the Utkal Congress. If these 
developments actuaUy take place, a 
really multi-polar system is bound to 
arise in Orissa politics. 

The Swatantra-Jana Congress govern¬ 
ment has been able to provide ‘ an 
orderly framewaric for decision-mak¬ 
ing. However, the complaint is that 
change is not sufficient. Mahatab told 
me, “as the question of anti-Oongres- 
sism is over, the question of change 
becomes most important’*. Actually, 
the problem of accelerating the pace 
of change and of development within 
an orderly decision-making framework 
is faced by almost every coalition 
government in India. A comparatively 
static model of change appears to be 
extremely unrealistic for most areas 
in the country. Significant change is 
necessary in the interest of the politi¬ 
cal system. A significant mobilisation 
of the people into politics has recently 
occurred. On the face of it, the tradi¬ 
tional elite power-structure in India 
cannot be maintained. However 
diffuse and unorganised, a general 
mood of revolt against the existing 
power-structuro is increasingly notice¬ 
able. The extremists seek to use it 
to wreck the political system. The 
survival of the system depends upon 
its ability to accommodate and socia¬ 
lise the newly mobilised groups and 
thus to ensure that the new uprising 
occurs within the system. For that 
what is necessary is the swift imple¬ 
mentation of planned, egalitarianism 
reforms. Any further delay will serve 
to alienate the newly mobili.sed groups 
from the existing political system. In 
that case violent changes are likely to 
occur which are obviously not com¬ 
patible with the basic culture or struc¬ 
ture of the system. 

Consensus ^vrru DrvERsmr 

What, however, causes concern is 
that the political culture that is com¬ 
patible with a dynamic but orderly 
inter-party coalition government, does 
not appear to have developed in India. 
The orderly operation of the coalition 
government in the Scandinavian coun¬ 
tries can easily be explained by the 
growth of a political culture of con¬ 
sensus and diversity. Whatever con¬ 
sensus on change and development we 
had in India has in the course of the 
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last few years suffered a significant 
erosion. As inter-party discussion is 
not conducted within the broad frame¬ 
work of consensus, it becomes increas¬ 
ingly anarchic, and pluralistic stagna¬ 
tion of the coalition government 
follows. The government becomes in¬ 
capable of the pragmatic compromise 
needed to form a stable coalition and 
reach positive decisions. 

Th^ need for significant change is 
piessing. But in the absence of a neat 
blending of consensus and diversity in 
the country’s political culture, the 
decision-making machinery of the 
inter-party coalition government can¬ 
not meaningfully be harnessed to bring 
about sufficient change. This creates 
a dilemma to which can be attributed 
much of the current strains in the 
political system. 


European Challenge to US 

GUTEHOFFNUNGSHUTTE of Ober- 
hausen (GHH), one of W Germany’s 
largest heavy engineering complexes, 
whose recent link up with British 
Humphreys and Glasgow has been the 
subject of much comment, will be 
making a bid for entry into the wider 
markets of the world through this 
connection. Main trading targets at 
present, however, are aimed at the UK 
market where the British Steel Cor¬ 
poration alone is planning to spend 
some >£175 million on plant construc¬ 
tion during the coming five years. 
GHH, a subsidiary of the MAN 
(Machinenfabrik Augsburg Nuremberg) 
group, will provide the Anglo-German 
relationship with an enviable capability 
in iron and steel plant engineering. 
Humphreys and Glasgow are specia¬ 
lists in contracting for chemical and 
petrochemical plant, and the two bo¬ 
dies are to a large extent complemen¬ 
tary. The partnership has plans for 
wide ranging marketing activity in 
Asia, South Africa and South Ame¬ 
rica. A closing of European ranks in 
the competitive fields of heavy engi¬ 
neering and large-scale civil ocmtrac- 
ting work is in evidence nowadays. If 
the time came for a determined Euro¬ 
pean involvement in North and Soutii 
America, European industries were 
rapidly arming themselves, through 
partnerships, associations and <nergers, 
with the necessary ingredients, in terms 
of knowhow, potential capacity and 
financing, to engage even the largest 
of the American firms In competition. 
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ECONOMIC CONFERENCE 

How G reen Is the Green Revolution? 

(From a Correspondent) 


THE 53rd annual conference of the 
Indian Economic Association was held 
at Gauhati between December 28 and 
30. 1970. Hie University of Gauhati 
played host to the conference, the first 
to be held in the noith-eastern re^on 

M L Dantwala was the President ot 
the confeiencc. The three subjects 
which had been earlier picked for dis¬ 
cussion were: (1) Quantity Theojy and 
Develojiinj^ Economies, (2) Perfoimance 
of Public Enterprises and (3) Econo¬ 
mics of Green Revolution, tn his pre¬ 
sidential address, entitled “P^rom Stug- 
natiuii to Growth**, Dantwala exainint*d 
the relative roles of technology, eexj- 
noinic policy and agraiian institutions 
in agricultnial growth. He reviewed 
the literature on the subfect with spe¬ 
cial reference to India and attempted 
to draw some general conclusions re¬ 
garding the factors which account for 
stagnation and/or growth of agricul¬ 
ture in many of the developing eco¬ 
nomies, particularly India. 

Technoi.ocy, thk Main Faciob 

The technological breakthrough, ac¬ 
cording to Dantwala, was the main fac¬ 
tor which liad opened up the way for 
making a fortune in agriculture, turn¬ 
ing many of the non-vlable faiins into 
viable ones. Taking a historical re¬ 
view of agricultural giowih, Dantwala 
pointed out that for nearly 50 years 
since tlie turn of the century, foodgrain 
production liad been alm(»st stagnant. 
Further, tlie stagnation belore 1984 and 
the breakthrough thereafter were notic 
ed in countrie.s pursuing diverse eco¬ 
nomic and political policies. The rise 
in production of foodgiafns after 1964 
w'as due to the discovery of the high- 
yielding varieties and tlieir c'Onimercial 
application. With this development as 
the basic factor underlying the green 
revolution, Dantwala concluded that 
the conhibution of land reform to agri¬ 
cultural dcvidopment had been over¬ 
estimated; in fact in tlie absence of a 
technological breaktlirough the chances 
of eifective implementation of institu¬ 
tional reform were meagre. Even now, 
after tl\e breakthrough, preventive land 
reform was more urgent than positive 
land refonn. 

Since the identification of the exact 
impact of institutional changes on agri¬ 


cultural productivity is difficult, there h 
bound to be dilTerence of opinion on 
tlie CHinclusions drawn by Dantwala 
However, one point needs to be touch¬ 
ed upon in this connection. Dantwala 
stated that “the erstwhile predomi¬ 
nantly Zamindari States like Uttar 
Pradesh, Bihar and West Bengal did 
not reveal any impact of this reform 
on their agricultural production during 
the 'fifties. Tenancy laws and laws 
impo.sing ceiling on holdings were also 
enacted during the 'fifties in most of 
the States but were so indifferently im¬ 
plemented that it is difficult to assess to 
what e.xtent they benefited or hindered 
agricultural growth. But the relevant 
point is that nothing new happened in 
this sphere immediately preceding 
1965 which ct:)uld explain the sudden 
emergence of the green revolution*'. 
He. then went on to say that with stag¬ 
nant agriculture, there was not much 
attraction in land grabbing — by the 
rich or the poor. 

SrACNANrr before 1965? 

The question, however, is whether 
Indian agriculture was really stagnant 
prior to 1965 as Dantwala seemed to 
imply, although in his Introductory 
paragraphs he had mentioned that there 
had been no stagnation in our agricul¬ 
tural sector during the period. To 
quote his words: “In India, between 
1949-50 and 1964-65, the compound 
rate of growth (1949-50 to 1951-52 = 
100) of production was 2.98 per cent 
for foodgrains and 3.19 per cent foi 
all crop.s. Productivity growth-rates 
were 1.60 per cent for both. If, how¬ 
ever, the base for the calculation ol 
percentage increase Is shifted to 1952- 
53/1964-65, the compound rate foi 
foodgrains production drops to 2.50 
per cent, atud for productivity to 1.51. 
This was certainly not stagnation.^ 'The 
rise in agricultural productivity in India 
was higher than that in other countries 
during the corresponding stage of their 
economic development. In the absence 
of land reforms, the rise of X.60 pei 
cent in agricultural productivity per an¬ 
num would not have materlsdised and 
I^erhaps Indian agriculture would have 
really remained sta^ant. 

In States like Funfab, Andhra Pra¬ 
desh and Tamil Nadu Stales not 
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particularly knovm for dieir zest for 
land reforms — the benefit from irrlga- 
Hoii would have been much higher • if 
land reforms had enabled tenants to 
become owners of their lands. One 
should note that the growth rate in 
agricultural productivity between 1952- 
53 and 1904-65 was higher in Gufarat 
than in any of the three States men¬ 
tioned above. Mysore showed a.iilgher 
growth rate than Andhra Pradesh and 
Punjab. Maharashtra achieved ihe 
same increase in agricultural producti¬ 
vity as Andhra Pradesh despite lower 
irrigation. Within the limits set by the 
agricniltural technology then available 
and the scarcity of fertilisers and slow 
growth of irrigation, increase in yields 
did take place. 

Of course, with the introduction of 
new seeds and larger availability of 
fertilisers and irrigation, the whole con¬ 
text has changed. But for this reason 
it will not do to underestimate the con¬ 
tribution of land refoiins to overall 
change in agriculture in India. How¬ 
ever, this should not be construed tc 
mean that the contribution of teclmo- 
logy to agricultural growtli has not been 
relatively more important than that of 
institutional changes. Productivity is a 
function of many variables — seeds 
and other Inputs, weather conditions 
and insl]tuti(')nal arrangements — and 
quantification of the contribution of 
each of these factors is not possible. 

Land Hkform in Future 

The more important question is what 
relevance has land reforai in the future. 
The introduction of high-yielding varie¬ 
ties of seeds has made agriculture more 
profitable as a result of which the gap 
between the incomes of agricultural 
labourers and small farmers on the oa6 
side and large farmers on the other has 
widened and this surely calls for cer¬ 
tain measues, which Dantwala called 
“preventive land reforms". Though ho 
did not spell out what these preventive 
land reforms would consist of, three 
aspects that need attention are: lower 
ceiling on existing landholdings and 
future acjquisition on land, prompt 
transfer of ownership to all bonaflde 
tenants and protection of interests of 
tenants and farm workers-through effec¬ 
tive organisational arrangements to en¬ 
force higher wages and reasonable 
rents. At the some time, special steps 
also need to be taken to <!onsolidate 
the position of small culUvaton who 
are now in a position to convert Uieir 
uneconomic holdinKs into economic 
units. 

The other conclusions wl^^h Dimtwaln 
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drew deserve to be noted: (a) The 
policy of precluding commercial banks 
from financing fanners who were not 
members of co-operative societies in 
some selected districts where commer¬ 
cial banks were financing farmers 
through co-operatives was a blatent 
example of compulsory co-operativisa- 
tion. (b) The Government’s price 
policy which had hitlierto been one of 
trying to keeii pace with the rise in 
prices needed to be changed on the 
lines recommended by the Agricultural 
Prices Commission. Reduction in food 
prices was essential if the weaker sec¬ 
tions were to have a sliare in the pros¬ 
perity brought about by the green re¬ 
volution. Tluough the new teclmology 
it had now become possible to ieduce 
lood prices without reducing 1 aimers’ 
incomes, (c) If it proved dilhciilt to 
evolve new varieties ol licc suited to 
monsoon conditions, rice cultivation 
would have to shift to tlie Uabi season 
or to drier regions vviLli adequate iiri- 
gation. (d) Now that the green revo¬ 
lution had vastly increased the profit 
potential of Indian agriculture, the cco- 
noiiiic feasibility of tiansfcr of gains to 
the disadvantaged groups in agnculluie 
had improved pari paaau. (d) h'mally, 
the grc'eii revolution had given us a 
bieathiiig time. Its gieut cuntiibution 
was that it might lielp to end tlie dis¬ 
traction caused* by chronic food short¬ 
ages and bring back economists and 
planners to the more aliidmg issues of 
Indian plamiiug. 

CouN'i ek-Measuiiks 

There was also a group discussion on 
the subject of the green levolution. In 
the absence of Raj Krishna, who was 
to have been tlie Rapporteur lor the 
subject, Dantwala presided over the 
discussions. Alter a brief review* of the 
progress of tlie green ievolution and the 
limitations on its spread throughout tlie 
country, tlie consensus emerged that all 
steps w'ould have to bo taken to spread 
the green revolution not only over the 
different parts of the country but also 
m respect of different crops as far as 
possible. There was unanimity of opi¬ 
nion that for the first time science had 
brought about a breakthrough in Ridian 
agriculture thereby enabling us to solve 
om food problem as well as the pro¬ 
blem of non-viable fanners. 

With any revolutionary change in the 
technique of production and producti¬ 
vity, some important problems of in¬ 
come disparities and imbalances in re¬ 
gional development were bound to 
crop up. What was called for was not 
to put any restrictions on the faster 


progress and spread of the green revo¬ 
lution but to take coimter-measures so 
as to ensure that while the quicker 
pi ogress of the green revolution was 
guaranteed, llic adverse effects of it 
from the point of regional development 
and welfare of the weaker sections 
wciie avoided. The discussion then con¬ 
centrated on the implications of green 
revolution for long-term agritxiltural 
policy. Some of tlie jioints which were 
highlighted in the discussions weie. 

(1) The green revolution which im¬ 
plied inoie intensive cultivation and 
multiple cropping had gcneiated larger 
employment and this had brought 
about a rise in the total employment 
available to the rural workers and in 
the level ol wages. It was held that 
this trend should be kept up and, as 
a corollary, mechanisation would have 
to be looked upon not as a labour-sav¬ 
ing device but as a productivity-increas¬ 
ing technique and employment increas¬ 
ing source. Empha.sis was laid on the 
capitahiiitensive nature of the new 
tcxlmology. However, since no con- 
cieto data on the employment aspects 
of gretni revolution w'cie available, the 
tliscussion tended to bo general. In 
fact, Dantwala emphasised that more 
field studies, even if they were in the 
form of case studies of a lew farmers 
or a few villagers, should be under¬ 
taken so as to make siieh discussio.is 
leally nsehil. 

Small Faj^mkrs 

(2) I'he second important problem 
which came up Jor discussion was that 
of the difficulties of small fanner.s in 
adopting the new technology and tlie 
new varieties of seeds. A few of the 
participants held that there were really 
no chflicultics in the way of small ftuin- 
eis taking to the new varieties. The 
real dilficulty seemed to arise from the 
fact that most ol the small farraeis be- 
longetl to the backward classes and 
hence lacked the enterprise which was 
called for by the new technology. It 
was also indicated that cultivation of 
the new varieties involved taking risks 
and the small farmers were not in a 
position to do this. Another point men¬ 
tioned w'as that the risk was greater in 
paddy than in wheat, jowar and bajra. 
It emerged from the discussion on this 

' point that some extra and intensive 
efforts would have to be made by the 
extension services to ensure the adop¬ 
tion of the now seeds by the small 
farmers. The progress and experience 
of the Small Fanners Development 
Agencies needed to be watched. 

(3) As regards the disparities in in¬ 


comes of different groups of farai 
households, the consensus was that the 
widening of disparity in incomes during 
the transitional period was unavoidable. 
Steps would have to be taken, how¬ 
ever, to minimise tliese disparities. 
One such step was to ensure tliat 
higher wages were paid to farm labour¬ 
ers. Another was to protect the inter¬ 
ests of tenants. 

(4) The fourth Important problem 
that came up for discussion was the 
implications of the green revolution for 
land refoims. It was admitted that 
with the prospect of higher incomes 
from agriculture many absentee land¬ 
lords bad evicted their tenants and 
taken up land for personal cultivation, 
'llie second effect was tliat more and 
moie land was being purchased by the 
upper strata of tlie fanners. These 
developments called for closer study and 
jt wasS pointed out that some field stu¬ 
dies* would be necessary. These stu¬ 
dies, it was suggested, should find out 
(a) availability of inputs and cost of 
inputs to small farmers, (b) the position 
ol tenant^lamiors in the gieen revolu¬ 
tion aicas, (c) the natuie and extent of 
employineiil generated after the adop¬ 
tion of high-yielding varieties and 
multiple cropping of different size- 
group farms, (d) the trends in wages, 
and ((') the extent and nature of land 
transactions in tlio green revolution 
areas. 

Moneiary oj Fiscal Tools 

‘Quantity 'Iheoi'y and Developing 
Economics’ evoked very interesting dis¬ 
cussion. F D Ojha, who was the Rap- 
port<mi- for the subject, directed the dis¬ 
cussion so as to bring out answers to 
the following questions: 

(a) In a developing economy, did 
Iheie exist a basic difference between 
monetary and fiscal approaches or were 
the two complemcntaiy to each other? 

(b) What was the nature and quality 
o( monetary data, and the relationship 
])etween the rate of growth in mone- 
taiy stock and other variables which 
would be needed for meaningful policy 
action? 

(e) In the light of (b), what should be 
the proper indicator for monetary ac¬ 
tion so as to avoid economic disturb¬ 
ances and cnsuie growtli with a rea- 
.sonable degree of stability? 

(d) Which concept of monetary stock 
— cor veil tional monetary supply or 
extended monetary resources or some¬ 
thing else — should be adopted for 
meaningful analysis? 

The gist of the discussion was that 
an effective combination of monetary 
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and fiscal tools w .^s very necessary for 
ensuring luster economic giowth with 
stability. 

Since the piecise impact of a 
given rate ol change in monetary 
stock on output and pric(; level and 
the time lags therein was nor yet 
kmmn for India, finther emt^irieal stu¬ 
dies would need to be done. Simdai 
ly, to study the btdiaviour of velocity 
of money in the conlc.xt of the chaiig 
mg conditions in the economy, output, 
distribution oi income, etc, deep rc- 
seaich would be needed. Some discus¬ 
sions also took place on whether the 
interest rate m a devoh'pmg country, 
with a large non-monelised sector and 
also a large unorganised sector, could 
be an appropiiale guide for nionetaiy 
action. Since there was not one level 
of interest rates, which intciesl rales, 
it at all, shuukl be adopted loi thi.*! 
purpose.^ Discussion also took place on 
what should be the appropnate rate 
of change in the monetaiy stock. Should 
the monetaiy stock move m step with 
real national income? What adjust¬ 
ments should be made foi variation m 
velocity? 'Iheie was also some discus¬ 
sion on the alternative approach to 
financial planning in a developing eco¬ 
nomy. In this, the rate of change in 
the monetary stock winild be linked 
with the structure v)l nnaiicial saving 
in the economy. 

Since no dejicndable empiiical stu¬ 
dies on the behaviour of the vaiious 
vaiiables were set available, the dis¬ 
cussion revealed the vast scope for 
research which existed for Univeisit> 
and inslitutional econcmiists m our 
country. The consensus was that only 
as a result of such empirical studies 
based on long-temi trends would one 
be able to suggest a rule of thumb 
to be adopted by the monetary autho¬ 
rity in regulating the quantity of money 
so as to minimise the economic dis¬ 
turbance and provide reasonably stable 
conditions for accel(*ratcd growth. 

Tun Lie Skc ioh 

As was to be expected, the discus¬ 
sion on Perfuimance of Public Sectoi 
Enterprises tended to be based on 
sentiment rather than on objective 
considerations. Even where objective 
consideiations were taken into ac¬ 
count, the approach to the public sec¬ 
tor enterprises varied according to 
one’s individual predilections. If both 
sentiment and individual predilec¬ 
tions were to be kept aside, thp 
approach to examining the perform¬ 
ance of public enterprises had to start 
from certain basic questions. These 


basic questions, as H K Paranjpe who 
was the Rapporteur for this subject 
put them, were: What was the enter¬ 
prise’s objective? W^hy was it set up? 
What was it that the authorities who 
set it up expected from it? If these 
were clearly delined, evaluation of per¬ 
formance would be more objective. 

In his rrpoit, Paranjpe brought out 
ceitain salient points to be borne in 
mind while evaluating the performance 
of public eriteiiu ises. Among these the 
most important were: (1) The objec¬ 
tives of all public enterprises were not 
similar. Tlieie were promotional enter¬ 
prises like the industrial development 
corporations; there were undertaking!; 
which were sei up for providing par¬ 
ticular sei'Mcrs in the nature of in- 
frasti ucluie; further, there were pub¬ 
lic enlerpiises in basic industries such 
as heavy engineering, heavy 

chemicals, ship building and machine- 
tools; finally, ifuTe were various othei 
types of cntei prises such as transpoit 
services, banks, telephone services, etc. 
Wiiious questions with regard to the 
working of these enterprises might be 
posed: On what cost were they pro¬ 
viding the scivices? Was this cost the 
minimum lequired foi the efficient 
production (T these services? Should 
the public enterprises make profits and, 
if so, how much? If piofit making is 
not their objective, how can their por- 
formance he judged? 

The css<.‘ntia] aspect of evaluation 
was the quanlilicat.on of objectives 
because only then was it possible to 
provide clear-cut targets to all per¬ 
sons operating in the enterprise. The 
next question was whether the targets 
should be in physical terms or in fin¬ 
ancial terms. Further, it was import¬ 


ant to ensure that these targets should 
cover the operation of the undertaking 
as a whole and not merely of bits and 
pieces of it. These various points 
came up for discussion and one could 
hardly expect any consensus to emerge 
On such issues. 

l*he current topic for discussion at 
the conference was ‘inflation'. Discus* 
sion tended to be subjective as, with 
few exceptions, speakers tried to see 
inflation in their own light and with¬ 
out much suppoiting facts. It turned 
out to be the case of the proverbial 
blind mail trying to define an ele¬ 
phant. The days of sterile generalisa¬ 
tions are gon6. The nature of the eco¬ 
nomy is fast changing and talk with¬ 
out facts and proper indicators regard¬ 
ing the functioning of the economy 
is bound to remain superficial. To 
genciate well-informed discussion, the 
organisers of the conference should in 
future announce the curient topic for 
discussion well in advance. 

In order to make the discussion on 
the selected subjects more meaning¬ 
ful, the pioccdure for writing papcis 
may be modified. On each subject, the 
President elect should, immediately 
after his election, invite three relative¬ 
ly senior economists to write papers, 
one covering fbe theoretical aspects of 
the problem, another the practical pro¬ 
blems and a third comparing inter¬ 
country and inter-regional experience 
on the subject. These papers should be 
circulated to all members of the Eco¬ 
nomic Association well in advance, with 
the request to send comments and 
suggestions on the papers in the form 
of brief notes which could then serve 
as supplementary material for discus¬ 
sion at the annual conference. 
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B<3€rt^0MI<J Ai>irD f^mCAL WBBaa 
SOCIOLOGICAL CONFERENCE 

Borrowed Ideological Framework 

V R 


THE Indian Sociological Conference at 
Hyderabad last month was a signifi¬ 
cant event insofar as it showed a 
definite tendency on the part of socio¬ 
logists to address themselves to urgent 
problems facing society. The Presiden¬ 
tial address by H N Saxena on the 
Sociology of Development and Plan¬ 
ning in India was in .line with this 
trend. Saxena began by referring to 
the gap between the developed coun¬ 
tries and the so-called developing couh- 
tiies. But while there seemed to be 
an awaieness of the nature of the re¬ 
lationship between the developed coun¬ 
tries and the countries of the third 
Avorld, the dialectical character of this 
relationship was hardly stressed in 
the address. The dimensions of ilic 
teim 'development* needed to be spe¬ 
cified. Saxena went on to emphasise 
the difficulties, social ^nd economic, 
that India faced when it won Inde¬ 
pendence and described the painfully 
slow pace of progress since then. But 
this factual account of the country's 
progress for lack of it) was followed 
by the typical question, typical of 
those who fight shy of radical social 
change: “Is it ever possible for a 
developing society to achieve during a 
brief span of 20 years what took near¬ 
ly a century for the highly industria¬ 
lised countries of the West to achieve 
since the Industrial Revolution?’’ 

Failure of Pi^nxing 

The failure of (he Congress Govern¬ 
ment was attributed to the split (now 
open) between the conservative ele¬ 
ments and the so-called radical ele¬ 
ments within the Congress party—which 
led to “radicalism in principle and 
conservatism in practice*’ and which 
also caused the failure of planning in 
the country. The ability of the present 
fdtructufe to deliver the goods was 
hardly questioned. The lole of tradi¬ 
tion in development was examined 
and the dichotomy between tradition 
and modernity was deplored. Again, 
while it was conceded that in the rural 
areas Government programmes tended 
to help the rural elite in consolidat¬ 
ing their position vis^-vis the rural 
poor, yet towards the end of the ad¬ 
dress it was suggested that sociologists 
and other social scientists should help 


the rural poor in overcoming their 
hostility to the Government and thus 
make them more “receptive to change”. 

The entire Presidential address 
seemed to reflect the basic dilemma 
facing Indian social scientists today. 
While there is an obvious desire for 
so one hopes) to get out of the theore¬ 
tical framework of Western social 
science — with its inadequacies in 
dealing with the problems of not only 
the underdeveloped world but Western 
societies as well — Indian social 
science remains very much a prison»T 
of the rigid ideological framework of 
Western social science. 

I’he panel on National Integration 
had a number of papers. Venkatara- 
yappa’s paper did little more than 
document the various “isms'*—caste- 
ism. linguism, regionalism—confronting 
the country. The structural factors 
leading to disintegialion were not exa¬ 
mined. The paper by S P Srivastava 
studied the politics of disinti'gration. 
It was the only paper to show an 
awareness of the root causes of the 
problem of national disintegration. 
According to Srivastava, the only 
solution was a social and economic 
revolution. Roy Burman (‘xamined the 
various applications and implications 
of the concept of national integiatlop. 
He also attemped to go into questions 
like the meaning of nationalism in 
the relationship between [lolitical and 
cultural systems in Indian social orga¬ 
nisation. Siddiqui examined Syed 
Ahmed Khan’s concept of national in- 
tegiation, Prabhat Chandra’s paper 
examined the theoretical possibilities 
of national integration; the problem 
of national integration in India had, 
according to him, a functional as well 
as a normative aspect, but there w^as 
no attempt to unify these two into a 
single theory of social integration. 

SmUCTUHAI. CONTRADICnONS? 

Institutionally prescribed means were 
no longer effective in achieving cul 
tural goals, according to Valunjkar. 
This promoted deviant political acti¬ 
vities with a view to attaining the 
cutural goal of socio-economic ad¬ 
vancement. None of the papers, how¬ 
ever, examined the possibility that 
the present social structure had pro- 
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hably outlived its capacities for growth^ 
and that the problems of national In¬ 
tegration, caste, regionalism, etc, were 
probably manifestations of deep struc 
tural contradictions. 

The panel on Social Organisation 
had very few papers. Srivastava's 
paper attempted to put forward certain 
fundamental theoretical aspects of so¬ 
cial organisation. Social organisation • 
was defined in Parsonian terms with 
reference to social units which were 
predominantly oriented to the attain¬ 
ment of specific goals. Kaushal defin¬ 
ed social organisation as a system of 
patterned lelatlons of individuals and 
groups which at different levels of 
behaviour welded the individuals into 
status-jole relationships. 

In the ‘open’ panel theie were a 
laige number of papirs on subjects 
langing fiom legalisation of abortion 
to changes in social organisation of 
rural society. Among these papers, the 
most relevant was that by K Thomas 
fill Obiccrives of Critical Sociology. 
Thomas pointtd out that sociology 
could not he lelevant unless it was 
related to the crisis in society—and 
this called for a rc-cxaminatlon of 
the I ole of the sociologist in societ3^ 

No Fhamlwork I. Ain 

That theie should have been a 
nanel on the Sociedogy of the Socia¬ 
list Revolution at the conference was 
Itself significant. The suggestion had 
come from V K R V Rao in his ad¬ 
dress to the sociologists last year. From 
the general attendance it seemed that 
this panel evoked a gieat deal of in¬ 
terest. But since the framework for 
the papers had not been laid down 
earlier, the papers presented varied 
greatly in their nature and scope. 
Theie sr^cmed to be broad agieement 
on I he basic characteristic of a so¬ 
cialist society — social ownership of the 
means of production. 5>hukln made an 
imp<^rtaiu and useful distinction bet¬ 
ween the roh- of the social scientist 
who studies society and that of the 
1 evolutionary who is actively engaged 
in changing society. According to 
him, the views of reality of the two 
were basically different. Tn^ra Deva 
underscored the role of the state in 
con.solidating vr^sted interests and also 
emphasised the disadvantages of a 
mixed economy. His attitude to vio¬ 
lent revolution was, however, rather 
squeamish; he wished to eschew the 
ingredient of violence from the con¬ 
cept of revolution. 

Pari Shqrma’s paper was consistent 
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and well formula.od. He took as his 
point of departure V K R V Rao*s 
address to the Conference last year. 
He sjKjkc of four levels of Maixist 
orientation in the social sciences. The 
first level, where a Marxist scholar 
was engaged in n*fiifing the assump¬ 
tions of hourgeois society, was a 
“non-scj ions'' categoiy; the second, 
third and fomth levels were serious, 
since they already accopted certain 
philosophical'inethodcdogical assiimp 
tions of Marxism. Sharma's paper re- 
nvJinod very much .at the first level, 
questioning the assumptions of V K 
R V Rao's addiess and pointing out 
the contiadictions in it. Tn the pro- 
cess he fully refuted most of what 
might be called the sociology of 
underdevelopment in India which cm 
phasised caste, regional and language 
differences in oidci to question the 
applicability of the Marxist concept 
of revolution to Indian society. This 
was followed by Naqvi's bold and 
precise comments regarding the con- 
cicte histoncal situation in India. 
Naqvi emphasised the impossibility of 
peaceful change; an alliance of the 
working-class and the peasantry would 
forcibly lake India out of the imtierici 

LONDON 


BECAUSE the bakeis were on strike, 
London hatl no broad over Christmas. 
But we ate cake. The power workers 
threw us into darkness a few da>s 
before and the garbage dealers aie 
still doing oveitime hauling away the 
punching-bag sized black plastic sacks 
stacked on the pavements dining their 
fight foi a 20 per cent rise in basic- 
wage. Among otheis, Rolls Rovee and 
the Mersey Docks arc in industrial 
trouble, the rubber workeis, teachers, 
even the police, threati'u industrial 
measures in the new .veai which will 
mean losses foi the companies and 
heavier burdens on the tax budgi-t foi 
the government. Since 1926, 1970 has 
been Britain's best year for strikes. 

One would like to feel that this is 
an indication that the working class 
of th»- country is in a militant mood. 
But there aie alternative explanations. 
Mo.st unions are running as hard as 
they can to stay in the same place, 
demanding rises which would make 
up the marginal fall in their standard 


list camp. China was held up as an 
example of a successful People's De¬ 
mocracy. 

This was followed by a plenary ses¬ 
sion on the role of the Indian C<iuncil 
of Social Science Research and on 
Social Science Policy. The Round 
7 able on Economic Development and 
Social Change again highlighted the 
main issues. Here Western develop¬ 
mental theory was dished out. Lynch, 
Mencher and Yogendra Singh lemain 
ed very muth within the fiamework 
of Western developmental thei^ry. K 
Thomas, on the other hand, pointed 
out that economic development was 
an ideology in itself and spoke of the 
need to devise methods to study chaos 

Throughout the discussions at the 
('ontcience one had the feeling that 
sociologists in India were still obsess¬ 
ed with the mvlh of a value-free so¬ 
ciology. There seemed to be a general 
acceptance of the pnsuppositions of 
Western sociology. This at a time 
when these presuppositions were 
being increasing!V challenged in the 
context of the inability of Western so¬ 
cial science to meet the challenges of 
a changing society. 


of living due to inflation. Eveiything 
IS moic expensive and the consiinier 
Will find that, with the decimalisation 
due III February, it will be mnie so, 
liccai'sc the Conseivalive government 
has wilhdiawn all contiols fiom prices. 
Iionically. it was on this issue of 
puces that the housewives of Britain 
with iheir shopping-basket minds voted 
Ml the Toiy government and gave it a 
mandate to fight Ihc^ trade unions be¬ 
cause they were made to feel that one 
man’s wage-ladder is the next man’s 
pnce-spiral. The strikes and woikers' 
actions over the last two years could 
and ought to have been used to smash 
tins creeping consumerism. Workers 
de-nands ought to have been used as 
ii means ol spreading awareness, of 
cdocatmg the strikers in the structure 
of the concerns they woik for and as 
a means of de-mystifying capitalism 
and economics. Clearly this hasn't 
happened. The five power woikcrs 
from the Electrical Trades Union who 
appeared on television to present their 


case for their wage demand didn’t 
know what they were fighting for. 
One of therrt even said that he didn't 
agree with the go-slow they’d imposed 
on the country. In terms of produc¬ 
tivity. co-operation with employers, 
i tc, terms that any citizen can under¬ 
stand, the electrical workers had a 
watertight case, but they didn't pre¬ 
sent it. 

False Distinction ' 

What were their shop-stewards 
doing? Well, ono thing they were 
doing was allowing the Tory press to 
control the language and concepts 
governing the direction of their class 
struggle. In the last year politicians of 
both parties have succeeded in im¬ 
planting in the common man’s mind 
the false and pernicious distinction 
between 'official’ and ‘unofficial’ 
strikes, making him feel that while 
the former have to be tolerated when 
the super-communications of modern 
society break down, legislation is 
needed to control the rest. The offi¬ 
cial body, or body of officials known 
as th(' Trade Unions Congress, has 
accepted these definitions, and in line 
with this withdrew support from 
stiikes called-by the rank and file as 
in the case of the Pilkington factory. 
Again, the shop-stewards at Fords told 
their mcmliers to vote Conservative, 
and from the statements of the profes¬ 
sional union bureaucrats it is clear that 
they are unwilling to take effective ac¬ 
tion to stop the proposed Tory legis¬ 
lation on industrial relations. The 
baton has passed down the rungs of 
piivilege to the ordinary man on the 
floor. 

It is always difficult but constantly 
necessary to try and say what, this 
hypo! hot i cal cieature the ‘ordinary 
man' is thinking. Today in Britian 
the media are telling him that the pro¬ 
posed bill, a more robust sibling of 
Labour's earlier alKirted one, will jbe 
the pride and joy of the country as a 
whole. A draft has been published 
under the shamefully double-tongued 
title of Fair Deal at Work and a look 
at it will show anyone^ that it has 
very little to do with the rational and 
historical development of industrial 
relations. It is a document loaded 
with verbiage about fairness, but takes 
no account for instance of the 134 
deaths which occurred last year as a 
result of illegal acts by employers, or 
of the 30 million mandays lost 
through avoidable accidents, or of the 
120 million mandays of labour lost 
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through deiiberatelS^ crtiit^d utiemploy* 
ment. The draft doesiiT say what sort 
of deal the Terries intend to give the 
600,000 unemployed who are not at 
woik. 

No, the bill is an anti-class charter 
which prohibits the only means the 
' Worker has of acting against being 
forced to take an unequal share ol 
what he produces, against bad condi¬ 
tions and against victimisation. It 
calls for th(’ setting up of a Registrar 
of Unions who would enforce contracts 
signed hy or even imposed upon the 
individual unions. I his would mean 
that the shop-steward and the man on 
the shop lloor would lose all cthctivc 
powei to call for action. Such a call, 
by an> agency including presumably a 
journalist, would lead to lines and 
impiisonment. Shop-stewards and 
breakaway unions demanding the settl¬ 
ing of local issues would not be allow¬ 
ed to legistei themselves and would 
automaticallv be operating outside the 
law. Sympathy strikes and picketing, 
so necessary in the case ol unions 
which can't in all conscience Jiave 
complete strikes (such as nuises and 
doctois, and, yes, even policetnen), 
would become illegal. Another barb 
aimed at the unity of the: unions is llie 
clause which intioduces the ‘right’ of 
wojkeis nor to join ihe umons. Scabs 
Would be allowed and ,encouiagccl to 
replace strikinv* union workcis who 
wcuild be lined or imprisoned for pro¬ 
testing against the taking of then jobs. 

A sixty day cutding period w<iuld be 
introduced to give the Press time to 
whip up public opinion against a strike 
and to allow the cinpio.ver to look 
aiound for alternative sources of sup¬ 
ply c^f laboui, Disciplinary action by 
a union against stiiko breakcis, would 
also become an oirenec. The unions 
would liable to fines amounting to 
“all the funds that were available for 
industiial action”. In other words by 
interference in its internal woikings 
and seizure of the strike funds of a 
union, industiial action could be pie- 
vented. 

Making use of the freedom left to 
them, an ad hoc committee ol work 
ers called a strike to protest against 
thf' legislation. The Trade Unions Con¬ 
gress wanted nothing to do with it. 
The national executives of the unions 
were more or less unanimously against 
it. The teachers, for instanc(\ backed 
the TUC and it was left to the Lon¬ 
don Executive to call their members 
out and that too for a token half-day. 
Even so, the London Executive left 
the decision to actually come out, to 
the individual schools, and militants 
iSiW that with the official bodita vot¬ 


ing against’ ahy strike acdon» mem¬ 
bers were reluctant to be branded as 
ij responsible, wildcat communists, and 
so stayed in their classrooms. The turn 
out at the rally was pathetic. The 
manipulators of polemic had won the 
day. 

Why docs Biitain treat such threat¬ 
ening legislation with such equanimity? 
The workers seem to have swallowed 
the thing about ‘oilicial’ and ‘unofh- 
cial’ action and look to the TU(v and 


the uidon bureaucracies ifor a 
The unions in this way have allowed 
themselves to be paralysed. Attend* 
ance at meetings in the unions has 
fallen oil, the gap between the pro¬ 
fessional oHicials and the rank and 
hie has never been wider. The Tories 
have supported the breach and their 
press e neon rages the idea of paying 
them permanent fat sahuics. giving 
them exclusive authonty and so pull¬ 
ing them into and undei the cosy 
blanketvS of Conseivative opinion. 


RANGOON 

A Lon Nol in the Making? 

Nod Hewlett 


RARLLY has the world's spoilight 
been focused on Burma during the 
last fight ycais. But this situation is 
changing with the recent well publicis¬ 
ed annoiuiceirienls in London and Bang¬ 
kok by former Pnme Minisior U Nu 
of his iiilciUion to foicibiy overilirow 
tile l^angoon nnlitaiy dictatorship hy 
returning secieily to Buiina lo oiga- 
nise an undei ground movement. 

Uodei the present regime, Burma 
has been someiniiig of tlie mysteiy 
mail of Asui. Since Us cou]) against 
U Nil's Anti Fascist People's Fieedom 
1-eague Gi.uernment on Maieli 2, 1962. 
the rraluaiy Jed by Goneial Ne Win 
has elected a curtain aiuund this coun¬ 
try oi nearly 30 million people, c'on- 
laci with other nations has been kept 
to a niininnim and the number of 
fo.cigjieis allowed visaj. has been 
stiictly limited. A major reason for 
this isolation has been the need to 
avoid publicity for the intcinal op- 
pusition to the military junta. 

The government has as Us declared 
progiamme the ‘Burmese Way lo So¬ 
cialism’ which aims at radical nans- 
formation of the economic and social 
life ol ihe country. Most loreign and 
local companies had been nationalis¬ 
ed bv 1965 and now private entorjiiisc 
survives only in rudimentary forms. 
C’hinesc and Indian businessmen have 
consequently suffered, as have a sec¬ 
tion of the indigenous Burmese middle- 
class through the imposition of exten¬ 
sive rationing and the absence of many 
luxury and semi-luxury consumer 
goods. 

The government has woikfd bard 
to expand agricultural production, in¬ 
troducing new farm machinery, rhe- 
mical fertilisers, pesticides and quality 
seeds. Laws have been promulgated to 
abolish land rent. Education and medi¬ 
cal services have been improved subs¬ 
tantially, particularly in tha rural areas 


where 83 pei cent ol the population 
lives. Ihe culomal education system 
piuducing cleiks to run me buieau- 
ciacy. has been reformed to equate 
teaming with the mure real needs of 
ihe Country, A new einj-hasis has been 
placed on lechmcai ami vocational 
schools. PieMously very few villages 
liad ilie beueiit of modern medicine. 
Since 1963 many rnoie doctors have 
been seni to miaJ a.eas and the num¬ 
ber of l..cdi health ceniicj, has been 
greaily mci eased, the numbei of hos- 
pn.ils and dispemsaues rose fiom 231 
m 1963 to a80 in 1969. IniaiU morta- 
Jity Kites have been diamatically re¬ 
duced. 

While the social benefits of the gov- 
ernmonrs policy ate quite impiessive, 
the app.ueru demise of capitalism in 
fact amounts to the military taking 
over control of the economy and en¬ 
joying the consequent financial lewards. 
Mihtaiy peisonnei now' obtain the 
luxuries denied to the middle classes. 
In contiasi, I lie working classes have 
icceived veiy few economic benefits 
from the ‘Socialist’ progi amine. In 
fact they have had to endure econo¬ 
mic shoitages. 

Politically, Burma has an auihon- 
tariaii government. No parties or 
groups aie allowed to oppose the 
goveinrnont, dhcie is seveie Press 
censorship and all workci and student 
organisations aie carelully supervised 
by the government. The ‘Buimese Way 
to Socialism’ is in piactice a facade 
whereby the military clique has at¬ 
tempted to monopolise and control 
the economic, political and social life 
of the count I y. 

Independence in 1948 reactivated 
many dormant problems, the most im¬ 
portant being the difTicult process of 
accommodating and integrating mino¬ 
rity races with distinctive, if related, 
cultures. The Shans, Karens, Kachins, 
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Arakanese and others had been tem¬ 
porarily cajoled by General Aung San, 
the independence struggle leader, into 
joining the Burmese Union. However, 
their dissatisfaction soon grew into 
strong separatist movements. To pre¬ 
vent the break-up of the Union was 
one ostensible reason given by Nc 
Win for seizing power. Following 
abortive peace talks, the minorities in 
their mountain strongholds together 
with communist groups have continu¬ 
ed to harass the central government. 
But the 150,000 strong army wth US 
weapons has systematically waged a 
war of attrition. Giadually the govern¬ 
ment has gained greater control over 
the countryside. But hard pockets of 
resistance remain, the most trouble¬ 
some region for Ne Win being the one 
adjacent to the north-east frontier with 
China near Lashio, where a conside¬ 
rable diea is in rebel hands. 

While It has followed a neutialist 
foreign policy, maintaining diplomatic 
relations with USA and China and 
with both North and South Vietnam, 
the revolutionary government’s domes¬ 
tic policies have been aggressively 
anti-communist. Its ‘Burmese Way to 
Socialism’ has been used to placate 
centrist opinion while ruthlessly 
hounding Marxist sympathiscis and 
capitalising on doctrinal difference 
among the real socialist movements. 

Although It has succeeded in restric¬ 
ting coinmunist control to several bor¬ 
der districts, the military has failed to 
get near eliminating the belt levolu- 
tionary movement. This is demonstrat¬ 
ed by the withdrawal forced on the 
army near Lashio last August by pro- 
Communist Shans, by the pfTiodic stu¬ 
dent demonstrations in the capital and 
by occasional Chinese or Muslim 
agitation—the movSt notable one being 
by Rangoon's Chinese community in 
1967 in support of China’s Cultural 
Revolution. However, for the present 
the government has certainly manag¬ 
ed to reduce the potential danger from 
the Left except in the border areas. 

Neither Ne Win nor U Nu fits neat¬ 
ly into the political spectrum. Ne 
Win’s legiine has both fascist and en¬ 
lightened social aspects. U Nu’s cur¬ 
rent ideas arc a combination of parlia¬ 
mentary democracy, Buddhist ideology, 
private enterprise and pragmatic con- 
seivatism. It is clear that U Nu’s most 
natural potential support in the Bur¬ 
mese ethnic mainrity lies with the 
traditional^ rightist forces. ITierefore his 
challenge to the government should 
perhaps be viewed as a threat from 
the Right, the possible future strength 
of which is not easy to assess. 

U Nu’s recent dramatic postures, 


including his 'disappearance* from a 
Bangkok suburb to lead a liberation 
movement, have encouraged former 
and would-be Burmese capitalists to 
expect the possible return of private 
enterprise. The middle classes who had 
become prosperous under the British 
and who continued to enjoy privileges 
in the hrst decade and a half of in¬ 
dependence see in U Nu the saviour 
who might restore their economic do¬ 
mination which was lost to Ne Win and 
his military supporters. In Bangkok, U 
Nu has so far been able to rally a 
few prominent names to his cause In¬ 
cluding Bo Let Ya, former Defence 
Minister, and Law Yone, one-time edi¬ 
tor of the formerly influential Rangoon 
Nation. 

Another promising likely constitu¬ 
ency ol support for U Nu lies with 
the more feivont among the Buddhist 
community. The deposed prime minis¬ 
ter is a well-known and devout fol¬ 
lower of the country’s dominant reli¬ 
gion and in 1969, during the short 
interval between his six-year imprison¬ 
ment and his self-imposed exile. he 
gave a series of popular religious lec¬ 
tures which confirmed his high reputa¬ 
tion with many Buddhists. 

The military has also failed to pro¬ 
vide jobs for a substantial number of 
educated unemployed who now con¬ 
stitute another group of people who 
may be attracted to U Nu’s cause, at 
least as a tempoiaiy expedient. The 
same icasoning appears to apply to 
the ethnic minorities. In June 1970 in 
Hong Kong, U Nu managed to form 
a “National Liberation Front to res¬ 
tore parliamentary democracy” with 
some leaders of the Kachin, Karen, 
Mon and Shan peoples. The Front’s 
declared intention is to establish a 
federal system in Burma, with mino¬ 
rities having the power to maintain 
ihcir own military and secuiity forces. 

The regime seems somewhat rattled 
and more than a little irritated by U 
Nu’s public statements, his formation 
of the Parliamentary Democracy Party, 
his claim that he can raise 50,000 men 
tor his campaign, and especially by 
his radio transmitter operating from 
somewhere near the Burmese-Thailand 
border. Not surprisingly, relations bet¬ 
ween Rangoon and Bangkok have be¬ 
come stiained. 

The new attacks from the Right 
together with the continuing Left arm¬ 
ed opposition constitute a real danger 
to the regime. Both Left and Right 
can exploit the corruption, restrictions, 
black market, inflation and other griev¬ 
ances and hardships caused by the 
economic and social stagnation aris¬ 
ing from the 'Burmese Way to Socia- 


' lism*. The hard preyed ethnic move¬ 
ments and the submerged middle 
classes, student and Left forces might 
conceivably combine under U Nu’s 
banner to bring down the government 
—each group hoping to gain from 
the likely resulting chaos. There is 
also a question mark over General 
Ne Win’s health. 

However, the military holds many 
trump cards. The army is well-orga¬ 
nised, highly-disciplined, presumably 
grateful for its new privileges and 
higher standard of living, and ap¬ 
parently solidly behind the ruling cli¬ 
que. In addition, in spite of his mag¬ 
netic personality, IJ Nu has a reputa¬ 
tion of being a notoriously inefficient 
organiser. It is also doubtful whether 
the somewhat contrived understanding 
achieved in Hong Kong can on its 
own seriously undermine Ne Win. 

The Burmese, as a result of their 
Buddhist culture are placid and peace- 
loving, with little class consciousness. 
Theje is every hinderance to organis¬ 
ed opposition. The guerilla groups are 
short of manpower and probably of 
money. While the minoiities continue 
their opposition in varying degrees, 
no insurrection could hope to triumph 
without much militant support among 
the Barmans, the ethnic majority, in 
the central part of the country. In the 
immediate future this is doubtful. Left 
to themselves, Genetal ‘Ne Win and 
the military probably would be stiong 
enough to maintain the status quo 
without too much difficulty for some 
time at any rate. 

The fact that Burma has been gene¬ 
rally left undisturbed by outside in¬ 
fluences since March 1962 has been 
vital to the continuation and consoli¬ 
dation of the regime. From Ne Win’s 
point of view this situation is pro¬ 
bably too good to last. In recent de¬ 
cades only infrequently have interna¬ 
tional politics in South and East Asia 
allowed a government such a long 
respite from outside pressures. 

Present indications would seem to 
rule out massive Chinese involvement; 
in Burma but either a direct or in¬ 
direct United States move into the 
Union is certainly feasible. The 1970 
escalation into Cambodia could be 
followed by a 1971 inteijerence in 
Burma. With liberation movements 
expanding dangerously in neighbouring 
Thailand, Washington might well de¬ 
cide that a West-oriented U Nu Gov¬ 
ernment in Rangoon would substanti¬ 
ally increase American control of 
South-East Asia. Already, the CIA 
could be behind U Nu’s belligerent 
outbursts, and it could yet make him 
the Lon Nol of Burma. 
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THE FOUBTH ESTATE 


Norms for the Poll 

Nireekshak 


NOW that speculation on the likelihood 
{)T Otherwise of a mid-term poll has 
l>eeii finally set at rest, journalistic in¬ 
terest is focused on the probable out¬ 
come of tile poll and on the various 
alliances and adjustments that may 
take shape before the final battle. The 
poll had for so long been a subject of 
continuous discussion in the Press that 
when the actual decision to dissolve 
the Lok Sabha came, it did not take 
either pressmen or readers by surprise. 
Nevertheless, it was big news, of 
course, which news editors could an¬ 
nounce under eight-column streamers 
— under a double-decker in the Indian 
Express — without taxing their ima¬ 
gination or, indeed, giving the issue a 
second thought. Some newspapers had 

• in fact taken a poll decision for granted 
several days in advance of the Presi¬ 
dential proclamation, while some others 
had urged an early decision. 

Hindustan Times, for example, wrote 
on Christmas day: “The right decision 
both from the point of view of the 
country and frq^ that of the Congress 
(N) would be to seek early dissolution'' 
of the Lok Sabha. And when Govern¬ 
ment finally took that action there was 
unconcealed satisfaction in the Delhi 
daily's editorial sanctum. “The Prime 
Minister's decision to go to the i>olls 
is to be welcomed”, said the paper, 
and went on to refute the Opposition * 
arguments against the decision as 
“quite irrelevant”. There followed yet 

• another editorial the next day (De¬ 
cember 26) which urged that some 
“ground rules” be laid for the forth- 
cx)niing contest. “'Though it may seem 
a counsel of perfection, the use of 
money and caste and communal ap¬ 
peals should bo conscientiously sought 
to be eschewed by all. It should also 
be the common endeavour to avoid 
questionable modes of propaganda.” 

Statesman anticipated the dissolu¬ 
tion decision a good 24 hours before 
it was announced. “The suspense 
over a mid-term poll for the Lok 
Sabha is now over”, it declared edito¬ 
rially on December 27, “and an elec¬ 
tion in February-March is, to say the 
least, a distinct possibility”. Two days 
later, its comment Mvas, “let the peo¬ 
ple decide**, without however actually 
welcoming the decision which might 
have been "influenced by astrological 


advice”. “Welcome” was the general 
tone, though. While Indian Express 
said “it was a right decision for all 
the wrong reasons”, Hindu greeted the 
di.s.S'olution rather cautiously, saying that 
the “Prime Minister and her party have 
at last taken the plunge”. The paper 
thought, “there is no doubt” the deci¬ 
sion was prompted by the considera¬ 
tion that the party stood a “chance of 
winning more seats now than in 1072 
which may well witness adverse eco¬ 
nomic factors like a bad harvest, steeper 
rise in prices and consequent popular 
discontent”. 

Both Hindu and Statesman viewed 
the prospect of elections in West Ben¬ 
gal with misgivings. “If ever there 
was a case for putting off elections 
anywhere”, Hindu argued, “not only 
for the State Assembly but even for 
Parliament, it is that of West 
Bengal .... Little thought appears 
to have been given by the powers-that- 
be to the extraordinary situation in 
West Bengal, in blithely deciding to 
aggravate the disorders by the tensions 
of a poU.” In the view of Deccan 
Chronicle, whose forte is certainly not 
unmixed metaphors, tlie forthcoming 
election is at once a “gamble" and a 
“modern version of the battle of Kuruk- 
shetra between the forces of socialism 
and reaction”. Therefore, it said, “the 
people should realise for whom the bell 
is tolling”, as otherwise, “they will 
miss the last bus to socialism”! 

To what extent, if any, the Supreme 
Court's judgment on the Presidential 
Older de-recognising the fonner rulers 
of ‘princely states' might have influ¬ 
enced the poll decision is a matter of 
speculation. Editorial reaction to the 
judgment itself was quite varied. 
National Herald contended, not un¬ 
expectedly, that “in tlie light of the 
views of Justice Mittcr and Justice 
Ray and the clear and definite language 
of Article 363, it is difficult to under¬ 
stand the majority judgment”. The 
majority judgment, “and even Justice 
Mitter's judgment, seem to have ignor¬ 
ed the massive legislative vote behind 
the President's order”, it said. And 
“now all kinds of controversies will 
arise, and, with all respect for the Su¬ 
preme Court, the foundations of law 
and justice in this c'ountry will be fur¬ 
ther questioned". However, “the Gov¬ 


ernment and the majority of Parlia¬ 
ment are committed to the policy of 
abolition of privy purses, and where 
the pepole's representatives have a will, 
they will find a way”. If this sounded 
somewhat like a threat, Deccan Herakts 
reaction was no less steamy. “The 
verdict is a hiatus in the battle for 
social justice and equality”, the Ban¬ 
galore daily declared. “It is not the 
end of the battle. Supreme Court or 
no Supreme Court, it is a self-evident 
proposition that the clock moves for¬ 
wards, not backwards.” 

What was self-evident, Amrita Bazar 
PeUrika seemed to argue, however, was 
the triumph of the “rule of law”. 
The judgment, it wrote, “it a memo¬ 
rable vindicab'on of the Rule of Law 
and the supremacy of the Constitution 
in Indian democracy”. It has “finally 
and decisively” emphasised the “sub¬ 
ordination of the Executive to the 
fundamental law of the land”. The 
Executive “has not exactly covered it¬ 
self with glory by such unsuccessful at¬ 
tempts [such as the present one and the 
banks nationalisation ordinance] to by¬ 
pass the highest courts in the land .... 
The arguments used to bolster up die 
Presidential order violated the provi¬ 
sions of the Constitution and offended 
against (sic) the spirit of democracy 
wliich IS the essence of India's politi¬ 
cal system.” 

Much the same view was expressed 
by Mail, while Free Press Journal 
steered a middle course. “The majo¬ 
rity verdict must be respected”, it 
opined and “any attempt to attack the 
Supremo Court must plainly be dis¬ 
couraged and resisted”. Though, “at 
fight sight”. Government's object may 
seem to have been defeated by the 
judgment, “there is no need to take a 
wholly possunistic view”, for, “it should 
not be hard to devise expeditiously the 
appropriate constitutional means to en¬ 
sure the fulfilment of the object”. 

The formation of a new SVD Gov¬ 
ernment in Bihar, which was welcomed 
by both Patna dailies, Indian Nation 
and Searchlight, the American decision 
to build a communication centre on 
Diego Garcia which, Tribune noted, “is 
bound to cause concern to India and 
Ceylon”, and the Kabul declaration on 
an Asian clearing union — “a big step 
forward”, according to Hindusthan 
Standard — were some of the other 
issues that held the spotlight in the 
period under review. Largely, how¬ 
ever, it was a time for constitutional 
and electoral high jinks 1 
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PERSPECTIVES 


National Agricultural Credit Policy 

M Narasimham 


AGRICULTURAL credit is best con¬ 
sidered as an element of the total cre¬ 
dit picture in the economy. Its avail- 
a])ility and cost should appropriately 
form part of the tr)tal resources avail¬ 
ability to the ciedit institutions which 
determines their ability to purvey cre¬ 
dit in the amounts and at the rales they 
do. This, obviously, is an approach to 
tlie problem from the side of supply of 
credit. But the supply side is not all. 
There is the question of the appropiiate 
level of demand for agricultural credit. 
This, in turn, depends upon the level 
at which the agricultural economy is 
operating, the new directions into which 
. agriculture is expanding and the tech¬ 
no-economic requirements of agricultu¬ 
ral production and investment. 

A combination of the .supply and the 
demand approaches is clearly called 
for but even this is not enough. As 
agricultural credit is part of the total 
credit picture in tho caJiiomy, questions 
relating to the adequacy of its quan¬ 
tum, its distribution and appropriateness 
of its price boc'ome integral and impor¬ 
tant elements of a national cicflit pro¬ 
gramme. Cl edit is indeed a scaicc rc- 
souu'c and like other scaice resmnees 
has to lie"ax>iJOftinned iii a rational man¬ 
ner between competing uses and in 
the light of its contiibution to the fur¬ 
therance of our economic objectives 
and more specifically lc> its contribu¬ 
tion to national income growth, export 
promotion, g».:^n‘iation of employment 
opportunities and diffusion of economic 
power. The inadequacy of resources 
with financial intermediaries arises from 
the paucity of savings in relation to in- 
vesbnent needs and it is this that un- 
dcrli.ics the necessity to have a system 
of priorities in our credit planning. 
How much, in other words, of agricul¬ 
tural credit should be disbursed is re¬ 
lated not only to what die agricultural 
economy needs but also what other sec¬ 
tors of tho economy need In the light 
of how much there is to go round. 
Given the resources ainstraint, an in- 
creoi^e of credit to one sector means 
less credit elsewhere. 

It is this reconciliation of.need with 
availability in the light of its impact on 
total investment 4nd output programmes 
that we must look for in a rational cre¬ 
dit plai]| for the economy, an important 
cxinstituent of which is the programme 


of agricultural credit. Indeed, a national 
agriculhiial credit policy makes seu.se 
only as an aspect of a lational and 
possibly lationod credit plan. 

'^I'he realisation of the importance of 
iinal cicdit in our economic system is 
cerlar.ily not a recent phenomenon. 
Well over a generation ago the Central 
Banking Inquiry Committee grappled 
with this problem. The Reserve Bank 
of India, set up in 1935, was required 
in lenns of its statute to lay special 
emphasis on agricultural credit. But it 
was not until the commonccme?it of eco¬ 
nomic planning and the Comprehensive 
study of this problem by tlie All-India 
Rural Credit Survey Committee and its 
recommendation of an integrated sclieme 
of rural credit that major steps wcic 
taken to strengthen the institubonal 
foundation of rural credit through deve¬ 
loping the co-opeiative movement witli 
Slate partnership. 

Tho instjbitiunalisation of agricultu¬ 
ral credit remains the major objective 
ajid until recently it was to tho co-ope¬ 
rative inovemc'nt that we turned to 
bring this about. Siucc 1951 the pv(j- 
gi(‘ss of eO“Opf!rativc credit has by any 
reckoning been impressive. Short-tenn 
auf] medium-tc'nn co-opciatiw credit in 
1951-52 was barely Rs 24 crorcs, in 
19(37-68 it readied Rs 428 crores. Fiom 
3 per cent, the share of the co-opera¬ 
tives as a source of cultivators’ borrow¬ 
ings rose to over 15 p<'r cent by 1961- 
62 and is estimated at about 25 per 
cent now. The membership of c'o-ope- 
ratives lias growni and their territorial 
covcTagc has vvidene’d. , C(j-operative 
long-term credit agencies have also 
shown progress. Tlieir loans liave risen 
about tenfold to Rs 100 croics between 
19(30-61 and 1968-69. More significant¬ 
ly, these loans are now increasingly 
benig made for productive investment 
rather than repayment of past debt and 
on the basis of rational objective crite¬ 
ria based on c'ost-bencfit sb.uiics and 
appraisal of vialiility of investment. 

Vet it would be idle to pretend that 
all is well. While the supply of credit 
has increased, so too has the demand. 
There is still a large unfilled gap. The 
progress has also been unevra — in a 
few areas the co-operative credit ctnic- 
ture has succeeded well, in many more 
performance has been less satisfactory. 
The selective record of progress has not 


only widened the disparities regionally, 
hut there is reason to believe that the 
benefits of co-operative development 
even in States where it has done well 
has not extended to all strata of culti¬ 
vators as the wide incidence of dor¬ 
mancy of societies and membership sug¬ 
gests. The average proportion of bor¬ 
rowing members to total cultivators is 
still as low as 20 per cent and even rmw 
noii-instilutional sources account for 
nearly three-fourths of agricultmal cre¬ 
dit. 'flic deficiencies in the movement 
have also been managerial, especially in 
the area of post-credit supervision and 
loan recovery. 

The national policy in the sphere of 
Agricultural Credit will have to continue 
to place the greatest emphasis on 
strengthening the co-operative move¬ 
ment both organisationally and finan¬ 
cially. We have before us the recom¬ 
mendations of tho All-India Rural Cr^ 
dit Review Committee. Even as its 
predecessor, the AIRCS Committee, 
laid down the guidelines for co-opera¬ 
tive development in the last decade 
and a half so too would the rccommea- 
dations of this Committee set the pat¬ 
tern for rural credit development in the 
Sfwenties. The line of thinking of tho 
r:()rinnittee, wlulc stressing tho role of 
the co-oiKU atives, is tiistinotive for ita 
sLippoit of a multi-agency approach ftr 
this problem. The area of action is vast 
and varied and c need the other 
agencies to supplement the co-operativo 
effort. 

In considering the demand for ere-- 
dit from the agricultmal sci tor it woulcT' 
be almost superfluous to refer to the- 
profound qualitative change in the na^ 
lure of (he credit demand emanating 
Iroui this sector. Agriculture is no 
longer a way of life, it js becoming in- 
creasinglv a high-yielding business pro¬ 
position. The advent and increasing 
application! tif the new agricultural 
technology has brought this about and 
lias also generated a large increase in 
demand for ciedit. The realisation that 
the (piantum of financ't? needed is so 
large that the co-op<Tatives by them¬ 
selves cannot be expected to provide Jt 
has necessitated the entry of pomrner- 
eial banks into this sphere. 

'file eominerclalisatfiKi of agriculture 
and its demonstrable capacity to break 
out of the vicious circles of Jow output 
and low investment has been the result 
of the adoption, over an increasing area, 
of modem techniques centred around 
assured water, wider use of fertilisers 
and increased adoption of high-yield- 
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feg ijeeds* The tic^w technology certain- > 
ly calls for tlie combmed and optimal 
application of several different inputs, 
tint the one input that can help the? 
.farmer to apply the other inputs is the 
financial one, namely, credit. Siinilatly. 
the new methods rr(|iiire additions to 
farm investment, aj'ain financed in 
varvinu dc\u;rees by l>orio\ved capital 
from institutional atjencies. Without 
finance the desire to apply the modem 
t(‘chnoloRy eainiot Ix" translated into 
artion. 

Th(‘ iiTiplicatioij ()f this for tlie cadit 
Ijro^M amine is that we have to jirogress 
to a point vvheie what is technically 
feasible and ei'onoinir ally vialde should 
not falter for lack of finance. The stakes 
are high. Foi, what is in balance is the 
snccess of oiu elfoil at developing our 
agricultural economy. The national 
importance of agricultural development 
does not any more admit of doubt, 
whether one looks at it in temis of its 
contribution to national income genera¬ 
tion, its potential for providing gainful 
employment, its importance for our ex¬ 
ports and its ability to provide a raw 
material base and a giowing market for 
industry, hade and a variety ot servi¬ 
ces. What the new Icchnology has 
outstandingly achieved ’ i some i)arts of 
the eountiy for wheat, maizci and to 
some H\tenL rice can be done 
nvrr a wider area and in nispect 
of (ash r rops as well so that the 
agricultuial breakthrough that has com¬ 
menced can be widespre.ad. Recent de- 
v( lopments have shown that there is no 
inevitability about .igiiculture being a 
lagging sector lu the (‘conoiiiy. 

I'hc new technology not merely lu^lps 
ns to put agricultural expansion on a 
.sustained tooting; it is divisible and 
this div’sibililN' helps cvxm the small 
f;uin(‘r to atlopt tlu‘ new technifpies 
even it our exptjrieucMJ so far might 
havt^ suggested that it is tlu^ large cul¬ 
tivator who tends to accept earlier than 
the rest the challenge of the new tech¬ 
nology. Yet the small fanner needs also 
to be persuaded to adopt the new me*- 
thods. There is no inheieiit conflict be- 
.twfxm .smallness of scale of operations 
and efficiency in the agricultural .sector. 
In some, cases, only th(! adoption of tfie 
new techniques will make for viability 
and efficiency. But thci small fanner 
is likely to have a credit problem of 
even greater intensity than his large 
counterpart. 

It is against this broad delineation of 
tlie contours of the problem that we 
may approach the question of the ag¬ 
ricultural credit needs in the next few 
years and the prospects for their being 
adequately met. We may take as a 
starting point the figures of the All- 


jtiidii Bural Credit Kevitew Committee. 
The Commillr*e estimated the short¬ 
term credit requirements of the agri- 
nillnral .sector by the end of the Fourth 
Plan at Hs 2,000 crores and a furOier 
Rs 500 Cl ores for medium-term purpo¬ 
ses. Lniig-t('nn credit requireuK'nts for 
inv«‘stnit-.it purjioses during the Plan 
peiiod aie [)ut at Rs 1,500 crores. 
While* the institutional support for 
long-term juvestinent would come pri¬ 
marily from the land development 
banks atid tlir Agricultuial Refinance 
Oirixiration, it lias been .sugg<*ste(l that 
a*' r(‘gaiils .slioit and nux^lium-term cr(^- 
dit, tlx* co-opcialiv(‘s could not be ex¬ 
pected, giv('u llieir orgir.iisational eo- 
veragr .ind financial .strength, to purvey 
much more lliau Rs 750 rrore.s by 1974. 
F.ven if wr to assume that about 

half or .somewhat more of the total re- 
(piiiements was expected to be cover¬ 
ed bv the farmers themselves or 
through appro«ach to non-in.stitutional 
agenc'ies, iluj balance to be filled in by 
the comuiereial banking system would 
be c(yiisid('rable. 

TIk; role which the commercial bank.s 
can play here is not merely one of fill¬ 
ing in the residue after other institu¬ 
tional agencies such as the co-operativos 
have done their bit. This also is re- 
Iiit«’d to their osMi territorial organisa¬ 
tion and the lesoiirees they ait* likely 
to have available. Ta't us take resour¬ 
ces first. Tlx* I’lan doeiimeiit lias sug¬ 
gested that the commercial banks' de¬ 
posits in the Plan period arc likely to 
ns<* liy Rs 5,000 crore.s and after pro¬ 
viding for the normal cash leiiniremcnts 
and tlx^ .statutory balaiu'cs to be inain- 
lained with the Reserve Bank, and pro¬ 
viding for commcrcia] banks' invest¬ 
ments in approved market seeuiities of 
about Rs 900 croros, the balance av'ail- 
able for disposition would amoir.it to 
roiiglil}' Rs 1.900 to R.s 2,000 crores. Tt 
is this amount which tlie cummc'rLial 
banks have available witli them to fin¬ 
ance agiiculture, industr\- inelmling 
small-scale industry, trade, .s<*r\'ices and 
other activities. .So, what they can pro¬ 
vide for agricultuie necessaiily ha.s to 
be related to how thev should distri- 
but(! their resources as between various 
competing uses. The t<*ntative figure 
now suggested for coininercial banks’ 
assistance to agriculture is Rs 400 cro¬ 
res which works out to an annual in- 
eiease of as much a.s Rs 80 crores. 

The record of commercial banks in 
the last two or three years in this sphere 
gives ground for hoping that the tasks 
set for them in the Plan i>eriod arc not 
beyond tluiir reach. In June 1^168 
direct lendhig by banks to farmers 
amounted to no more than Rs 14 crores 
and the number of accounts was bare¬ 


ly 94,000. By June 1976 the figure dl 
direct lending had risen to Rs 184 cro*‘ 
res and the numben of farm accounts to 
well over 8 lakhs. Tt will not be long 
before tlx* inillirrath farm accotint let 
reached. Tint significance of this will 
Ik^ aiipreciated if we note that the total 
number of all type.s of borrowal ac¬ 
counts from the banks was only 11.3 
lakhs barely 2 years ago. 

The average annual incTcase postu¬ 
lated in the Plan is thus well within, 
tlx* banks' eaiiabilitie.s provided tlie or¬ 
ganisational effort goes hand i'.i hand* 
Tlx* mam constitixait hen* is the ter- 
iitoiial (^overage of th(* banking system. 
Against the target of 5,000 branches in 
five years, in the first year following 
nationalisation over 1.800 new commer¬ 
cial bank liranches were opened, 1,200 
of them in rural centnrs. Increasingly 
the share of rural centres may be ex¬ 
pected to lise. The other as^n'ct is the 
banks equipping themselves with the 
requisite technical expertise in making 
sound agricultural loans and supem's- 
ing the credit, apart from acquiring a 
ix \v orienlatitm towards such lending. 

Most of the additional credit is ex¬ 
pected to go lor direct lending to the 
faijiK'rs both for current piodiiction and 
loi some amount of equipment financ¬ 
ing and otlioi loinis of medium-term 
c.i]Jital invcstJix lit. Ix'-ixling to the 
distributors oi agricultural inputs such 
as fcrtili.scr. pesticides and the like, cer- 
tainlv would also command high priori¬ 
ty but most of this cicilit would be as 
part of advance's to tlx; trade sector 
and, to the extent to which trade credit 
itself is provid<*d l)v uiamifaLtiiving 
(oiicerns, to mdustr>, Similarly, the 
st(*i) up of agneultiual ])) 0 (liictioa 
would leatl lu an hicica'.ed eiedil de¬ 
mand lioni tlx; agio-processing sectors* 
but this too would lUOK appropilately 
(onx* within the totals for mdiistiy and 
tiade. Agneulliiral ciedit to be elicc- 
tive must mv(dve a turn round of fund.s 
wliicfi means that ci(*dit ioi marketing 
and piotessing should he .idefpiate dS 
uel). Tills IS not to be jcgarded as ne- 
fs .ssauly additional (ii'dit hut rather as 
another Jink m tlx* ciedit chain. 

The figiio s ol agricultural credit 
giow'lh 111 the lonirth Plan obviou<?ly 
refei to the global magnitudes. Wo 
elf’ai)> would need to break th(*se down 
into rt'gional and seetoial estimates re- 
lateti both to net'd and pos’sibilities. 
Fv(*n as the eo-opeiative movement ha.*! 
lecorded ir.ieven progiess with sonic re¬ 
gions doing better and the better off 
sections of faiTner.s obtaining* a greater 
share of credit, so too, in the absence 
ol planning right from the bcginiiing, 
could tlie expansion of cximmercial bank 
credit become lopsided. The needs of 
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The better way to "wrap it up” 


Your valuable products need the right 
packaging for protection from external 
damage, insects, rodents, moisture and 
dust. 

WARDEN & CO. make 
e Multiwall paper sacks 
e Hessian laminated bags (hessian poly* 
thene and hessian paper) 
e Waterproof paper (tapes) In rolls 
e Fibre drums and plastic containers 

Suitable for all types of industrial pro* 
ducts—minerals, chemicals or foodstuffs 
—whether in granular, powder, liquid or 
liake form, 


A packaging problem 7 

Tell us about your product and weH 
give you the packaging that's just right... 
Packaging that costs less, is easy to 
store, convenient, durable and attractive* 


WAR^ —the packaging peopla 

' Warden b Co. Private Ltd. 

Quay Street Mazagaon. Bombay*tO DO 




the sm^ll fanner, the faxmei ^ing diy 
land and the marginal fields have to be 
taken into the reckoning if the benefits 
of institutional credit have to be broad- 
l>ascd. 

Again, alongside CiisUring a wide dis¬ 
persal of credit the increase in com- 
. inercial bank finance to agriculture 
jsboiild lay the greatest emphasis on the 
quality of loaning. Agricultural lend¬ 
ing is a comparatively new business for 
banks and a mere targeteering approach 
may lead to inadequacy of effort at as¬ 
sessing the loan properly, following up 
credit disbursement with supervision 
and ensuring that the end-use of the 
loan corresponds to its stated object. 
For agiicultural credit to be productive, 
it needs also to be supervised. Some su- 
peivision of agricultural credit also de¬ 
rives liotn the need to ensure repay¬ 
ment at the right time. While it is 
light and proper that commercial 
lianks .should move away from their 
tiadihonal security-oiiented approach 
in faN'our of an evaluation based on re- 
paynicnl potential and anticipated in¬ 
come, they .should make sure that such 
income is, in fact, forthcoming and this 
would mean a closer alignment with the 
scales of finance deemed appropriate 
for the particular crop that area, a 
closer look at the credit requirements 
and folloH-up action,. 

Even alter all this dwic, agriculture 
being what it 4s, one cannot rule out 
aclveise circumstances due to factors 
be>ond the fanners' control. The sub¬ 
ject of Cl op insurance has been dis¬ 
cussed off and on and there are many 
practical problems connected with it 
that will need to be sorted out. Mean¬ 
while, the Reserve Bank is on the verge 
of instituting a wide-ranging guarantee 
scheme which would cover the risks in 
lespcct of the small loans, not that a 
small loan is necessarily a had one — 
often the contraiy might well be the 
case. Yet, tlie presence of a guarantee 
.scheme should help iri removing .such 
inhibitions as tlie hanking .system, both 
commercial and co-operative, might 
have in extending its functional cover¬ 
age to this new class of borrowers. 

While the actual and potential in¬ 
creases in agricultural productivity has 
called for inoie funds for finasicing both 
current output and investment, and the 
e.stablished agencies will have to con¬ 
tinue dealing with units actually or po¬ 
tentially viable there will still remain 
special areas of demand calling for spe¬ 
cial consideration. The Small Fanners 
Development Agenpy is destfioed to fill 
one type of gap;,^ Rural fflectrifica- 
tion Corporation anodier; and the spe¬ 
cial scheme for the tribal areas yet 
another. 


the ei^iaiiifcm^ Idsffhitlc^ 

cultural credit has iometiines otnne to 
be viewed as a net outgo of funds 
from the rest of the economy to the 
agricultural sector but this need not be 
80 . In fact a conscious and deliberate 
policy of mobilising resources In the 

rural sector should go hand in hand 
with the extension of credit As far 
as the co-operatives are ooncenied, it 
would be reasonable to presume that 

the funds they deploy in the rural sec¬ 
tor are made up, rn addition to what 
they are able to mobilise in that sec¬ 
tor itself, such funds as they are able 
to obtain from ultimately the Reserve 
Bank. As regards the commercial 

banking system, the experience hitherto 
has been somewhat different. In point 
of fact, the rural and seml-iurban 
branches of the commercial banks, 
which, one might reasonably suppose, 
are the ones where agricultural credit 
activity is undertaken, were what the 
banks call ‘deposit centres' rather than 
‘advances centres'. In other words. In 
these centres, deposits far exceeded 
credit. Of course, deposits always 
would exceed credit or should do so 
for the system as a whole in view of 
the liquidity requirements. But what 
is significant is that as against a na¬ 
tional average of credit to deposits of 
well over 70 per cent, the credit to 
deposits ratio in the smaller centres 
was as low as around 40 per cent. 

In other W'ords, tlie rural branches 
of the bank.s, far from being tlie media 
for the transmission of funds from the 
central money markets to the agricul¬ 
tural economy, were in.struments for 
the reverse fran.sinission of funds from 
the rural areas to the urban and 
metropolitan centres. Clearly, this 
trend needs to be arrested and the 
funds garnered in the rural areas 
should, apart from the notional provi¬ 
sion relating to liquidity requirements 
of the banks, be deployed in the area 
itself. Emphasis 'now is rightly placed 
on deposit mobilisation in tlie lural 
areas. The generation of additional 
incomes in the rural areas opens up 
promising scope for such mobilisation 
of resources. It has been obser\ed 
that one of the most potent means of 
mobilising deposits with the organised 
banking system is for the latter to 
participate more actively by way of 
making credit to the rural sector. In 
this sense, advances do tend to create 
deposits. And an increase in their 
credit activity would also make the 
banks' branches in rural centres more 
remunerative than they have been on 
the basis of the accounting criteria 
which banks generally employ in asses¬ 
sing whether a particular brandb ope- 


raHon breaks even or itot. ^ 

The involvement of oommerdal 
banking in rural credit activities b 
thus an integral element of a nationd 
programme of institutionalised agricul¬ 
tural credit. Commercial banks are 
now implementing the Lead Bank 
Scheme in terms of which different 
districts in the country have been al¬ 
lotted to the different bonks — na¬ 
tionalised banks and a few banks in 
private sector. The scheme involves a 
commitment on the part of the lead 
banks to associate themselves directly 
at the grass-roots level with district de¬ 
velopment with the focus of activities 
on a district credit programme. The 
lead bank is expected to act as a con¬ 
sortium leader of the commercial 
banks In that area and work in very 
close liaison with the co-operative 
agencies there in assessing deposit 
potential, identifying the credit gaps 
and ultimately helping to evolve a dis¬ 
trict credit plan. 

The emphasis is thus on co-ordina¬ 
tion with the existing credit agencies 
in the niral areas, mainly the co-ope- 
rativc.s, and to supplement their activi¬ 
ties rather than supplant them and 
compete with them. An example of 
the co-ordinated approach is the 
scheme W'hereby in selected districts in 
five States commercial banks are direct¬ 
ly asssisting primary credit societies 
which though good themselves have 
found their progre.ss impeded by lack 
of adequate finance on account of the 
weaknesses in the district central hanks. 
The area of co-ordination between 
these two agencies is indeed greater 
than the area of coinpetiti(/ii. To see 
that such competition is healthy and 
co-ordination wide, at the district and 
at the State levels agricultural com¬ 
mittees are proposed, as iccornmcnded 
by the All-India Rural Credit Review 
Committee, which would provide the 
in.stitutional base for a concerted pro¬ 
gramme for the flistiict and the State 
in respect of rural credit. At the na¬ 
tional level, again as lecommended by 
that Committee, an Agricultural Credit 
Board has been set up as a specialist 
body attached to the Board of the Re¬ 
serve Bank under the Cliaimianship of 
the Governor of tlie Reserve Bank and 
consisting, among others, of both com¬ 
mercial and co-operative bank repre¬ 
sentatives. Thus, at each level, the 
district, the State and the nation, the 
framework for planning agricultural 
credit programmes is being built up. 

While this constitutes tlTe institu¬ 
tional aspect, the financing of agricul¬ 
tural credit needs, like that of other 
credit needs, should continue largely 
to be based on the savings of the 
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community. For, credit is a n>^ 
source and looking to tho Re- 
.serv<^ Bank shonld be regarded as a 
case ot recourse tu it rather tliau as a 
resource for the lender. Credit crea¬ 
tion beyond a point has inflationary 
potential and the extent to whicli the 
Reserve Bunk can create credit will 
have to bo detennined agaiwst the back¬ 
ground of the economy’s monetary 
needs and supply availability. In the 
monetary budget estimates for the 
Fourth Flan, it is i)ioposed that the 
Reserve Bank's own credit creation for 


agricultural credit ]?iixpQ»er m^t 
amount to as much as Rs 350 caroras 
over the period. This quantum is not 
an isolated figure but is rdated to die 
extent to which the monetary assets of 
the Reserve Bank can expand in rela* 
tioii to the tolerable limits of monetary 
expansion. Credit creation is after all 
another name for deficit financing. To 
the extent tu wliich other types of defi¬ 
cit financing can be kept in check, 
some flexibility would be imparted to 
the operations of the Reserve Bank as 
an nltiinutc source of refinance for the 


agricuharal seefor. 

Credit at the right time and in the 
right amount is an essential prerequisite 
for production and investment. The 
new banking policy we are now em¬ 
barked on emphasises just this and in 
so doing stresses the role of credit as 
an instrument of development, but cre¬ 
dit by itself is no soibstitute for capi¬ 
tal formed out of savings. It would 
be well to remember that while credit 
is or ought to be a lubricant for oro- 
duction, an excess or misdirection of it 
can also make it a fuel for inflation. 


00 YOU KNOW THE CONSEQUENCES ? 


BEWARE I Filing of false tax returns is severely punishable under 
the Income-Tax, Wealth Tax and Gift Tax Acts. It may cost you more 
than what you have concealed. 

Under the Income-Tax Act, a minimum penalty equal to the amount of 
the concealed income and a maximum penalty equal to twice that 
amount, is prescribed. Besides, there can also be prosecution and 
conviction—rigorous imprisonment for not less than six months which 
can be extended to two yeans. 

Similarly, evasion of wealth tax is also severely punishable under the 
Wealth Tax Act. A minimum penalty of an amount equal to the value 
of the asset so coiKealed or to the extent of understatement in the 
value of an asset or overstatement in the value of any debt. Is pres* 
cribed. This penalty can be as high as twice this amount. In addi¬ 
tion, there can be prosecution and conviction with rigorous imprisonment 
for not less than six months extendable to two years. 

Furnishing inaccurate particulars of any gift is punishable with a sum 
not less than 20% but not more than one and a half times of the 
tax which would have been avoided if the return had been accepted as 
correct. Apart from this, you can be prosecuted. Conviction can 
mean simple imprisonment extendable to one year or with fine upto 
Rs. 1,000 or both. 


REMEMBER 
EVASION OF TAX 


IS A CRIME 


If the original return filed by 
you ie false why not file a 
revised return to avoid the 
consequences of discovery. 

CENTRAL BOARD OF DIRKT TAXES 

(Oepartmsnt of Revsnus A Insurance), 

MINISTRY OF FINANCE. GOVERNMENT OF INDIA 


4ivp 70/530 
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aeViEws 


Haase OTer Aiicillaries 

Ai D Nali^ot 

Problems and Prospects of AncUary Industries in a throwing Economy 

by T K Lakshman; Rekha Pi^lications. Bangalore, 1970; pp 112; fes 10. 

MANY of us make into a book what the sample. 

would, suitably condensed, fonn an The main interest in the book is in 

article. Another mistake commoidy the 30 tables which show important de- 

made is to collect a iumble of dubious tails like turnover, nature of manage* 
facts and label the same as ^analysis*, ment, ctjsts and pro£tability among the 
These defects have led to the sunnise various units. However, inter-group 
about the average level ^ of econon^c comparisons ore rendered rffiky by the 
talent in India being low, an Impres- casual allotment of sample units to 
Sion that T K Lakshman’s book does each group. 

nothing to dispel. Xhe fail to reveal any tendency 

The l>ook has a title wliich, though not already recognised in India. It is 

formally correct, can be misleading by hardly a surprise to discover that the 

raising expectations of a wider scope rnajoiity of the selected units were 

than in fact tlie book covers. The book fouml to bo individual proprietorships 

deals with a sample of 65 part-ancil- (p 15 ) qj- that tlie total productive capi* 

lary units in Mysore. State. Pflft-an- invested was the largest in the 

Ciliary because many of the sample machine-to<il group (p 17) or that for 

units chosen ... do not conform finance the dependence was more on 

strictly to the ancillaiy character hanks and moneylenders than on the 
(p 11). Further, Lakshman does not Govemment (p 27). There has been no 
tell us the sample design used, except attempt at deep analysis of these figu- 
that it is a random one (p 11). There r^.v, or at linking them with analogous 

is an indicaHon, however, that the figures loi the ]t*st of the economy, 

sample was a stratified one (p 13) and And several of the details in the book 

that the bases for .stratification were unnecessary. Docs one really need 

the degree of industrialisation in a to he told, for instances that after tlie 
given area (p 11 ) and the type of in- optimum production level ec'onomies of 
dustrlal unit considered (p 13). How- 


scale get ejdiauoted and diminishing 
retunu set in (p 59) or that Indian 
Telephone fndnstries. Bangalore, is a 
large piiUic tedmral t^ic) establish¬ 
ment (p 66) or that HMT produces 
machines and wrist watches (p 67)P 

The study brings out pnee again the 
pn^lems our ancillary units lace, which 
include lack of cheap credit* of regular 
raw matei'ial supply, of proper market¬ 
ing channels and of skilled workmen. 
The solutions given in the book tend 
to be cither obvious or naive. It is 
nodiing new to be told that raw mate¬ 
rial supply to the units should be en¬ 
sured or that effective technical and 
marketing guidance is essential if the 
aiicillaries are to work eflRciently. And 
it is trite to say that large units should 
be barred from entering lines of pro¬ 
duction which do not generate econo¬ 
mics of scale. And should this lie so 
even if small units require more capi¬ 
tal per unit of output than large 
units? Of (ourse, the (lucstion which 
is the scarcer good that most needs to 
be paid attention to, capital or em¬ 
ployment, is a difficult one and I do 
not blamt' Lakshman for not touching 
upon it. 

In sum, tlu* book has a restricted ‘ 
scope, IS basoil on a statistical proce¬ 
dure which is vague and is perhaps of 
doubtful reliability and conveys very 
little new information. 


ever, this is not made explicit. The 
units are classified into seven groups: 


To Defeat Japan 


Group Sample Drawn Industry 


S R Tikckar 


1 

13 

Automobile Parts 

2 

8 

Agricultural Tools 
and Machine Parts 

3 

10 

Machine-Tools 

A 

9 

Ferrous and Non- 
Ferrous Metals and 
Castings 

5 

10 

Industrial Machi¬ 
nery Paris 

6 

8 

Electrical Equip¬ 
ment 

7 

7 

Miscellaneous 

Types 

groups 

65 



If the allocaticn of sample units bet¬ 
ween groups was dictated by any other 
than arbitrary considerations, Laksh¬ 
man does not tell us what those consi¬ 
derations were. Further, as *"sufflci- 
ently extensive coverage of all the 
units in the survey could not be under¬ 
taken . . by the author, one does 
not know how much reliance to place 
on the data * ojneovered. The one 
laudable point is that the author has 
not made any stunning generalisations 
and has confined hSM tot 


History of the Second World Wa 
Major-General S Woodburn Kirby 
£6 sh 6. 

BRITISH official histories of wars and 
military campaigns have been well 
known for their detailed and authori¬ 
tative narration of events. This tradi¬ 
tion of factual reporting has been 
maintained in the "Official History of 
the Second World War". James Butler 
of Cambridge University plaimed 
and executed the entire project, edit¬ 
ing the 28 volumes of the "UK Military 
Series", covering the War in the many 
continents — on land, on the seas, and 
in the air. It is the fifth volume, the 
"War Against Japan", which is review¬ 
ed here. 

Part 1 of the official histoo’ considers 
operations in Ae South-East Asian 
Can^ai^ (SEACJ during May-August 
1945. Part 2 of the series takes into 
consideration the happenings in the 

Packet March and 


r: War Against Japan, Volume 5, by 
and others, HMSO, London; pp 599; 

August 1945, ic, till the end of the 
hostilities folIo\^'ing the bombings of 
Hiroshima and Nagasaki in August 
1945. Part <3 is concerned with the 
functioning of the SEAC over the post¬ 
war period of about 15 months after 
Japan’s siuTcnder. Tlie entire chain 
of events leading to die surrender of 
Japan are surveyed in a masterly epi¬ 
logue in Part 4. As many as 32 Ap¬ 
pendices (pp 439-546) provide a fund 
of related information and historical 
background. Maps (16 in number) and 
sketches (17 in number) are well pre¬ 
sented to explain the places of action 
which, in other popular maps, are 
shown merely ai» dots. The* visual re¬ 
presentations tell a forceful tale of 
poor defences during enemy advances 
and also explain why immediate steps 
could not be taken for recapture of 
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The 

forgotten 

cotton 

Should we let half our 
cotton wealth lie underground? 



The Indian farmer is playing a vital 
role in helping the country achieve 
self-sufficiency in food grains. But 
when it comes to cotton production, 
we are allowing pygmy crops to over¬ 
power our giant performance. 

Four long years have gone by since 
the Third Plan period, and the Third 
Plan target of 70.65 lakh bales is still 
eluding us. India has the largest area 
under cotton cultivation in the world 
but the lowest yield per hectare. 

The Cotton Development Project 
of the Indian Cotton Mills'Federation 


has proved that cotton yield can be 
increased by as much as 50 to 100 
per cent. These results have been 
achieved, year after year, not on a 
few farms but on more than a lakh 
of hectares, spread right across the 
country. 

What India needs on a top priority 
buis today is a bold, vigorous pro¬ 
gramme by the Oovemment to help 
every cotton farmer in the country 
discover the treasure lying buried 
under his feet! This calls for an out¬ 
lay of about Rs.lO crores per year 
for say, five years. 


■ This will result In a saving of 
foreign exchange of over Rs 100 
crore^ per year now spent on 
importing cotton. 

■ This will help the country to step 
up its textile expom from around 
Rs. 120 crores to Rs.200 crores, 

e Thb will increase the income of the 
Ormer and yet make cloth cheaper 
for the public, and ensure gainfol 
employment for many more 
workers. 

Four million cotton cultivators could 
easily earn more—550 million people 
would be a lot happierl 



INDIAN COTTON MILLS* FEDERATION 

P. O Box No. 1449. Bombay I. 



MKi.'loit: to'tfa* 
Indbc On> 549usge) 


A diliito"’ 
makas refmnce 


easy. 

Unfortunately, the undercuirent 
tl^ughout the narration in **War 
Against Japan’*, seems to be that Japan 
fully deserved the treatment it got In¬ 
deed, the list of Japan’s misdeeds be¬ 
gins with what happened in the last 
quarter of the nineteenth century. At 
Casablanca, in Januaiy 1943, this 
sentiment found its culmination in the 
declaration by the Allies requiring the 
unconditional surrender of Japan, 
which was again confirmed at the Cairo 
Conference in December of the same 


year. 


Three great Allies are fighting this 
war to restrain and punish the 
aggression of Japan .... It is 
their purpose that Japan should be 
stripped of all the islands in the 
Pacific which she has seized or 
occupied since the beginning of 
the First World War in 1914.^ 


The declaration further assured China 
(one of the three great Allies) that. 


All the territories that Japan has 
stolen from the Chinese, such as 
Manchuria, Formosa and Pescado¬ 
res, shall be restored to the Repub¬ 
lic of China.” (p 172) 


The Allies were thus bem on stripping 
Japan of all the territories which she 
had added to her Empire since 1895. 

What had Japan really done to de¬ 
serve the combined onslaught of the 
British and American destructive wea¬ 
pons? Chapter 32 of this book pro¬ 
vides a one-sided list of alleged Japa¬ 
nese provocations and affronts. Japan 
occupied the Kurile and Ryukyu 
groups of islands, and soon followed 
this by taking over Fonnora and the 
Pescadores Islands. The war against 
Russia gave an international reputation 
to Japan, and gave it control over 
Korea and other territories. After the 
First World War, islands in the Paci¬ 
fic formerly held by Germany were ac¬ 
quired by Japan as Mandated Territo¬ 
ries, and Japan’s expansionist ambitions 
got a big boost 

Indications of Japan’s aggressive at¬ 
titude were first evident when Japan 
presented her 21 demands on China. 
Abrogation of the Anglo-Japanese Al¬ 
liance and repudiation of the Washing¬ 
ton Treaty followed in close succes¬ 
sion, and have been taken to denote 
the utter disregard Japan showed for 
intematioDal commitments. Withdrawal 
from the League of Nations was, there¬ 
fore, but a logical next step. Isolated 
by her own actions, Japan was trying 
to squeeze Britain and the US out of 
the pUnese sph&t of polittcs and com- 
mercci regarding China as her legiti¬ 
mate sphere of Influence. The menace 


of Japanese' tmpeiisbian bx Kona, 
Manchuria, too, ought to have made 
the British and American Foreign Offi¬ 
ces wiser. The organisation of the 
Japanese army along fascist lines should 
have been taken seriously in the dreum* 
stances. Yet the two big Powers failed 
to try and check the drift. In fact, 
their share in indulging Japan In its 
boldly aggressive stances cannot be 
overlooked. ^ 

To be able to carry an all-out war 
against Japan, then, vast preparations 
were necessary, and organisation of the 
commands took some time. Also, tlie 
Allies were more concerned with the 
War in Europe first, as it was a war 
for survival. The fighting in Asia 
could wait and it did. SEAC, operat¬ 
ing in the initial stages from Colombo, 
was established to oo-ordinate the of¬ 
fensive against Japan. Americans wore 
waiting for a suitable base for their air- 
power to strike the decisive blow. That 
was made possible with their capture 
of the Mariana Islands in June 1944. 

When the Americans started to attack 
Japan with the fullness of their superior 
air-arm, Japan suffered incalculable 
losses, quite apart horn the final dis¬ 
aster of the two atomic bombs. 

An interesting aspect of tlie book is 
its description of the role the Russo- 
Japanese neutrality pact played in the 
turn of the war in the Far East. Rus¬ 
sia did not sign the Potsdam declara¬ 
tion because of this pact. J'^urtlicr, if 
Japan when given the ultimatum by 
the Allies did not capitulate, it was 
because it relied on the Russo-Japanese 
neutrality pact to find an honourable 
peace at the appropnate moment. As 
long as Germany was not deleated, 
Russia was in no mood to participate 
in any Asian campaign. Stalin had 
made that clear to the Allies at Pots¬ 
dam where the ultimatum to Japan 
was finalised threatening resort to ato- 


hiio Qh 

tiot wrong in concentrating on tha 
European front. If Russia were to de« 
dare against Japan, it would have had 
to mobilise 30 divisions by tlie Trans- 
Siberian Railway. Such a military 
build-up would have taken about 10- 
12 weeks. Meanwhile, Stalin had also 
clarified the Russian territorial demands 
for declaring war on Japan. The 
Kurile Islands and the southern half 
of Sakhalin were to l3e returned to 
Russia; the port of Dairen was to be 
intcniationalised and Port Arthur to be 
a Russian naval base. There was a 
condition about the operation of the 
Manchurian railway too. All the de¬ 
mands were acceptable to the Allies, 
.subject to Chiang’s concuirence. Rus- 
.sia actually declaied war against Japan 
after Hiroshima and Nagasaki had 
been atom-bombed. When the two 
atom bombs were dropped on Hiro¬ 
shima and Nagasaki one after 
llic other, the Japanese ambassador 
was actually waiting fox a favourable 
reply from the Russian Foreign Office. 

The problems o( peace facing the 
^’IctoIious Allies were a.s great as, if 
not greater than, those ot actually car- 
lying on the wai'. First, there was the 
task of rounding up Japanese civilian 
and military peisonnel for repatriation. 
'Ihey numbered more than 10 lakhs. 
)\)sling of Nationalist Chuiose, wherevex 
the Jaiianese had been in charge, was 
anothiT equally difficult task rendered 
complicated in face of the Communist 
Chinese dominating in some regions. 
Release and repatriation of the person¬ 
nel hold by the t^icmy as Prisoners of 
War was another extensive and com¬ 
plicated undertaking that required 
priority. The history makes out that 
the onerous duties of the victorious 
Allies wore discharged with efficiency 
and without allowing human considera¬ 
tions to suffer. 
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SPECIAL ARTICLES 


Poverty in India—II 

Policies and Programmes 

V M Dandekar 
Nilakantha Rath 


At the root of the prevailing mequalities in inrome is the inequitable distribution of the means of 
production, the comiriunist solution to the problem is to socialise all means of production and ensure a 
socially equitable distribution of income. If this is ruled out, as it seems to have been ruled out, the 
other alternative is to distribute equitably the means of production themselves. 

A major means of production in the Indian economy is land. Therefore, a suggested remedy to the 
problem of poverty is to redistribute available land among all those who depend upon it. But there is 
not enough land to redistribute so that every one may employ himself on his land and earn a minimum 
desirable living. It also docs not appear to be iPsolution which can be maintained in the face of economic 
forces operating in an economy in which the means of production are privately owned. Lastly, if the 
solution IS perforce maintained over a period, it may lead Indian agriculture into conditions of stagnation. 

The other means of production are those employed in other than agricultural production, which we 
may call industrial capital. This too is in short supply and is very unequally distributed. Therefore, a 
suggested remedy to the problem of unemployment is to adopt a luhour intensive technology which with 
the available amount of capital will provide employment to all. Unfortunately, the khadi programme of 
the Khadi and Village Industries Commission provides ample evidence that it is not a feasible solution. 

Ilencc, if an equitable distribution of the means of production is not feasible or desirable, the pro^ 
blem of poverty and unemployment revolves on the question whether the vast numbers of persons with 
no means of production of their own can at all he put to productive work so that they may contribute 
to the national product and earn a share in it. The Planning Commission has dismissed this entire 
question on the ground that no precise estimates of unemployment or under-employment are available or 
can indeed he made meaningfully. But if a major reason for rural poverty is unemploymeht or under¬ 
employment, additional employment icorth Rs 800 crores to Rs 1,000 crores annually will be needed to 
lift everybody, except the poorest 10 per cent, above the poverty line. This is the measure of unemploy¬ 
ment and under-employment in the country. No greater precision is needed if anybody wants to do 
anything about it. 

This is the burden of poverty and the richer sections must bear it. A 15 per cent cut in the con^ 
sumer expenditure of the richest 5 per cent and a 7.5 per cent cut in the consumer expenditure of the 
5 per rent rich below them is all that is needed. The burden is not great if the rich will see the reason. 
It IS essential that they agree to bear it if a solution to the problem of poverty is to be found within 
the framework of private property. 

[This study was prepared by the Indian School of Political Economy, Poona, under a contract from 
the Ford Foundation. The Ford Foundation has recently released a number of studies prepared by its 
own research staff bearing on the most pressing issues which face India as it moves into the decade of 
the 1970s. Poverty is undoubtedly the most serious among them. But, on this, the Foundation decided 
that an effective study could be done only by an Indian scholar and entrusted it to the Indian School 
of Political Economy. We are publishing the entire study in two instalments. The first instalment ap¬ 
peared in the last issue.] 


IV 

POLICIES FOR EQUITABLE DISTRIBUTION 


IN the three previous sections, we have 
examined the extent and nature of 
poNcrtN'. in the country as it prevailed 
at the beginning of the last decade, 
reviewed the relevant developments 
during the decade and projected the 
same intoi the coming decade. To say 
the least, the prospects are disquiet* 
ing. Firstly, the growth of the eco¬ 
nomy has been slow and unsatisfac¬ 
tory. Secondly, the small gains of 


development seem to be monopolised 
by the upper middle and the richer 
sections of the society leaving the 
lower middle and the poorer sections 
more or less untouched by the proces¬ 
ses of development. If these trends 
continue in the coming decade, the 
goal of providing everyone with a na¬ 
tional minimum living will still be 
very much out of sight even at the 
end of the decade. Hence, firstly. 


every effort must be made to step up 
the rate of growth of the economy. 
As the same time, it must be realised 
that a higher rate of growth is not a 
substitute for positive po4tcies ensur¬ 
ing more equitable distribution of the 
gains of development without which 
the goal of providing everyone with 
a national minimum cannot be reached 
in the foreseeable future. Hence, 
secondly, ^sitive policies for equitable 
distribution must Be initiated and 
pursued without endangedng the higher 
rate of growth aimed at. In this sec- 


106 




EOO»^|C AND WEEKLY Jfanwiiy ft 10^ 


tion, \v« shall briefly discqs9 vfhat such 
pQlicies can be and in the following 
sections, review the development of 
these policies over the past two de¬ 
cades. 

Equitable Distkibuiion op What: 

Naitonal Product or Means of 
Production? 

We have focused attention on the 
problem of poverty by examining the 
distribution of consumer expenditure 
among the population. It is obvious 
therefore that, in the present context, 
by equitable distribution is meant an 
equitable distribution of consumer ex¬ 
penditure or indirectly an equitable 
distribution of personal incomes. 
Hence, the purpose of policies in this 
field must be an equitable distribution 
of the national income or national 
product among the population. How¬ 
ever, at the root of the inequitable 
distribution of the national product 
ij» the inequitable distribution of the 
means of production. The communist 
solution to this problem is to socialise 
all means of production and ensure a 
socially equitable distribution of the 
product. If this solution is ruled out, 
as it seems to have been ruled out, 
the other alternative is to distribute 
equitably the means of production 
themselves. TlAis is what is often 
suggested as a solution to the pro¬ 
blem of inequitable distribution of in¬ 
come and the consequent problem of 
poverty. 

Bedistrisution of Land 

A major means of production in 
the Indian economy is land. As we 
have seen, a large majority of the rural 
poor have cither no land or have very 
little land. With little or inadequate 
landholdings, they cannot fully em¬ 
ploy themselves and the members of 
thteir families and, for part of the 
year, they have to wait and look 
around for work. This is not always 
available. Unemployment and iinder- 
employment of a large majority of the 
population dependent on agriculture 
thus constitute the basic reason for 
their poverty. A suggested remedy is 
to redistribute the available land 
among all those who arc dependent 
upon it so that everyone will have an 
opportunity to employ himself on his 
own land. There are three relevant 
questions which most be asked and 
answered before one seeks this solu¬ 
tion* Firstly, is tkiere enough land to 
rediAtribute so that everyoae may em¬ 
ploy. bitnaelf and. hif family on his 
ownjand and earn a mintmum desir¬ 


able living? Secondly, is it a feasible 
solution in the sense of one which can 
be maintained in the face of economic 
forces operating in an economy in 
which the means of production are 
privately owned? Thirdly, if the solu¬ 
tion is perforce maintained over a 
period, docs it create conditions for a 
progressive development of agriculture 
or is there a danger of its leading 
agriculture into conditions of stagna¬ 
tion? In the following section we 
shall review the land policy in the 
last two decades and, in the light of 
these questions, examine the possibi¬ 
lities and prospects of tackling the 
problem of rural poverty by means of 
redistribution of the available land 
among all those who need it. 

Labour-In I ENsivB Technology 

The other means of production are 
those employed in other than agricul¬ 
tural production. As the industrial 
technology progresses, productivity of 
human labour improves. How’cver, at 
the same time, it takes a great deal 
of capital t(^ employ a worker. In 
fact, it is because a worker is aided 
with a great deal of capital that his 
productivity is increased. Hence, in 
a capital-short economy, the adoption 
of an advanced industrial technology 
results in employing a few workers 
with the aid of a great deal of capi¬ 
tal while denying a host of others any 
capital to employ themselves wdth. The 
situation is thus analogous to that of 
unequal distribution of land in a land- 
short economy. But though land can 
be conceivably redistributed, industrial 
capital cannot be so redistributed. A 
piece of industrial etjuipment cannot 
obviously be distributed even in the 
sense of making it available for em¬ 
ploying a larger number of persons 
than it does. A machine which em¬ 
ploys only one worker, cannot employ 
two or more. Under the circumstances, 
the only method to distribute the in¬ 
dustrial capital more equitably is to 
adopt a technology which would re¬ 
quire less capital to employ a worker 
and hence, with given capital, would 
employ a larger number of workers. 
It is for this reason that the adoption 
of a labour-intensive technology is 
advocated. This certainly can be a 
method by which the small amount of 
capital that the economy has may be 
distributed among a large number of 
workers. However, as in the case of 
redistribution of land, there are three 
questions which must be asked and 
answered before one accepts this solu¬ 
tion. Firstly, does the adoption of a 


labour-intensive technology. which 
is also a technology with low labour- 
productivity. enable a person to earn 
a minimum desirable living? Secondly, 
is it a feasible solution in the sense 
of one which can be maintained in 
the face of economic forces operating 
in an economy in which the means of 
production are privately owned? 
Thirdly, if the solution js perforce 
maintained over a period, does it 
create conditions for progres.sivc eco¬ 
nomic development or is there a dan¬ 
ger of its leading the economy into 
conditions of stagnation? In a sub¬ 
sequent section, we shall review the 
past policy in this field and, in the 
light of these questions, examine the 
feasibility and advisability of tackling 
the problem of unemployment and 
poverty by adopting a labour-inten¬ 
sive technology. 

EQurrAjjLE DisTRiDunoN OF Product 
wmi pRivA'iE Ownership of Means 
OF Production 

As we shall see, an equitable dis¬ 
tribution of the means of production, 
whether land or other, cannot be a 
solution to the problem of unemploy¬ 
ment and poverty, firstly because, in 
an economy which is short of land 
and capital, it still does not enable a 
large section of the population to em¬ 
ploy itself productively and earn a 
minimum desirable living; secondly 
because, the solution is not feasible in 
the sense of one that can be main¬ 
tained in the face of economic forces 
operating in an economy with private 
ownership of the means of production; 
and thirdly, because, if it is perforce 
maintained over a period, it will affect 
the progress of the economy and may 
indeed lead it into conditions of per¬ 
petual stagnation. Hence, if we rule 
out social ownership of all means of 
production as well as an equitable dis¬ 
tribution of the means of production, 
we are left with a situation where we 
accept private ownership of the means 
of production and also an inequitable 
distribution of the means of production. 
In the circumstances, the problem of 
equitable distribution is reduced to 
how the national product should be 
distributed among the several factors 
of production such as labour, tapital 
and entrepreneurship. 

In spite of the economic theory of 
distribution being taught in the uni¬ 
versities, this is still an unresolved 
problem. That the distribution has to 
be equitable is of course generally 
agreed. Barring extreme communistic 
utopia, it is also agreed that the dis- 
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tribution cannv.t be based on every¬ 
body’s needs for the simple reason 
that the national product is not enoutih 
to satisfy everybody’s needs. Tlie disS- 
tribntion cannot also be equal because 
it is recognised that the distribution 
must be such as will provide stimulus 
and incentive for increased produc¬ 
tion. Hence, the distribution has to 
be such that everybodv’s share will be 
in consonance with his cfTort or bis 
contribution to the total product. The 
difTu nltv arises because there is no 
agreement on how to determine the 
contribution of each one participating 
in a process of production which is 
essentially a joint effort. 

In the absence of such a positive 
agreement, a negative principle has 
emerged namely that the contribution 
of a person to the total output is to 
he determined bv how much reduc¬ 
tion in the tot.al output he can cause 
bv refuvini! to participate in the pro¬ 
duction. This is the famous ‘margi¬ 
nal’ principle in economic theory as 
it is taught in the universities. In 
practice, the enforcement of this prin- 
ci^dc and securing to oneself the share 
of the total output, which is equivalent 
t() one’s contribution even in this 
negative sctise. <lepenrfs on one’s capa¬ 
city and ability to otherw'ise refuse to 
participate in the production process. 
This is recognised as one-’s ‘bargain¬ 
ing’ canacitv or power. 

Tims, whatever the economic prin¬ 
ciples of distribution, in an economy 
with private owmershin of the means 
of nroduction, everyone’s sh.are of the 
total outruit depends upon one’s bar¬ 
gaining pow'er. The noorest sections 
of the population, with wdinm we are 
presently concerned, are also the sec¬ 
tions who are the weakest in their 
bargaining canacitv. Faced with the 
alternative of starvation, they suc¬ 
cumb to the instinct of survival and 
accent whatever is offered to them, 
whether equitable or not. In the cir¬ 
cumstances, the economy offers them 
no more than their sur\’ival. 

Minimum Wage 

Recognising that these people are 
very weak in their bargaining capacity, 
attempts have been made to ensure 
for them the minimum subsistence 
wage by means of legislation such as 
the Agricultural Minimum Wages Act 
of 1948.^ This is a facile imitation of 
similar legislation existing in the field 
of organised production. The gov¬ 
ernment believes, and wants others to 
believe, that the same protection has 
been extended to workers in the unor¬ 


ganised sector as exists for the workers 
in the organised sector. But this is 
patently false. The workers in the 
organised sector, such as the indus¬ 
trial workers, have been able to secure 
the minimum w'ages not because there 
is a legislation but because these work¬ 
ers have improved their bargaining 
powder by resorting to collective bar¬ 
gaining. This i.s not possible in the 
unorgaui-sed sector where a small 
amount of irregular and intermittent 
employment is enveloped in a mass of 
unemployment and under-emplovment. 
The Agricultural Minimum Wages Act 
has been on the statute books for over 
20 years and everyone acquainted with 
Its operation knows that it cannot be 
enforced. Indeed minimum wages 
have no meaning in a situation where 
a whiling worker can be refused em¬ 
ployment altogether. In other words, 
minimum wages have no meaning un¬ 
less at the same lime employment is 
guaranteed at the prescribed minimum 
wage. This is analogous to the pro¬ 
position that minimum support prices 
for a commodity, such as foodgrains, 
have no meaning unless somebody 
undertakes to buy all the supplies 
offered at the prescribed minimum. 
But while the latter proposition is 
generally conceded, the former is not. 
There is unwillingness to see the sim¬ 
ple proposition, or to undertake com¬ 
mitment to its implications, that there 
is no method, short of charity, of 
ensuring everyone a minimum living 
without recognising one’s right to 
work and earn one’s living. 


Because a large majority of the 
population depends upon land for its 
living, because land is in short sup¬ 
ply and because its supply can¬ 
not be easily augmented, the in¬ 
equalities in the landholdings have 
always been noticed. Beginning with 
the First Five-Year Plan, suggestions 
have been made that a ceiling be 
placed on how much land an indivi¬ 
dual may hold and that the excess land 
be distributed to those who have no 
land or have very little land. Effec¬ 
tive action along these lines has been 
rather meagre todate. However, a 
number of allied reform measures 
have been accepted in principle and 
given effect to in varying degree. 
Though they are not purported to 
redistribute land, they can never¬ 
theless redistribute agricultural in¬ 


Rxgbt to Gainful Ebsplotmbnt 

Hence, it seems that, provided the 
right of everyone to gainful employ¬ 
ment on a minimum wage can some¬ 
how be guaranteed, the problem of an 
equitable distribution of the national 
product may be resolved satisfactorilv 
even under conditions of private 
ownership of the means of production 
and its inequitable distribution. The 
problem therefore is how the ristht of 
everyone to gainful emplovni^nt » 
guaranteed. There are three relevant 
questions. Firstly, is there useful work 
to employ everyone who is willing to 
work? Secondly, seeing the dimen¬ 
sions of the problem, how should this 
be organised? Thirdly, who will pay 
for such employment? In another sec¬ 
tion, we shall review the policy in this 
field and examine the questions raised 
therein. 

Three Crugxajl Areas of Foulct 

Thus it seems that in the matter of 
an equitable distribution of income 
and gains of development, there are 
three crucial areas of policy. They 
are: Redistribution of land; Adoption 
of labour-intensive technology; and 
Guaranteeing the right to gainful em¬ 
ployment. In the following three sec¬ 
tions we shall review the development 
of policies in these respects during the 
past two decades and examine their 
potential to meet the fundamental 
problem of equitable distribution con¬ 
sistent with economic progress and 
growth. In a final section, we shall 
conclude this study. 

V 


comes considerably if effectively im¬ 
plemented. These reform measures 
arc, firstly, abolition of intermediate 
tenures; secondly, protecting the tenant 
from arbitrary eviction and regulating 
the rent he pays to the landowner; 
and finally, a series of measures of 
agricultural development aimed at in* 
creasing the productivity of the soil, 
in this section, we shall briefly review 
these several reform and, development 
measnres and then turn to the pro¬ 
blem and potential of land redistribu¬ 
tion. 

INTEBMEDEAIS TkNUBBS 

Intermediate tenures, that is land 
tenures intermediate to the actual 
cultivator and the state, were partly a 
legacy of the pre-British rulers of 
India but were aciainly a creation of 
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the early British administrators of the 
country. The British East India 
Company, as it conquered territory in 
India in the 18th and 19th centuries, 
began organising a system of land 
tenures in order to regularise and 
systematise the collection of land 
revenue which was then a major source 
of revenue of the state. In late 18th 
century and early 19th century, over 
a period of 60 years, two major land 
tenures evolved. The first was the so- 
called zamindari tenure. By this the 
government determined the total 
revenue payable for certain tracts of 
land being used for agriculture. The 
settlement was made with particular 
persons who were called zamindarg (or 
jagirdars, etc). The zamiitdars were to 
pay the stipulated revenues to the 
state; the revenues were to be collect¬ 
ed by the zamindars from the persons 
who actually cultivated the lands. The 
revenues payable to the Government 
were in some cases fixed in perpetuity 
(the so-called permanently settled 
estates), and in other cases they were 
periodically revised (the temporarily 
settled estates). Quite clearly and 
explicitly, the revenue settlements 
were not with the actual cultivators of 
the land, but with a group of superior 
holders who were m effect revenue 
farmers. The actual cultivatois of 
lands under them had, in the begin¬ 
ning, no clearly defined rights, or 
specihed rents payable by them to the 
zamindars. Indeed, they came to be 
recognised as tenants of the zamindars. 

This system of land tenure was in¬ 
troduced, by and large, in the present 
States of Assam, West Bengal, Bihar, 
Uttar Pradesh, Orissa and large parts 
of Andhra Pradesh and Tamil Nadu. 
Besides, similar systems also prevailed 
in parts of Madhya Pradesh and some 
of the erstwhile princely States Hhe 
Hyderabad, the Central Indian States, 
and Rajasthan. These systems were 
known by different names and had 
some characteristics distinct from the 
main zamindari tenure system. But 
those need not detain us here. 

The absence of any clearly defined 
rights of the *raiyats* or actual culti^ 
vators under this tenure naturally 
gave rise to a series of problems in¬ 
volving their tenure and the rent pay¬ 
able to the zamindars. Evictions-at- 
will and extortion of not only exorbi¬ 
tant rents but also of free labour be^ 
came common. Hence, a series of 
legislative measures, broadly termed 
Tenancy Acts, were undertaken. They 
defined the rights of the landholders 
under the zamindars and sought to 


protect them both in terms of tenure 
and rent. By 1940, the zamindars 
were thus reduced to the position ol 
mere revenue collectors which is what 
indeed they were. 

The object of the Tenancy Acts was 
to give protection to all actual cultiva- 
tois under the zamindars. Howevei, 
the legal definitions of a tenant were 
often very restrictive so that man> 
actual cultivators did not get any 
protection. Moreover, over the years, 
some ol the protected tenants them¬ 
selves found it profitable to turn 
middlemen and began to sub-lease Iheii 
lands. In course of time, the zamin¬ 
dars also created under them land¬ 
holders with perpetual rentals and the 
latter found it equally profitable to 
turn into absolute landowners. Thus 
whole layers of middlemen emerged 
between the actual cultivator and th® 
State sharing in the rent or revenue 
paid by the cultivator and ultimately 
meant for the State. 

AnounoN OF iNiiiwMEDiAnY Tenures 

It was natural theiefoic that the 
first act of relorm undertaken by the 
governments of the States in indepen¬ 
dent India was to abolish these intor- 
mcdidri#‘S who were no more than 
revenue collcctois woikmg on large 
margins and oppressing the actual 
cultivators in several ways. By 1954, 
most State governments had passed 
the necessary legislation. The reform 
IS now more or less complete; all inter¬ 
mediary tenures have been practically 
abolished and nearly 20 million tenants 
of the intermediaries have been 
brought into direct contact with the 
State, This should be regarded an 
important achievement. We may 
nevertheless note in passing that there 
still remain some intermediary tenures 
in a few State.s and that, in Assam, the 
Temporarily Settled Estates (zamin- 
daris) are still to be abolished. A bill 
is now on the legislative anvil. 

Abolition of intermediaries was basi¬ 
cally a reform of revenue administra¬ 
tion rather than a measure of land re¬ 
distribution. Nevertheless, it was an 
important step towards establishing an 
egalitarian society. In the first 
instance, it demolished the feudal 
structure of the rural society in these 
areas and, along with it, eliminated 
many forms of oppression and injustice 
from which the tenants of the erst¬ 
while intermediaries suffered. Second¬ 
ly, in most States, especially in West 
Bengal, along with the abolition of the 
intermediary tenures, the legislation 
sought to place a limit on the personal 


JaaoMijr % 

ownership of land to be left with dih 
erstwhile intermediaries. As a com^ 
quence. the State governments canie 
into possession of several million acres 
of uncultivated but cultivable land. 
Besides, the State guvernments had ol 
their own sizeable culturable waste 
lands. Two surveys undertaken so far 
for locating such lands, have discover¬ 
ed 1.2 million acres in blocks of more 
than 230 acres each and 4.6 million 
acres in smaller blocks. All this land 
was to be redistributed principally to 
landless workers. 

Progress of redistribution has how^ 
ever been slow and unsatisfactory* 
Many areas needed much development 
before they could be profitably culU* 
vated. Sufficient provision was not 
made for the purpose especially in 
cases where land was allotted in small 
parcels to individual families of land¬ 
less workers. Where land was avail¬ 
able in sizeable blocks, efforts were 
made, quite lightly, to settle them 
with agricultural colonies oi landless 
workers. However, many of these 
schemes were marred by faulty selec¬ 
tion of settlers, delays in execution, 
lack of co-ordination between several 
agencies involved in such schemes, 
duplication of agencies, and under¬ 
utilisation of resources created at con¬ 
siderable expense. As a result, though 
sizeable areas became available lor- 
redistribution and were distributed, it 
is doubttul whether any considerable 
nuiubei's of landless families have been 
settled in viable agriculture. 

Tenancy IIeform 

The abolition of inteimediaiy tenures 
brought these areas on par with other 
areas where the oiiginal revenue 
settlement was made with the actual 
cultivators and not with the interme¬ 
diary revenue-fanners. Early in the 
19th century, the officials of the East 
India Company had noted the undesir¬ 
able consequences of the zamindari 
settlement in eastern India. Therefore, 
when tenitones came to be conquered 
in western as well as southern and 
northern India, they decided instead 
to settle the land levenue with the 
actual cultivators, and maintain records 
and collect the revenue directly 
through an official agency * in each 
village. This came to be called the 
laiyatwari settlement. The abolition 
ol intermediary tenures tljus brought 
the zamindari areas on par with the 
raiyatwan areas. 

But the legislation abolishing the 
intermediary tenures did not go any 
further except that, in Uttar Pradesh, 
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Table 5.1: CuMaLAi vb PeRCENiAOBs of the Households in Rural Areas Operating Lano» and the Total Land Operated bv 

Them, Classifud According to Size of Opfrated Holdings 


Size CJass of Operational Holding 

Kerala 

Tamil Nadu 

Assam 

West Bengal 

(acres) 

Hou.se- 

holU 

Area 

House¬ 

hold 

Area 

House¬ 

hold 

Area 

House¬ 

hold 

Area 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

0.00 

16.73 

0.00 

39.98 

0.00 

36.22 

0.00 

33.83 

0.00 

Less than 0.50 

54.05 

4.10 

51.98 

0.63 

39.58 

0.47 

4» .17 

0.68 

1.00 

69.46 

12.40 

58.18 

3.14 

44.91 

2.19 

46.62 

2.31 

.. » 2.50 

85.19 

30.81 

75.07 

18.01 

60.82 

13.77 

63.57 

13.89 

.. 5.00 

93.94 

53.95 

88.01 

41.27 

84.83 

50.10 

83.19 

41.87 

.. 7,50 

97.03 

67.95 

94.16 

60.14 

94.61 

74.96 

92.31 

63.41 

10.00 

98.19 

75.32 

96.45 

70,26 

97.68 

86.21 

95.50 

74.19 

.. 12.50 

98.96 

81 89 

98.09 

79.45 

98.47 

89.87 

97.60 

83.14 

.. 15.00 

99.28 

85 37 

98 65 

83.48 

99.41 

95 22 

98.62 

88.56 

All Classes 

100 00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

Total number of rural 
households (million) 

2.492 

— 

6.7(>4 

— 

2.024 

— 

4.914 


Total area operatetl (million acics) 

— 

3 314 

-- 

13 107 

— 

4.694 

— 

12.557 



Table 
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Size Class of Opcr.iuonal Holding 
(acres) 

Jammu and 
Kashmir 

Union Territories 

Bihar 

Orissa 


Housc- 

hoKl 

Area 

House¬ 

hold 

Area 

House¬ 

hold 

Area 

House¬ 

hold 

AkTca 

(1) 

(2) 

(3) 

(4) 

(5) 

C6) 

(7) 

(8) 

(9) 

0.00 

11,09 

0.00 

26.81 

0.00 

21.71 

0.00 

32.59 

0.00 

Less than 0.50 

16.72 

0.32 

33.33 

0.38 

35.71 

1.14 

32.69 

0.24 

M M LOO 

24.50 

2.29 

37.44 

1.43 

46.31 

3.92 

42.80 

1.52 

.. 2.50 

54.14 

18.61 

50.97 

9.23 

65.17 

14.91 

59.70 

9.86 

5.00 

80.30 

47.79 

77.78 

39.76 

82.77 

36.64 

78.94 

30.58 

7.50 

91.89 

69.87 

89.61 

61.67 

90.39 

52.43 

87.60 

46.03 

» .. 10.00 

95.86 

80 91 

93.72 

72.39 

93.96 

63.06 

92.42 

58.63 

12.50 

98.01 

88.43 

97.10 

82.90 

96.34 

72.19 

95.47 

68.79 

.. 15.00 

98.84 

92.11 

98.31 

87.32 

97.40 

77.18 

96.92 

74.67 

M 20 00 

99.50 

96.11 

99.76 

95.35 

98.57 

84.04 

98.18 

81.19 

AH Classes 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

Total number of rural 
households^Oni 1 lion) 

0.604 

— 

0.414 

— 

8.503 

— 

3.799 


Total area operated (million acres) 

_ 

1.875 

— 

1.333 

— 

24.536 


12.604 


Continued 
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Table 5.1 continued 


Size Class of Operational Holding 
(acres) 

(1) 

Uttar Pradesh 

Punjab and Haryana 

Andhra 

Pradesh 

Mysore 

House¬ 

hold 

(2) 

Area 

(3) 

House¬ 

hold 

(4) 

Area 

(5) 

House¬ 

hold 

(6) 

Area 

(7) 

House 

hold 

(8) 

Area 

(9) 

0.00 

20.76 

0.00 

39.09 

0.00 

37.95 

0.00 

24.11 

0.00 

Less than 0.50 

27.24 

0.44 

45.75 

0.11 

46.15 

0.37 

31.79 

0.04 

„ 1 00 

35.39 

2.17 

49.32 

0.60 

50.07 

0.98 

34.17 

0.25 

„ 2.50 

55.58 

11.77 

56,62 

2.79 

65.95 

6.97 

43.99 

2.65 

„ 5.00 

77.47 

33.73 

65.08 

8.34 

77.10 

16.45 

57.22 

9.37 

7.50 

87.74 

51.55 

73 86 

18 34 

84.57 

26.98 

70.23 

20.74 

.. .. 10.00 

92 24 

62 45 

79 95 

27.9g 

88.25 

34.38 

78,50 

30.65 

„ .. 12.50 

95.17 

71 67 

85.12 

28.55 

91.09 

41.61 

84.30 

39.82 

.. „ 15,00 

96.68 

77.56 

88.69 

47.48 

92.77 

47.06 

87.22 

45.62 

.. 20.00 

98.31 

85 51 

93 58 

62.71 

95 21 

56.81 

91.06 

54.96 

„ 25.00 

98.97 

89 61 

96.03 

72.70 

96.88 

65.43 

93,83 

63.64 

„ „ 30.00 

99.40 

9? 92 

97.51 

80 20 

97.61 

70.05 

95.74 

71.15 

All Classes 

Total number of rural households 

100.00 ■ 

100.00 

100.00 

100 00 

100 00 

100.00 

100.00 

100.00 

(million) 

13.372 


2 494 

— 

6.641 

_ 

3.567 

— 

Total area operated (million acres) 

— 

46 978 

— 

13.605 


28.219 


24.277 


Table 5.1 concluded 


Size Class of Operational Holding 
(acres) 

(1) 

Gujarat 

Madhya Pra<tesh 

Maharashtra 

Rajasthan 

House¬ 

hold 

(2) 

Area 

(3) 

llousc- 

holil 

(4) 

Area 

(5) 

House¬ 

hold 

(6) 

Area 

(7) 

Hoii.'c- 

hold 

(8) 

Area 

(9) 

0.00 


25.41 

0.00 

18.45 

0 00 

26.29 

0.00 

11.84 

0.00 

Less than 

0.50 

34.46 

0 09 

24.88 

0 07 

.35.61 

0 00 

14.00 

0.03 


1.00 

36 42 

0.38 

28.09 

0 37 

38.21 

0 34 

15.56 

0.13 


2.50 

47.09 

2 92 

39 20 

2.96 

48 60 

2.65 

26.89 

H82 


5.00 

.^8.68 

8.70 

54.83 

10 43 

61 00 

8 46 

43,47 

6.89 


7.50 

67.11 

15.55 

67.31 

20.52 

69 05 

14.78 

56 12 

13.29 


10.00 

74.85 

24.14 

75 16 

29 50 

75.10 

21.52 

65.09 

19.79 


12.50 

80.80 

32.96 

81 16 

38 25 

80.16 

28 83 

71.75 

25,81 


15.00 

84.34 

39.41 

85.42 

45.86 

83.44 

34.64 

76.59 

31.22 


20.00 

89.43 

50.83 

91.31 

59.28 

88.36 

45.63 

83 25 

40.70 


25.00 

92.45 

59 65 

94 32 

68.04 

92.10 

56.24 

87.75 

48.97 


30.00 

94 87 

68.42 

96 22 

74 87 

94.17 

63.56 

90.46 

54,99 


50.00 

98.82 

88 15 

98.87 

87.59 

98.32 

83 75 

96 45 

73.62 

All Classes 

100.00 

100.00 

100 00 

100 00 

100.00 

100.00 

100.00 

100.00 

Total number of niral households 









(million) 

3.141 

— 

5.479 


5.302 


2.956 

— 

Total area 

operated (million acres) 

— 

23 215 


41.789 


40.975 


36.552 


the Zamindan Abolition Act of 1951 
specifically prohibited sub-letting by 
the erstwhile tenants of the zamindars. 
In particular, it should bv, noted that, 
in all such legislation, including the 
UP legislation, the expression ‘tenant* 
did not include the share-croppers— 
the Bargadars in West Bengal, the 
Bhagehasis in Orissa, the Bataidars in 
Bihar, the Adhiars in ASwSam, and the 
Sajhis in Uttar Pradesh. The share¬ 
croppers were indeed the tenants of 
the so-called raiyats or the protected 
tenants and not of the intermediaries 
and as such did not receive any legis¬ 
lative protection. They belonged to 
the same category as had arisen in the 
raiyatwari areas where, subsequent to 
the original settlement with the actual 
cultivators of land, the owner-cultiva¬ 
tors had found it profitable to lease 
out their land to tenants-at-will on 
various terms and conditions including 
share-cropping. The real problem of 


security of tenure and burden of rents 
was of these tenants-at-will and it 
existed all over the country. 

The essential purpose of tenancy 
reform is, firstly, to give security of 
tenure to such tenants and, secondly, 
to regulate the rents they pay. It is 
obvious that the one without the 
other makes no sense and hence that 
the two measures must go hand in 
hand. Clearly, a system of land re¬ 
cords showing ownership and tenancy 
on each plot of land from year to year 
was an essential prerequisite for an 
effective implementation of any 
tenancy reform with this purpose. The 
old Bombay State because of its raiyai- 
wari settlement had such a system of 
land records and a revenue adminis¬ 
tration reaching down to the village 
level. The State gave a lead in the 
matter of tenancy reform. The Bom¬ 
bay Tenancy Act of 1948 gave protec¬ 
tion to every tenant and fixed 9 rent 


much lower than the prevailing ones. 
However, in spite of the system of 
land records and revenuL administra¬ 
tion, the irnplt inentation of the tenancy 
ieft)rm became far too cumbrous and 
it.s lesults unsatisfactory. The pres- 
suie of population on land and the 
generally weaker position of the 
Umanis made it difficult to enforce the 
legislation and regulate tenancy rela¬ 
tions. The government soon came to 
the conclusion that in practice it was 
difficult to regulate tenancy effectively 
and hence that it was desirable to 
abolish it altogether. This is what the 
Bombay legislation in 1956 sought to 
do. Ownership of land was transferred 
to the cultivating tenants and, for all 
practical purposes, tenancy was abo¬ 
lished. Operationally, the^ measure 
was simpler to implement and has 
been in general implemented more 
effectively than the previous legisla¬ 
tion, 
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Tenancy reform was also initialed 
at an early stage u: the old Hyderabad 
State and in Rajasthan. However, the 
legislation in these States did not go 
so far as the Bombay legislation. In 
both these States, creation of new 
tenancies was left unregulated. In 
Punjab (including Haryana) legislation 
in 1955 gave security of tenure to 
tenants on a part of the land in their 
cultivation. Similai legislation was 
passed in Madhya Pradesh in 1959. 

In most other Slates, tenancy reform 
hais either been neglected or attended 
to very indifTerently In most parts 
of Bihar, the Bihar Tenancy Act of 
1885 is still the rule. Tt was supple¬ 
mented. in 1961, by certain provisions 
of the Ceiling Act of 1961. According 
to the prevailing law, the under-raiyats 
(tenants) arc given occupancy lights 
after 12 years of continuous occupa¬ 
tion provided the raiyat (owner) has at 
least 5 acres irrigated or 10 acres of 
other land. The non-occupancy unaer- 
raiyats and bataidars remain largely 
unprotected; most of their leases are 
oral and law is silent on them. Most 
of these tenancies are iiniccorded 
Administrative measures to record 
them recently brought thousands of 
legal proceedings in a district like 
Purnea. In Uttar Pradesh, as earlier 
mentioned, the Zamindari Abolition 
Act of 1951 prohibited sub-letting by 
the erstwhile tenants of the zaniindars 
but explicitly permitted share-cropping. 
Share-cropping was not only peimilted 
but the share-croppers have remained 
totally unprotected to this date. 

In Assam, the under-raiyats in the 
former permanently settled estates are 
still governed by the Act of 1929 
which lays down conditions for the 
termination of their tenancies. The 
adhiars, that is the share-croppers, 
both in the permanently and t<*m- 
porarily setted estates have no security 
of lenuie: nevertheh'ss an Act of 1948 
limits the rents payable by them to 
between l/5lh to l/4th of the gross 
produce. One wonders how. 

In West Bengal, the Estates Aboli¬ 
tion Act of 1953 had left untouched 
the bargadais or share-croppers. The 
West Bengal Land Reforms Act of 
1956 purported to give some protec¬ 
tion to bargadars. Rent was fixed at 
half share of produce in case the land- 
owner shared in costs; otherwise he 
was to get only 40 per cent. Evictions 
wore permitted for personal cultiva¬ 
tion by the landowner. In case the 
landowner owned less than 7.5 acres, 
he could resume the entire area; 
otherwise, he could resume so much 


as would make his total cultivated 
area no more than 2/3rds of his owned 
land. By a recent (1970) amendment 
of the Act by Presidential enactment, 
the rent payable has been brought 
down to one-fourth of gross produce 
in case landowner does not share in 
cost. Moreover, resumption is per¬ 
mitted upto that extent so that land¬ 
owner’s cultivated holding does not 
exceed 7 1/2 acres, provided the 

baigadar is left with at least 2 acres 
to cultivate. 

In Kerala too, a comprehensive 
tenancy reform was brought into effect 
only from the beginning of this year. 
Ownership of land is transferred to the 
cultivating tenants subject to only a 
limited right of resumption by the 
small owners. Voluntary surrenders 
by the tenants are permitted but only 
to the State which will redistribute 
the land thus surrendered. 

In the non-Hyderabad part of Andhra 
Pradesh, an Act was passed in 1956, 
as an inteiim measure, giving the 
tenants security of tenure for three 
years on the understanding that this 
would soon be replicod by a fullfledg- 
ed tenancy reform. But the Bills of 
1960 and 1961 were allowed to lapse 
and only the grace period of security 
of tenure has been extended from time 
to lime. Fourteen years after the 
first interim measure, a Bill is now 
in the legislature. 

The case of Tamil Nadu is similar. 
In 1956, an interim measure was 
passed giving protection to tenants for 
one year. It also fixed rent from one- 
third to 40 p<^r cent and gave a condi¬ 
tional right of resumption by the 
owners. The interim measure has 
been extended fiom time to time but 
not still replaced by a comprehensive 
tenancy reform. 

In Mysoie, substantial legislation 
was finally passed in 1965. It gives 
security ol tenure to tenants but, 
under certain conditions, allows land¬ 
lords to resume land for personal 
cultivation before a stipulated date. 
The applications for resumption must 
be several thousands and are still 
being processed. It is only after they 
are decided upon that the tenants will 
get a chance to become owners of the 
land under their cultivation. 

In Orissa too, after long delay, a 
similar legislation was passed in 1965. 
At present the applications for re¬ 
sumption by landowners are under 
consideration. The tenants' right to 
ownership of land under their cultiva¬ 
tion will be considered later. 

In Jammu-Kashmir too, protection 


to all tenants was given only In 1965 
and new tenancies are still left un¬ 
protected. Rents arc fixed low only 
for the tenants of bigger land-owners. 

Problem of Implementation 

This brief review of the tenancy re¬ 
form legislation makes it clear that, 
except in a few States, the problem 
has been neglected or attended to very 
indifferently. The reasons cannot be 
other than the political. It is obvious 
that some people will not move vntil 
it is too late. It is not surprising 
therefore that the implementation of 
the legislation has been, again except 
in a few States, generally ineffective. 
The Third Plan observed: “There has 
been insufficient attention to the 
administrative aspects of land reform. 
Frequently at lower levels of adminis¬ 
tration, collusion and evasion have 
gone unchecked and there has been 
failure also to enlist the support and 
sanction of the village community in 
favour of effective enforcement of legal 
provisions.’*^ The last mentioned cir¬ 
cumstance was only to be expected. 
After all, it must be recognised that 
the village community consists in large 
part of the landowners, small and 
large, and that tenancy legislation 
regulating and limiting tenancy goes 
against their concept of the proprie¬ 
tary rights in land; in any case, it 
affects them adversely as owners. 
Therefore it would be too much to ex¬ 
pect their support and sanction in the 
enforcement of the tenancy legislation. 

A more important reason for failure 
to implement was that legislation was 
enacted without strengthening ade¬ 
quately the revenue administration on 
which lay the responsibility to imple¬ 
ment and enforce the law. Even in 
those areas where intermediary inte¬ 
rests did not exist and where there¬ 
fore there was a systematic land record 
and a fairly strong revenue adminis¬ 
tration, it proved inadequate to en¬ 
force the tenancy legislation which it 
was called upon to do in addition to. 
its normal revenue functions. In 
those areas wheie, because of the exi.st- 
f^nce of the intermediary interests, no 
.systematic land records were available 
and the revenue administi^tion wa^ 
weak and inadequate, it was evidently 
impossible to implement and enforce 
effectively any detailed tenancy legis¬ 
lation. 

In view of this failure to implement, 
there was an obvious need to adopt a 
phased programme of implementation. 
This was nbt difficult to do. For ins¬ 
tance, the, tenancy legislation could be 
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Table 5.2: Imposition of Cpilinos and Redistribution of Surplus to the Landless 
AND THE Small Cui.tivators 


Sidie Average Proposed Per Ceni Surplus Proposcil Per ceih Surplus 

Area Per Mini- of H.H. Area Ceiling of H.H. Area 



Rural 

mum 

below 

Needed 

Area 

above 

Available 


House- 

Area to 

Mini- 

(million 

(acres) 

Ceiling 

(million 


hold 

be Given 

mum 

acres) 


acres) 


(acre") 

(acres) 






(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Kerala 

1.32 

0.5 

54 05 

0.538 

7.5 

2 97 

0.507 

Tamil Nadu 

1 94 

0.5 

51 98 

1.676 

10 0 

3 55 

1.498 

Assam 

2 29 

0 5 

39 58 

0 379 

7 5 

5 39 

0 347 

West Bengal 
Jammu and 

2.55 

0.5 

41.17 

0 927 

10 0 

4.50 

1 031 

Kashmir 

Union 

3.10 

0.5 

16 72 

0 043 

15.0 

1 16 

0.043 

Territories 

3 21 

0 5 

33.33 

0 064 

15 0 

1.69 

0 064 

Bihar 

2 88 

1 0 

46.31 

2 975 

12 5 

3 66 

2 936 

Orissa 

3.31 

1 0 

42 SO 

1 434 

15 0 

5 08 

1 437 

Uttar Pradesh 

3 51 

1.0 

35.39 

3.715 

15 0 

3 32 

3 884 

Punjab 

5 45 

1.0 

49 32 

1.149 

25 0 

3 97 

1 239 

Andlira Pradesh 

4 24 

2 5 

65.95 

S 982 

15 0 

7.23 

1 .738 

Mysore 

(} 80 

2.5 

43.99 

3 280 

2:> 0 

6 17 

3 326 

Gujarat 

Madhya 

7.39 

2 5 

47.09 

3.020 

25 0 

7.55 

3 443 

Piadcsh 

7.hi 

2 5 

39.20 

4 135 

30 0 

3.78 

4 292 

Maharashtra 

7 72 

2 5 

48.60 

5 357 

30 0 

5.83 

5 662 

Rajasthan 

12 3b 

5 0 

43 47 

3 905 

50 0 

3 55 

4 394 


iDjclo applicable, in the first, instance, 
lo the lands of only the absenree 
owners, or lo the lands of landowners 
ownin.i^ lands above a certain limit. By 
so proceeding, at each stage the num¬ 
ber ot (hose adversely affected could 
be kept to a minimum while at the 
same time maximising the number of 
thos'' benehted. Spccihc progress 
could thus be achieved. The point was 
made in the bust Plan: "In the first 
place, any measuies which are taken 
to inot*"ct the tenants of small and 
middle owners should be simple to 
administer and .. . care should be 
taken to ensure that [such] measures 
. . . do not operate seriously to reduce 
the movement of the people from rural 
areas into other occupations, whether 
in towns or villages ... There is little 
to hi gained by treating the leasing 
of land by small and middle owners 
as examples of absenteeism to be dealt 
with along the same lines as lands 
belonging to substantial owners which 
arc cultivated by tenants-abwill.’*^ 
This was not heeded. In consequence, 
the revenue administration was over¬ 
whelmed with innumerable cases, im¬ 
portant in law but trivial in practice, 
while the few critical cases escaped 
the attention they deserved. 

Besides these difficulties of adminis¬ 
tering a legal measure of vast dimen¬ 
sions by legal means, there is of 
course a more fundamental reason 
why, under conditions of pressure of 
population on land, regulation ot 
tenancy becomes difficult. As men¬ 
tioned earlier, to be meaningful, regu* 


lalion of tenancy must include secu- 
iily of tenure and fixation of rent. 
But tlic two together amount to a 
measuic of price control in a situa¬ 
tion ol acutr shortages which it is not 
easy to onfuice m so unorganised and 
fai -flung a market as exists in land. It 
is for thi.s reason that abolition of 
tenancy altogeilicr rather than its 
legiilation is to be recommended. 1'his 
is coiil'nmed by the Bombay experi¬ 
ence. 

The purpose t)f tenancy reform is 
nol to redistributo either the owner¬ 
ship or the cultivated holdings. Its 
purpose IS to secure for the tenant a 
larger shaie m the pioduct of land he 
cultivates and, coupled with security 
of tenure, lo provide greater incentive 
for land improvement and greater 
production. When tenancy is sought 
to be tibolished by transfer of owner¬ 
ship (o the cultivating tenant, the 
ownership holdings are redistributed. 
However, as a measure of redistribii- 
lion ol land, abolition of tenancy is 
usually double-edged. On the one 
hand, tenants of a certain standing are 
declared the owners of the land under 
their cultivation; the landowners are 
dispossessed usually with adequate 
compen.sation. On the other hand, 
under certain conditions, landlords are 
allowed to resume land for personal 
cultivation: the tenants, usually of 
short standing, are evicted from the 
lands they cultivated. The first pro¬ 
cess leads to a considerable redistribu¬ 
tion of the ownership of land. The 
second process throws out a number 


of tenants from the lands they culti-* 
vated. On balance, the result is pro¬ 
bably a somewhat inoie equitable dis¬ 
tribution of ownership of land. But, 
both processes lead to an expansion of 
owner-cultivation; that, and not redis¬ 
tribution, is the essential purpose of 
abolition of tenancy. 

It should be recognised that legal 
prohibition of tenancy constitutes an 
important limitation of thr; concept of 
private property in land. An allied 
and needed rneasuie is prohibition ol 
land mortgage or else a great deal ot 
tenancy app< ars in the concealed form 
of mortgage. Cxmtinued enforcement 
of such measures, undci conditions of 
population pressure on land is not 
easy. As soon as tenancy and land- 
mortgage are legally prohibited, they 
begin to apjicar in several ^ concealed 
forms. A fanuliar form is one in 
whicii tenants aie decl.ired as farm 
seivants and a moitgagc is .shown as 
a condiiioiial puichas«\ TTiis is not 
easy to prevent. Nevertheless, legal 
piohibiti«m ol tenancy and land-mort¬ 
gage hclp^ lo direct atieniiun of lan'd- 
uNvnets to possibilities of owncr-culti- 
valiun. But owner-cultnation receives 
a real positive impetus only when it 
become.^ economically piolitable and 
there are opporUinitics for it to grow 
as a business’. 

AgIU( lUL rURAL Dk V ELOPMENl' 

A leal posii.ve iiTiiietus to owner- 
cultivation came m the middle of the 
Ihird Plan when concentrated cfTorl 
in agricultural nseaich began to show 
rc.sults. Improved high-yielding seeds 
making gieater use oi water and 
fertilisers weic developed, established 
and introiluced. They p.'-omised to in¬ 
crease gieally the pioductivity of land 
and profitabiJitV of agriculture. Al¬ 
most for the tirst tinir in the history 
of Indian agnculture, owner-cultiva¬ 
tion. without exifloitation of labour, 
promised to be a prolitable activity, 
Thi.s naturally caused a certain rever¬ 
sal in the politico-economic thinking 
in the country' asulting in a wider ac¬ 
ceptance among the jxTicy-makers of 
the prodiit tion-ti/st philosophy and 
consequent neglect or at least post¬ 
poning of consideration of the problems 
of distributive justice. Now that both 
the promise and the consequence of 
the new technological advances are 
beginning to be better u«derstood, 
the old quest ions have emerged. 

In the context of the new techno¬ 
logical advanccvS, often referred to as 
the Green Revolution, there are three 
questions to ask and answer; Firstly, 
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will the tcchnologicul advances in agri¬ 
culture reduce or enhance the inequali¬ 
ties in the distribution of agricultural 
incomes? Secondly, will the techno¬ 
logical advances substantially reduce 
the size of the minimum holding 
necessary to piuvid<^ the minimum 
living? Thirdly, will the technological 
advance increase the eniployinent 
potential Jn agiicultuie so that the 
landless workcis even if they 
remain landless will liiid adequate 
erru’loyment in agricultute? In the 
following, wc sJialJ answer these ques 
lions briefly one bv one. 

jNEQUAiriy and Nlav Technology 

Incqualiiy in agriculture basically 
stems ficmi the inc(iualil> in the dis¬ 
tribution of landholdings. It is 
obvious that agriculliii.il technological 
advances by themselves cannot reduce 
this inequality. Ilow'ever, an indirect 
consequence is j^ussible. Technological 
advances have gieatl> enhanced iho 
productivity of the inigated land or 
land with assured watei supply in 
comparison with that of the dry land. 
Irrigated land was always moie pio- 
ductivc and lor that reason, more 
valuable than the div land. But the 
new technological advances have 
greatly widened the dilTeriiUial bet¬ 
ween the two. Hence, to the extent 
smaller holdings have proportionately 
soniewliat moic iiiigated land, ihe 
technol(»gicai advances may benelit 
them proportionately more than the 
larger holdings. 'Ihis may sliglitly 
reduce the inequality in agiicultu.al 
incomes arising oui of the unequal 
dislnlniUon of landholdings. 

There is .mothei icason why the 
technological advances may reduce the 
inequality arising tiui of the unequal 
distribution of landholdings. Greatei 
use of water and lertilisers in general 
lead to more intensive cultivation and 
greater use of human labour. We 
shall return to this i)uint again. How¬ 
ever, to the extent that this is true, 
small liolclings with surplus family 
labour have a distinct advantage over 
largo faims which must hire addi¬ 
tional lahoui Hence, fuller employ¬ 
ment of the family laboui on small 
larms may improve their position lela- 
tive to the laiger farms and may 
somewhat reduce the inequality in 
agricultural incomes arising out of un¬ 
equal disfiibution of landholdings. 

Thcie are however other elements 
in the situation w'hich a.-e more potent. 
First is the vast dilTerence that the 
new technology has made between 


irrigated and unirrigated agriculture. 
The new inequalities thus created are 
far more glaring than the previous 
ones stemm.ng entirely from unequal 
distiibution of landholdings. Even 
more important is the fact that these 
inequalities are being created in the 
mam at the cost of the community. 
All major and medium irrigation works 
arc constiucled at the cost of the 
community while their l>cnofits are 
being inonopolis^'d by a few whose 
lands happen to be irrigated All 
altc'nipts recover even part of the 
developmeni co.st from those who 
henefit I herefrom have failed in the 
jiasi 'lliev rue not likely to succeed 
m the neai fiituie. The new techno¬ 
logy has placed the entire agricultural 
punliJction at the mercy ot those who 
own iiiigated lands and the country 
cannot afford to invite their distilea- 
sure. 

Because Ihe new' technology has 
gr<atl> enhanced the jiioductivitv of 
the Iiiigated land, investment in the 
impi ovement of the soil and water le- 
scuirces on oiie’.s land, such as by 
wril digging, land-levelling, etc, has 
bcco^ic worthwhile This is generally 
done at piivate cost and gains fnun 
It legitimately accrue lo the land¬ 
owner However, ihe relevant pont 
in the piesent context is that the new 
technology makes such c.qiital accu¬ 
mulation m soil and water prohtable 
and that hener' q v ill be made. Such 
capital accumulation will enhance the 
productivity of the soil and hence will 
lead to increased agiicultiiral produc¬ 
tion. Howevei, it will also im vitably 
inciease inequalities in agriculture be¬ 
cause capital accumulation is a cumu¬ 
lative piocess 

Protilable faims will accumulato 
capital in two forms besides in their 
own soil and water resources. Firstly, 
because cultivation is profitable, profi¬ 
table farms will expand by acquisition 
of moie land A ceiling on holdings 
doos not prevent this process for there 
is much room for many farms to ex¬ 
pand below the ceiling. The .small un¬ 
profitable farms will thus be gradually 
squeezed out of existence. Secondly, 
capital will bo accumulated in farm 
machinery and equipment. As men¬ 
tioned above, the new technological 
advances in general entail greater use 
of human labour. Employment of 
more hired labour involves problems 
of both expense and management. The 
profitable farms will thus inevitably 
begin to make greater use of labour- 
.saving equipment and machinery. The 


process has already begun and will 
proceed faster than is generally realis¬ 
ed. Expansion of the farm size by ac- 
quisition ol more land and mechanisa¬ 
tion are complementary processes. The 
two will go hand in hand and will re¬ 
sult in greater inequalities in agricul¬ 
ture. 

In b.'-ief, the new technology has 
made cultivation under certain condi 
tions a pi oh table business. Within the 
institutional framework of pt'ivate 
property in l.ind, this can only lead to 
Ihe development of capitalist agricul- 
tiiie This will increase agricultural 
production but, the capitalist process 
will also inevitably lesuJt in a greater 
eoncentiation of the means of agiicul- 
tural production, land, water and 
equipment, in fewer hands, 

Sm\lt. Fahmer and New TECiiNOixycv 

As mentioned above, a small farmer 
if he has some irrigation water, now- 
has a chance to improxe his position 
considerably. Therefore, if a small 
farmer who has no irrigation could be 
given a new souice of irrigation such 
as a well by means of which he might 
conveit thice or four acres of diy 
agi iculf 111 e into irrigated agriculture, 
he could also lilt himself lo viability'. 
This icciuiics capita). , Adoption of 
new technology also requires consider¬ 
able working capital. The needed 
capital must be provided by means of 
approi)rfale long- and short-term credit 
This is what the Small Farmeis’ Deve- 
lomcni Agency pioposed in the Fourth 
Plan chiefly proposes to do. The 
Agency will thus cover what mav be 
called potentially viable and hence 
creditworthy farmers. Their number 
cannot as yet be estimated. But, 
puma fade, it cannot be more than a 
fraction of the class of uneconomic 
small larmeis. 

The new technology and hence 
credit cannot help the remaining va.st 
numbers of small uneconomic farmers 
with little existing or potimlial irriga¬ 
tion. As the Fourth Plan rightly 
observes, they fall basically in the 
same categoiy as the landless labour. 
They cannot be settled m agriculture 
on the basis of their existing land- 
holdings. Indeed if, under the impetus 
of the new technology, Indian agricul¬ 
ture develops along capitalist lines 
indicated above, the small non-viablc 
farmeis will gradually be squeezed out 
oh land and will perforce join the 
ranks of the landless labour. Wc 
should therefore examine the prospects 
that the new technology offers to the 
landless labour. 
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Tablf 5.3 : Imposition of CtiUNCS and Fixation of Floors for Redistribution of Sitrplus Land 


• 

Ceiling 

Surplus 

Average 

Floor 

Percentage 

Surplus Needed to Bring upto the Floor 

State 

Area 

Land 

Area Per 

Area 

of Rural 


Level All Houscholtls with 

(acres) 

Available 

Operating 

(acre.«:) 

House- 


0 5 

1 0 
Acres 
or More 

2 5 



(million 

acre>) 

House¬ 

hold 

(acre>) 


holds be¬ 
low the 
Floor 

Lund 

Acres 
or More 

Acres 
or More 







(million 

UCI'CS) 


(1) 

< 2 ) 

(3) 

(4» 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

Kerala 

7.5 

0 507 

1.60 

1 0 

69.46 

0.903 

0.109 



Tamil Natlu 

10.0 

1.498 

3.23 

2.5 

75 07 

— 

1.627 

.... 

— 

Assam 

7.5 

0 317 

1 60 

2 5 

60 82 

-- 

0.457 

— 

— 

West Bengal 

10.0 

1 031 

3 86 

2.5 

63.57 

— 

1.094 

- 

— 

Jarnmu and Kashmir 

15.0 

0 043 

3 49 

2 5 

M 14 

- - 

— 

0.142 

— 

Union Territories 

15 0 

0 064 

4.40 

2.5 

50.97 


0.065 


— 

Bihar 

12.5 

2 936 

3 69 

2 5 

65 17 


2 883 


— 

Orissa 

15 0 

1 437 

4 92 

2 5 

59.70 

I 302 

— 

- 

— 

Uttar Pradesh 

15 0 

3 884 

4 43 

2 5 

55 88 


4 256 


— 

Punjab-Harvana 

25.0 

1 239 

8.95 

5.0 

65.08 


1.291 



Andhra Pradesh 

15 0 

7.738 

6 85 

5 0 

77.10 

8 359 



— 

Mysore 

2s. 0 

3 326 

8 97 

7.5 

70.23 

- 

-- 

4 647 

2,627 

Gujarat 

25 0 

3 443 

9 91 

7.5 

67 II 



3.707 

— 

Madhya Pra<iesh 

30 0 

4 292 

9 35 

7 5 

67.31 

- 


— 

4.211 

Maharashtra 

30 0 

5 662 

10 48 

7.5 

69 05 

— 


6 843 

— 

Rajasthan 

50 0 

4 394 

14 03 

10 0 

65.09 




4.720 


J*]MrLO\TwfEN'l‘ PoiTSNTIAL AND 
New Technology 

As mentioned above, the new tech' 
nolu^iical advances in /'eneral entail 
moie intensive cultivation and greater 
use of human labour. However, side 
by side and because of it. it also ini¬ 
tiates and promotes the procf'ss of 
agricultural mechanisation which will 
inevitably reduce the demand for 
laboiii in agriculture. Judging by the 
experience of capitalist agricultiiie in 
the developed countries, it seems cer¬ 
tain that the new technological advan¬ 
ces, on balance, will reduce .nnd not 
increase the employment potential in 
agriciillure. Under-employment of 
family labour will be reduced and wage 
employment will bo rationalised and 
belter paid, but a large number of 
landless workers will be thrown out 
of agriculture. The fact which is con¬ 
cealed today will become evident, 
namely that there is not 100 m enough 
in agriculture for so many people. 

• Such are the possible consequences 
of the development of capitalist agri¬ 
culture which the new agricultural 
technology coupled with the institu¬ 
tion of private property in land will 
promote. Therefore, while one is 
seeking to abolish inequality and in¬ 
justice in the old feudal structure by 
abolishing I he intermediaries and re¬ 
forming or abolishing the tenancy thus 
creating conditions for owner-cultiva¬ 
tion, inequalities will reappear in a 
more aggressive* form strengthened by 
potent capitalistic economic forces. 
The old question thus recurs in a new 


silwatum: Slundil we imjxisc a limit 
or a ccilin-i on ihc amount of land a 
person may own and redistribute the 
suipliis land among the landless 
wn.keis and the very small farmers? 

IN THE DlSlKUlUHON OF 
I.VNDHOr.DINGS 

As mentioned at the beginning, the 
demand for a coiling on landholdings 
aiises because, while thcie is great 
pitssLire of fK’ipulation on land, the 
available land is very unequally distri¬ 
buted among the population. The facts 
aie patent. Nevertheless, the full ex¬ 
tent of inequality^ is not often realised, 
'•'he latest published data come from 
the Seventeenth Round of the National 
Sample Suivcy They relate to botli 
tin; owned and the cultivated 01 opera¬ 
tional landliolilings. If the basic prin¬ 
ciples of tenancy reform are accepted 
and if in due course all tenants come 
to ow'n the land undei their cultiva¬ 
tion, it is tlic cultivated or the opera¬ 
tional holdings rather than the owned 
holdings which become relevant. They 
are naturally a little less unequally 
distribuled than are the owned hold¬ 
ings, because many landless house¬ 
holds as also many small landowners 
lease m land for cultivation from the 
bigger landowneis. Nevertheless, the 
inequalilies in the distribution of 
landholdings aic glaring. 

The data lor cultivated or opera¬ 
tional holdings relate to the year 196U- 
61. They show that taking the 
country as a whole, nearly 36 per cent 
of the rural households did not culti- 


vale any land or less than half an acre 
<ach. Households cultivating no land 
or less than 2.*? acres each constituted 
57.59 per cent of the rural households 
and between them they oi:)erated onjy 
7 per cent of the total land. On the 
other hand, only 2,09 per cent of the 
lu)Us<-holds had operational holdings of 
more than 30 acres each, but between 
them they operated nearly 23 per cent 
of the total land. 

This all-India pictuK* does not ade¬ 
quately rc]iresent the inequalities in 
landholdings in different parts of the 
country. The Statewise distribution 
ol operational holdings is presented in 
Table 5.1 It shows that in Kerala, 
example, 51 per cent of the house- 
htilds oJlliei did not cultivate any land 
or cultivated less than half an acre 
each. More than 85 per cent of the 
households cullivatcd no land or less 
than 2.5 acies each, and between them 
they cultivated less than 31 per cent 
of all land. On the other hand, only 
0 72 per cent of the households culti¬ 
vated 15 acres or more each, but they 
accounted lor nearly 15 jrer cent ol 
all cultivated area. Only about 1 per 
cent of the rural households had 
operational holdings of 12.5 acres or 
more each, but between them they ac¬ 
counted for more than 18 per cent ol 
the total area. The situation was very 
similar in Tamil Nadu. 

?n the Punjab (includinjj Haryana) 
over *15 per cent of the rural house¬ 
holds cultivated no land or less than 
half an acre each. Nearly 57 per cent 
of the households cultivated no land 
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or less than 2.5 acres each, but bet¬ 
ween them they cultivated only 2.79 
ptT cent of all land. On the othej 
hand, less than 4 per c:ent of the rural 
households cultivated 25 acies or more 
each, but between thoiri they cultivated 
more than 27 per cent of all land. 

The story may be rej^eated for 
State after State. It shows that while 
very larpje proportions of the rural 
households cultivated vciy little or no 
land, vcjy small proportions had rela¬ 
tively hip; (ipeiational holdings and 
con oiled dispi oportionatcly large 
paits of the loial cultivated land. 

Land Poi.ic\ at irtK Beginning of 

JHP: I'lHST ri.AN 

'IIk^'M’.Ii we aie piesently concerned 
about the larce holdings and the dis- 
piopoition.ite Lind held m them, it is 
notcwoithy that at the beginning ol 
the First Flan gieaier concern was 
shown ahoin the small uneconomic 
holdings, dhis was in the Dialt Out¬ 
line of the Fiisi hivC'Ycar Plan. The 
relevant chapter was entitled Reoiganl- 
.salion of Aim icultiiic.'' The statement 
of policy began, app.^c^jiriately, with a 
diagnosis of the existing agrarian situa¬ 
tion which was chaiacterised as 
follow's, “ I he problems of Indian 
agriculluie an- lar itmio fiiiKlanieiilal 
than is cs)inrnonl\ ajiprccialed . . . 
Many of the weaknesses of Indian agri¬ 
culture aic inherent in the stnicture of 
tlu' rural ecnnoin.v . . the bulk of the 
agncultiiial po'duceis live on the 
margin and aic unable to invest in the 
improvement of the land. Theic is 
widespiend urulorcmplovmont . . . and 
the economy cannot piovide and sus¬ 
tain continuous empl )>iiient for the 
available labour.. Ihe conditions are 
typical of a static, backwaid economy, 
which is unable to expand and keep 
pace w'lth the growing population.”* 

Thus it was emphasised that uneco¬ 
nomic holdings were at the root of 
many of iho dilliculties Following 
from this, the Conimissirni examined 
seveiai possibilities of bringing about 
a “substaiitial increase in the size of 
the unit of management”.’' One obvi¬ 
ous method was to nationalise land and 
adopt collective agriculture. This 'vas 
rejected on giuiinds that it ran con- 
traiy to the tradition of free peasant 
propiictorship which was strong in the 
cauntiy Another proposal w'as “to 
place a ceiling on cxi.siing holdings and 
utilising la^id m excess of the ceiling 
for increasing the size of uneconomic 
holdings or for distribution to the 
landless or for co-operative cultiva¬ 
tion".* The Commission did not favour 


this proposal on the following grounds, 
besides the financial and administrative 
dilliculties that it might involve: “The 
distribution of land acquired from in¬ 
dividual owners among various classes 
of claimanls — small owners, tenants, 
and landless labourers — will present 
numerous practical problems involving 
basic social conllicts. Moreover, the 
land which is acquired will consist as 
a rule of tiolds scaltcred over the whole 
Milage and generally it will not be 
possible effectively to organise either 
collective farming or State manage¬ 
ment.”^ 

Having n'jected these alternatives, 
the Commission put forward its solu¬ 
tion. It was a system of what was 
called Co-opciative Village Manage¬ 
ment. the essential features of which 
were, fiisily, that the unit of land 
management should ordinarily be the 
area of the village as a whole and, 
sccondiv. that the rights of ownership 
would be recognised and compensated 
for through an owneiship dividend to 
be paid at the harvest. The Commis¬ 
sion recommended categorically that 
“it should l>e the tu'oad aim of State 
Policy to establish a system of Co¬ 
operative Village Management”-* 

When it ri.'iected the proposal to 
placi* a ceiling on the existing holdings, 
the Commission w^as not unaware ol 
the problem ol the landless agricultural 
woikers. In fact, it was recognised 
that they constituted about a third of 
the lural population. It was also ad¬ 
mitted that, in the past, insufficient at¬ 
tention had been given to their social 
and ('conomic well-being and that the 
tenancy and other legislation enacted in 
recent years did not to any significant 
extent bear upon their problems. But 
co-operative village management was 
again the solution. The Commission 
pinned its hope on the ultimate growth 
of co-operative village management 
w'hercby the relative vStatus of the agri¬ 
cultural workers would improve and 
fuller employment, whether as farm 
worker or otherwise, would become 
available. How the co-operative village 
management would offer fuller em¬ 
ployment to the landless workers was 
not quite clear. In fact, it was lecog- 
nised that “under co-operative manage¬ 
ment, fewei hands would be needed 
for cultivation than at present”.® 
However, it wa.s hoped that ‘'this very 
factor imposed an obligation and an 
urgt to introduce other forms of work 
»n and around the village pari passu 
or even ahead of change in the organi¬ 
sation of agriculture”.*® Consequently, 
it was suggested that "the pace at 


which co-oporative village management 
should be developed, would depend 
upon the pace at which, simultaneously; 
it was possible to absorb workers 
released from the village”. The 
advice was well taken and no begin¬ 
ning was made at all. 

One wondeis what difference the 
Commission believed there Was bet¬ 
ween the system of Co-operative Vil¬ 
lage Management which it recommend¬ 
ed and the s\'stcm of colloctive farm¬ 
ing which it 1 ejected on giounds that 
it went against the liadition of peasant 
piopriotorshi]). In the sj^stem of co¬ 
operative village management, the 
rights of ownei’ship were of course re¬ 
cognised and compensated foj through 
an ownership dividend. But that cer¬ 
tainly was not the <\ssence of peasant 
proprietorship. On the other hand, it 
was pointed out, as an advantage of the 
system, that it separated ownership 
from rrianagcmcnt. This ceitainly 
went against the essence of peasant pro ' 
prietorship The C’ommission recog¬ 
nised this, namely, that “a system in 
which individual holdings were pooled 
was opposed to the instinct and tradi¬ 
tion of the Indian peasant and would 
not he acceptable to hini.”^“ But that 
did not deter the Commission from 
recommending co-operative village 
maiiagemeni as the ultimate objective 
ol state policy. It was pointed out 
that “a process of persuasion and edu¬ 
cation was necessary in order to con¬ 
vince the bulk of agriculturists about 
the value, from their own point ol 
view, of moving towards Co-operative 
Village Management”.*® The Com¬ 
mission knew that this would be a 
long process. There was also no ques¬ 
tion of wanting to force anything on 
the people. It was therefore suggested 
that the system ol co-operative village 
management might be intioduced in 
any village when at least two-thirds of 
the owners or permanent tenants, 
holding not less than one-half the culti¬ 
vated aioa of tlie village, expressed 
theii preference in favour of its adop-' 
tion. The Commission recommended 
that an enabling legislation for the 
purpose should be enacted in each 
State. 

Knowing that this was a" rather tall 
order and that it could at best be 
kept as the ultimate objective of state 
policy, the Commission proposed' a 
more modest programme for immediate 
action. It was now proposed to or¬ 
ganise agriculture into two sectors: 
one of private rcgistereil farms and the 
other of co-operative farming societies. 
It was suggested that (i) holdings 
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above a prescribed level should be or¬ 
ganised as Registered Farms; and (ii) 
holdings btelow the prescribed level 
should be brought together increasingly 
into small Co-operative Farms. These 
* two were regarded “the most suitable 
methods, at present avajlable« of in¬ 
creasing the wsize of the unit of land 
management in agriculture and organi¬ 
sing as large a sector as possible as an 
efheient industry".** 

Such was the statement of policy 
regarding the long-term objectives ol 
agrarian reorganisation and the short¬ 
term programme to be immediately 
pursued over (he next few years. The 
relation between the two and in parti¬ 
cular how the short-term progranune 
would eventually lead to the long-term 
objectives was not clear. There was 
also a certain amount of naivete in 
the statement of the long-term policy 
objectives. Neverthelc.ss, the state¬ 
ment both of the long-term objectives 
and the short-term programme had tlie 
merit of a certain clarity of concepts 
and a spooibcity of puipose. This was 
parliculaily true of the short-term pro¬ 
gramme proposed for immediate adop¬ 
tion. The accent was clearly on the 
development of eiheient and economic 
agnculturc. This was sought to be 
done by a two-pronged process. In 
the. first instance, economically viable 
agricultural holdings were to be identi¬ 
fied, registered as such and assisted to 
be developed into efficient units under 
individual proprietorship. The remain¬ 
ing holdings, those which were not 
economically viable individually, were 
to be gradually oiganisea into co¬ 
operatives. Because economically 
viable holdings were to be developed 
into efficient units in their present 
form, the Commission advised against 
any measure which would harm them. 
It was mainly for this reason that the 
Commission warned against any pro¬ 
posals to put ceilings on existing hold¬ 
ings. In fact the warning was unduly 
alarming: “On the larger farms pro¬ 
duction will fall, and fbr a period at 
any rate, on other farms also, and it 
may well be that the decline in pro¬ 
duction may have a serious effect on 
the well-being and stability of rural 
society as a whole. It is possible that 
any large-scale and sudden attempt to 
break up existing holdings may give 
rise to such organised forces of dis¬ 
ruption as may make it extremely diffi¬ 
cult to bring about the very transfor¬ 
mation in the organisation of agricul¬ 
ture which is needed ... It is there¬ 
fore necessary to ponder carefully over 
the practical results of a policy of 


ceiling on individual holdings."*® 

Thus a clear policy was enunciated 
that economically viable holdings 
should be protected and nurtured into 
efficient farming units, and that break¬ 
ing up these farms for redistribution 
with an eye on what might be called 
'social justice* should be avoided. The 
uneconomic units were to be organised 
into co-operatives and here too it was 
explicitly recognised that to (urn them 
into economically viable units, it 
would be necessary to reduce the num¬ 
ber of workers required foi their culti¬ 
vation. On both scores, apparently 
little attention was given to the pro¬ 
blem of landless agricultural workeis. 
The existence of the problem was cer¬ 
tainly recognised but it was also re¬ 
cognised (hat there was no easy Svilu 
tion and that, in particular, settling 
them all on petty uneconomic holdings 
was no solution. It was realised Ihvil 
a solution to their problem was to be 
found in providing increased opportu¬ 
nities, either on farm or elsewhere, tor 
their employment. Ideas on tins sub¬ 
ject were however not veiy clear, in 
any case, they were not elaborated. 

Policy on Ceii.ings in 
TiniEE Plans 

In the process of plan foimulatitin 
and finalisation, llic essential clariiy of 
concepts and specificity of purpose 
apparent in the Draft Outline wai> lost. 
It was never regained thcjcalter. Jn 
its final version, the First Five-Year 
Plan recommended: "Where land is 
managed directly by substantial owners 
and there are no tenants in occupation, 
public interest requires the acceptance 
of two broad principles: (i) There 
should be an absolute limit to the 
amount of land which any individual 
may hold . . . (ii) The cultivation and 
management of land held by an indivi¬ 
dual owner should conform to stan¬ 
dards of efficiency to be determined by 
law."** At the same lime it was made 
clear that, as a measure of redistubu- 
tion, the impact of ceiling on land¬ 
holdings would be negligible. ’I he 
statement runs as follows: "If allow¬ 
ance is made for factors such as 
quality of land, area under tenants and 
the elimination of zamuidari and 
jagirdari rights, the general picture is 
one of numerous small holdings, a 
large proportion of them being un¬ 
economic, a small number of middle 
peasants and a sprinkling ol substan¬ 
tial owners... If it were the sole 
object of policy to reduce the holdings 
of the larger owners with a view to 
providing for the landless or for in¬ 


creasing the farms of those who now. 
have uneconomic fragments, the facts 
at present available suggest that those 
aims are not likely to be achieved in 
any substantial measure. The ques¬ 
tion whether some limit should not be 
placed on the amount of land that an 
individual may hold has, therefore, to 
be answered in terms of general princi¬ 
ples rather than in relation to the 
possible use that could be made of 
land in excess of any limit that may 
be set. We have considered carefully 
the implications of the various courses 
ol action which are possible. It ap¬ 
peals to us that, in relation to land 
(a.s also in other sectors of the eco¬ 
nomy), individual property in excess 
of any norm that may be proposed 
has to be justiiied in terms of public 
ml crest, and not merely on grounds 
ol individual rights or claims. We 
arc. therefore, in favour of the principle 
that there should be an upper limit to 
the amount of land that an individual 
may liold".*' Thus the ceilings on 
la rid holdings came to be advocated 
not so much as a measure of land 
redistribution but on general grounds 
that there should be a limit on the 
propelly that an individual may hold. 
I'his was 20 years ago. Limitation of 
propel ty othei than m land is begin¬ 
ning to be mentioned only recently. 

The same policy was restated in the 
Sccorul Plan with even less conviction 
on either score. Thu statement runs 
as lollows: "Jn the conditions of 
India, large dispaiities in the distribu¬ 
tion of wealth and income are inconsis¬ 
tent with economic progress m any 
sector. This consideration applies 
with even gicatcr force to land... 
for building up a progressive rural 
economy, it is essential that disparities 
ill the ownciship of land should be 
gically I educed . . . Reduction of dis¬ 
paiities in the ownership of land is 
essential foi developing a co- 
oj^crativc rural economy, for co-opera- 
non thnves best in homogeneous 
gioups 111 which thc:e are no large in¬ 
equalities." And then: "In view of 
the existing pattern of distribiiiion and 
size of agricultural holdings, re 
disuibution of land in excess of 
ceiling may yield relatively limited 
/esults. Nevertheless, it is important 
iliat .some efTective steps should be 
taken in this direction during the 
second five-year plan so as to atford 
opportunities to landless sections of 
the rural population to gain in social 
status and to feel a sense of opportu¬ 
nity equally with other sections of the 
community."** 
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The same w? repeated in the Third 
Plan: “It was realised that with the 

l^altern of distribution of agri¬ 
cultural holdings and the predomin¬ 
ance (if small larms, redistribution of 
land ixi excess of any given level of 
veiling was not likely to make avail¬ 
able any large results in the shape of 
surplus land for distribution. It was 
consiclcivd, however, that such reduc¬ 
tion 1(1 disparities was a necessary 
conditiorr h^r building up a progiessive 
co-(3nerative rui.il economy. At the 
time, such distiibufion of land 
as might be possible would, along 
with other measures which have been 
taken Ini resettlement on waste lands, 
alloid a measure of opportunity to the 
landlt'ss sections of the population. 

Thus the policy of ceiling on land- 
lu'Klings came to be advocated with 
little conviction and less puipose. It is 
not therefore surprising that its prac¬ 
tical lesiills are meagre. More surpiis- 
ing IS the evident acquiescence of the 
peasantly in tlie ceiling legislalion. It 
IS true that those to he adversely af¬ 
fected aie a small minority. But it also 
means that they are either politically 
not strong or that because of a certain 
s. cial-philosophical background, it is 
impossible for them not to acquiesce 
in egalilanan piinciples when they 
are explicitly put foiward. More pro¬ 
bably they aie politically strong and 
kn<3w that they may accept something 
in piinciplc and sabotage it in practice. 

Ceiling Lecislahon 

The hist .State to impose ceiling on 
landholdings was Jammu-Kashmir. 
That was in 1948, that is even before 
the First Plan. A ceiling of 22.75 
acres was imposed and effectively im¬ 
plemented. This was possible because 
of the particular political power-struc¬ 
ture then pievailing in that State. In 
most other States, the measure has 
been accepted at best hdlf-heart('dly. 
The ceiling limits have l>een placed 
fairly high and many exemptions and 
escapes have been provided to nullify 
them in practice. In the following we 
shall bneflv leview the effort in some 
States. 

In Andhia Pradesh, the Ceiling Act 
of 1961 places the ceiling limit for 
each landholder at between 27 and 
324 acres depending upon the type of 
land. If the landholder has a family 
c)f more than 5 members, additional 
land at the rate of 6 to 17 acres per 
member is allowed. The legislation 
came into force in 1964 and was ex¬ 
pected to bring in 73,692 acres of 
surjilus land. The estimate is now re¬ 


vised to 20,000 acres only. Actually, 
in the s'x years since the enforcement 
of I he ceilings, the government has 
acquired 191 acres of surplus land. 

In Jamil Nadu, the Land Reforms 
Act of 1961 put ceiling limit at 30 
standard acics (varying between 24 
and 120 oidinary acres). The ceiling 
was to apply to the aggregate area 
held by a family consisting of the per¬ 
son, his or her s]Hnisc, minor sons and 
unman led daughters and including 
minor grandsons and unmanied grand¬ 
daughters in the vsame male line if 
their parents were: dead. A family 
with more than 5 members was allow¬ 
ed additional 5 standaid acres per 
additional membei, subject to a maxi¬ 
mum of 60 standard acics. Besides, the 
family was allowed additional 10 
standard aerrs as sirecdhana of the 
wife. 

Tn Bihar, the Fixation of Ceiling 
Act of 1961 lays clown a ceiling limit 
of betwten 20 and 60 acies, depend¬ 
ing upon the type of land, per mem¬ 
ber of the landholding lamily. Foi an 
undividrd Hindu family, each co- 
sharer is allowed to keep land 
upto the ceding limit. A landholder is 
allowed to transfer his land, before 
the ceiling is applied, to his son, 
daughter or theii children or any 
other person who would have inherit¬ 
ed such land or would have been en¬ 
titled to a share in it. The law has 
been enforced, 48,000 notices and 
21.000 special notices have been issu¬ 
ed, and 10,000 returns arc being scru¬ 
tinised. However, as >ct, no surplus 
land has accrued to the government. 

In Rajasthan, the Act of 1960 Jays 
down a ceding limit of between 22 and 
33H acres, deix'nding upon the type 
of land, applicabh' to all land held by 
a family. If (here are more than five 
members m the family, the ceiling 
limit is suitably raised subject to a 
maximum of twice the above area. 
The Act came into foice in 1963 and 
the oiiginal intention was not to allow 
any transfers alter a due date. How¬ 
ever, an amendment in 1969 validated 
all transfers to a son, brother or to 
any agiicuiturist. No wonder that no 
land has been declared surplus and 
acquired so far. 

In Madhya Pradesh, the Ceiling Act 
of 1962 lays down a ceiling limit of 
between 25 and 75 acres. If there ?re 
more than 5 members in the family, 
the c( ilmg is raised suitably subject 
to a maximum of twice the above 
limit, though in fact the ceiling limit 
applies to an individual and not to a 
family. Before the ceiling limit was 


ajiplied, a two-year grace period was 
allowed to enable the landholders to 
dispose of their excess land anyway 
they liked. In the last seven years since 
the ceiling limit came into operation, 
84,000 acres have been declared sur¬ 
plus and 13,000 acres have been actu¬ 
ally aquired and distributed. 

In Uttar Pradesh, the Act of 1960 
lays down 40-80 acres as the ceiling 
limit with additional 8 acres of fair 
quality per additional member Jif the 
family has more than five members. 
So far, 238,000 acres have been declar¬ 
ed surplus and 199,000 acres have 
been acquired. 

In Maharashtra, the Act of 1961, 
lays down the ceiling limit of 18-126 
acres. For a family of more than five 
members the ceiling is raised to a 
maximum of double this limit. But 
the ceiling is on an individual holding 
and not a family holding. So far, 
271,000 acies have been declared sur¬ 
plus and 123,000 acres have been ac¬ 
quired. 

In Gujarat, the Act of 1960 lays 
down a ceiling limit of 19-132 acres 
per family consisting of the owner, his 
or her spouse and minor children. So 
far, 50,000 acres have been declared 
surplus and 25,000 acres have been ac¬ 
quired and distributed. 

In Mysore, the Act of 1965, which 
came into effect in 1969, lays down a 
ceiling limit of 27-216 acres. For a 
family of more than five members, the 
ceiling limit is raised to a maximum 
of twice this limit. The estimated sur¬ 
plus is,112,000 acres. 

In Orissa, th(^ Act of 1965 lays down 
a ceiling of 20-80 acres per individual 
holder. However, it has yet to be en¬ 
forced. 

PoucY ON Ceiling in jhe 
Fourth Plan 

'fhus a ceiling legislation exists in 
almost all the States and in most of 
them it was passed in 1960-61. Pro¬ 
visions regarding levels of ceilings, whe- 
their applicable to an individual or ^ 
family, transfers, partitions and exemp¬ 
tions differ considerably fiom State to 
State. Reviewing the situation, the 
Fourth Plan observes: “Even the legis¬ 
lation as it exists has not been pursu¬ 
ed and implemented effectively. As 
a result only about \ 964,000 hectares 
have so far been declared surplus after 
scrutiny of the statements submitted 
by substantial holders out of which 
about 640,000 hectares have been taken 
l>ossession of by the State Govern¬ 
ments. While ^ome States like Andhra 
Pradesh have decided to take posses- 
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sion of the surplus land only when 
(unds are available for payment of 
compensation, in others as in West 
Bengal and Gujarat work has been held 
up due to litigation resorted to by the 
substantial landholders. The pro- 
grarnine of distribution of surplus land 
has been taken up in recent years in 
a number of States. But there is still 
a large gap in most of the Stales bet' 
ween the area which has been taken 
possession of and of the area distribut¬ 
ed. Only 464,176 hectares are reported 
to have been finally distributed. It 
has been observed that this gap has 
been due to, in some cases, adminis¬ 
trative difficulties in selecting the 
allottees in accordance with the rules 
made under ceiling Acts, stay oiders 
obtained from High Courts and in¬ 
ferior quality of land surrendered by 
the landholders. These matters came 
for consideration at the Chief Minis¬ 
ters’ Conference held in November 
1969. It was decided to review the 
provisions in iho existing legislation 
m icgard to level of ceilings, trans- 
lers and exemptions in the light of 
recent technological developments and 
social requirements and to expedite 
the piogiamme of imposition of ceil¬ 
ing and distribution of surplus land 
to landless agricultural workers on a 
systematic ba?;is. State Governments 
have responded favourably to this sug¬ 
gestion. In Kerala and Tamil Nadu the 
1 ( vel of ceiling has been brought down 
substantially by recent legislation. 
Similar action is likely to be taken by 
a number of other States 

Subsequent reports do not suppoit 
this optimism. Nevertheless, the re¬ 
cent legislation in Kerala and Tamil 
Nadu deserve attention. In Kerala, the 
Land Reform Act of 1970 places the 
ceiling alxjut the lowest possible as 
follows: 6 to 7.5 acres for a single 
peison; ^2 to 15 acres for a family of 
2 to 5 members; 15 to 20 acres for a 
family of more than 5 members; and 
12 to 15 acres for non-family holdings 
such as bv companies ahd other insti¬ 
tutions. In Tamil Nadu, by a recent 
amendment of the earlier Act of 1961, 
the ceiling limit has been brought down 
from 30 to 15 standard acres (varying 
between 12 and 60 ordinary acres). 

As before, the limit applies to a family 
holding 

What Can Bk AchIbved by 
Lower Ceilings 

There can be,no doubt that if the 
ceilings on landholdings are to be 
imposed for the purpose of acquiring 
surplus land for redistribution to the 


landless, the ceilings will have to be 
much lower fhan those provided for 
in the pn sent legislation. This is what 
the receni legislations in Kerala and 
I'aniil Nadu seek to do and they may 
eventually set the pace for similar 
legislation in other States. Therefore, It 
IS woithwhilc examining how much 
land can possibly be given to the land¬ 
less and to the small cultivators who 
do nut have even that much, and, for 
this purpose, how much land will have 
to be acquired and how low the ceil¬ 
ings will have lo be placed. The re¬ 
levant data are given in Table 5.2 
and Its ba'iis is the distribution of 
rural households according to the land 
they cultivated in 1960-61 (Table 5.1). 
This IS an illusUative computation 
and Its purpose is to indicate the 
dimensions of the problem. 

How much land may be given to the 
landless depends upon how much land 
theic IS in I elation to the rural house¬ 
holds. In column 2 of Table 5.2 is 
shown the aveiagc cultivated holding 
per rural household in dilfeienl States. 
It Will lie seen that it ddteis consi¬ 
derably fnuu State to State. We may 
djvuie the States broadly into two 
gioups, the higli density and the low 
vlensity. In the first gioup fall Keiala, 
lamil Nadu, Assam, West Bengal, 
Bihar, Oiissa, Ultai Pradesh, Jammii' 
Kashmir and the Union 'reiiitories. 
Here the average cultivating holding 
lier ruial household vanes irom 1.32 
acics in Kciaia and 1.94 aciej* 
in lainil Nadu t«) 3.51 acie.s in UUai 
Piadesh. in the other group fall Andhra 
Pradesh, Mystne, Punjab, Gujarat, 
Madhya Piadesh, Mahaiashtia and 
Rajasthan. In Andhra Pradesh, the 
average cullivaiing holding per rural 
household is 4.24 acres. But this aver¬ 
age IS not veiy' meaningful. Poi the 
purpose of the present analysis, 
Andhra Piadcsh should be considered 
m two r<.gions. If this is done, Teien- 
gana aiea would fall in the present 
group while the lesidual Andhra area 
would fall in the hrst high density 
group. Rajasthan is again an excep¬ 
tion with 12.^6 acies per rural house¬ 
hold. If that IS excluded, the average 
cultivating holding per rural household 
in this group varies fioni 5.45 acres 
in Punjab to 7.62 acres in Madhya 
Pradesh and 7,72 acres in Maharash¬ 
tra. 

Under the circumstances, how much 
minimum area could be given to 
each rural household? Foi purposes of 
our illustrative computation, we have 
proposed (column 3 Table 5.2) that in 
Kerala, Tamil Nadu, Assam and West 
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Bengal, a minimum of half an acre, 
should be given to each rural house* 
hold. Wt; proposed hall an acre be¬ 
cause we could not think of a smaller 
area. It will be appaient from column 
4 of the Table, that between 40 and 55 
per cent of the rural households in 
these States are either landless or 
cultivate holdings of less tlian hull an 
acre each. To assure each one of them 
hall an acie will require a ceiling of 
7.5 acres in Kerala and A.ssam and 
10 acres in Tamil Nadu and West 
Bengal (sec column 6 of Table 5.2). In 
Kerala and Tamil Nadu, the pruj^osed 
ceilings will nd quite enable each 
rural household lo be assured half an 
acre because, as will be seen, sur¬ 
plus area above the proposed ceiling 
(column 8) falls short of the area 
needed for the purpose (column 5). 
Lower ceilings are inconceivable and 
hence it means that at the end of 
all the acqui-sition and redistribution, 
all rural households will have some 
land lo cultivate but that between 40 
to 55 per cent will have just half an 
acre each. 

In Jammu and Kashmir and the 
Union Territories, a ceiling of 15 acres 
will be needed to assure each ruial 
htmsehold a minimum of half Jii acre 
each. 

In Bihar, Orissa, Uttar Pradesh and 
Punjab we have proposed that a ’iiini- 
inuni of one acre may be given to each 
lural household because that is all 
that appears to be feasible. Bi'tween 
J5 and 50 pei rent of the lufJl house¬ 
holds in these States aie either land- 
Ic'ss oi ciiltivaic less than one acre 
each. To bnng them all uptu an acre 
each Will lequiie a ceiling of 12.5 
ac.es in Bihar, 15 acies in Onss.i rnd 
UUdr Pradesh and J5 acie.s in Pun¬ 
jab. A little fuithei lowering ol the 
ceiling in Punjab to sa\ 20 acres does 
n )t malenally laise the niiiumum area 
that can be assined to all. Thus In 
these States, again, at the end of all 
the acquisition and redistribution, bet¬ 
ween 35 to 50 per cent of the rural 
households will each have just an 
acie of land to cultivate. 

Jn Andhra Pradesh, Mysore, Guja¬ 
rat, Madhya Pradesh, and Maharashtra, 
we have proposed a minimum of 2.5 
acres. Between 40 and 66 per cent of 
the rural households in these States 
are either landless or cultivate less 
than 2.5 acres each. To assure them 
a cultivating holding of 2.5*acrcs will 
require a ceiling of 15 acres in Andhra 
Pradesh, 25 acres in Mysore and Guja¬ 
rat, and 30 acres in Madhya Pradesh 
and Maharashtra. It will be noticed 


119 



January 9, 1971 


ECONOMIC AND POLITICAL WEEKLY 


that, Jii Andhr. Pradesh, the proposed 
ceiling of 15 acres does not quite en¬ 
able each rural household to be as- 
suied a miniimim of 2.5 acres (see 
columns 5 and 8). Even more impor¬ 
tant IS the fact that, at the end of 
the acquisition and redistiibution, 
theie Will be between 40 and 66 per 
cent of ruial households in these 
Slates with just 2.5 acies to cultivate. 

In Rajasthan, a ceiling of 50 acies 
enables a minimum ol 5 acres to be 
assuied to all ruial households. If 
this IS done, 43.47 per cent of the 
rural households in Rajasthan will 
have 5 acies each to cultivate. 

It will thus be seen that once it is 
agreed that the landless households 
should receive a priority in any ledis- 
trihution of land, little land lemains 
for giving to the small cultivatois and 
bringing them upto a viable size. As 
We have seen, on the basis of some 
land to every lural household, even 
with very low ceilings, no more than 
half an acre can be given to each 
ruial household in Keiala, Tamil 
Nadu, Assam, West Bengal, Jaminii- 
Kashmir and the Union Territoiies, 
no moie than an acre each can be 
given in Bihar, Orissa, Uttar Pradesh 
and Punjab; no moie than 2.5 acres 
can be given in Andhra Pradesh, 
Mysoie, Gujaiat, Madhya Pradesh and 
Mahaiashira and even in Rajasthan, 
onl> 5 acres can be assured to each 
rural household. Consequently, exist¬ 
ing smaller holdings cannot be lifted 
above thesi; levels. Thereioie, the 
redistiibution cannot reduce the num¬ 
ber of such uneconomic holdings. 
Indeed, it lifts the landless into this 
categoiy and vastly increases the 
number of uneconomic non-viable 
holdings. 

It might be pointed out that not all 
the landless rural households need be 
provided with some land as some of 
them would have other gainful occu 
pations. 4his is of course true. How¬ 
ever, It seems that once land is redis¬ 
tributed on a concessional basis, it 
will bv^ difhcult to make a distinction 
and exclude many landless households 
from the operation. But if a distinc¬ 
tion IS made and some landless house¬ 
holds arc excluded, it will of course 
raise somewhat, though not materially, 
the minimum area which may be as¬ 
sured to all rural households which 
have no other secure occupation. 
Theie is however another factor 
which must be taken into account. 
The above exeicise is based on the 
distribution of operational holdings as 
it prevailed in 1960-61. Over the 


decade, population has increased and 
many of the operational holdings must 
have been paititioned. This means 
that in 1970-71 the surplus land 
above the indicated ceilings will be 
somewhat less while the area needed 
to assure evciy lural household the 
indicated minimum will be somewhat 
mole than estimated above. All in all. 
It seems that the above exercise, illus- 
tialive as it is, indicates fairly well 
wliat can be achieved by imposing 
even veiy low C(‘ilings and redistribut- 
i.ig the surplus to all the ruial house¬ 
holds e\en if some are excluded on 
grounds that they have secure non- 
la mi occupations. 

Suggest urns have been made that, 
\Nhile 1 edistributing the surplus land 
above the ceiling, attention should be 
focused on the small cultivators jusi 
below the margin who with a little 
additional land may be raised to via¬ 
bility and that consequently, the 
cl urns of the landless and the very 
small culti\ators should be ignored 
tor the simple reason that there is not 
en )ijgli land to help these classes use- 
follv w.ih. In other words, it is sug- 
g( sted that along with the imposition 
of the ceiling, a floor area should also 
be conceived and that the surplus 
above the ceiling should be utilised 
not foi ledistiibuting to all rural 
households but for bringing a maxi¬ 
mum numlx r ol cultivAating holdings 
upto the floor aiea. In Table 5.3, we 
indicate the calculu'’ of such an opera¬ 
tion. 

For the purpose of this illustrative 
exeicise, we shall adopt the same ceil¬ 
ings as indicated in Table 5.2. There- 
toie, the surplus above the ceiling 
.i\ailable for n'distiibution also re¬ 
mains the same. These are reproduced 
in columns 2 and 3 of Table 5.3. The 
flour aiea must appropriately be deter¬ 
mined in each case on a consideration 
of what makes a holding viable. For 
the purpose of our exercise, we have 
suggested floors by considering the 
aveiage size of the cultivated holdings 
in each State. The average size of 
cultivated holdings per cultivating 
household (that is excluding the land¬ 
less households) and the suggested 
floois are shown in columns 4 and 5 
of the Table. It will be seen that the 
floors aie everywhere considerably 
l>elow the average and that between 
50.0 and 75.0 of the rural households 
(including the landless) have either no 
land or have land below the floor. It 
is difficult to say whether the suggest¬ 
ed floor areas will everywhere make a 
viable holding. This is particularly 


true of the floor suggested for Kerala 
and even that for Bihar and Orissa. 
But, as will be seen, the surplus land 
above the proposed ceilings is not 
enough to bring sizeable numbers of 
holdings upto even the proposed 
floors. Therefore, if the ceilings can¬ 
not possibly be lowered further, the 
floors can be raised only by squeezing 
out the very small holdings below the 
floor. This may happen in due course. 
However, it cannot obviously con¬ 
ceived as a deliberate operation. 

In the last four columns of the Table 
we show how much land will be 
needed to bring upto the floor level 
all landholdings with given or more 
but less than the floor area. 

The exercise shows that in Tamil 
Nadu, Assam, West Bengal, and Uttai 
Pradesh, the area required to provide 
all those holding 0.5 acres or more 
but less than 2.5 acres, with 2.5 acres 
each is more than the surplus available 
from the imposition of the indicated 
ceilings. Not all these households can 
be assured the minimum holding; the 
landless and the very small holders 
with less than 0.5 acres simply can¬ 
not be touched. In Bihar and the 
Union Territories the surplus will be 
just sufficient to provide all those hold¬ 
ing 0.5 acies or more with 2.5 acres 
each. Only in case of Orissa will the 
surplus be sufficient to provide all 
those with some land but below 2.5 
acres, with 2.5 acres each. But here 
also the landless cannot be helped. 
For Punjab-Haryana and Andhra 
Pradesh, the floor is stipulated at 5.0 
acres. In Punjab-Haryana the surplus 
will be hardly sufficient to provide all 
those with 0.5 acres or more with 5.0 
acres each. In Andhra, the surplus 
will be insufficient to provide all hold¬ 
ing some land but less than 5.0 acres, 
with the floor area. Again in both 
cases helping the landless is out of 
question. In Mysore, Gujarat, Madhya 
Pradesh and Maharashtra, the floor is 
fixed at 7.5 acres. The surplus avail¬ 
able after imposition of ceiling will be 
insufficient in Gujarat, Maharashtra 
and Mysore, to raise all landholders 
with one acre or more, to this floor 
level. The landless as wqll as those 
with less than one acre cannot be 
helped. In Madhya Pradesh the sur¬ 
plus will be just sufficient to provide 
only those with 2.5 acres or more with 
enough land to bring their holdings to 
the floor level. All those with less 
than 2.5 acres as well as the landless 
will remain untouched. In Rajasthan 
where the proposed floor is 10 acres, 
the holdings of not even all with 2.5 
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acres or more can be raised to this 
floor level. Those below 2.5 acres, 
including the landless cannot be help* 
ed. The case of Kerala is extreme. 
Here we propose a floor of one acre 
only. But the surplus available by 
Imposing a ceiling of 7.5 acres will not 
sufhce to raise the holdings of even 
half of those with some land but 
below one acre to this floor level. The 
vast mass of the very small holders 
with less than 0.5 acres as well as the 
landless cannot be helped. A some¬ 
what higher floor than one acre would 
of course exclude even larger number 
of the small cultivators from benefit¬ 
ing by this scheme of redistribution. 
Thus, the exercise shows that even 
with low ceilings and a not high floor 
all landless and the bulk of the very 
small cultivators in all States will 
simply have to be ignored in the pro¬ 
cess of redistribution. 

It is suggested that these should be 
excluded from any scheme of redis¬ 
tribution and that the surplus land 
should be utilised to bring the largest 
number of the non-viable landholdings 
upto a viable level. This is a sound 
fproposition from the standpoint of 
organisation of agricultural production. 
But it does not solve the problem of 
rural poverty or rather it admits that 
th(; problem of poveity cannot be 
solved by redistiibution of land to 
everyone who needs it. Yet, for that 
leason, the proposition will not be 
politically acceiitabh*. After all, the 
very low ceilings, which any sizeable 
programme of redistribution of land 
will require, cannot be justified on 
sound economic considerations or 
rational calculation of what it can pos¬ 
sibly achieve but only by a flourish of 
language such as ‘^building up a pro¬ 
gressive rural economy’*, “developing 
a co-operative rural economy’* and 
“affording opportunities to landless 
sections of the rural population to gain 
in social status and to feel a sense of 
opportunity equally with other sec¬ 
tions of the community**. Hence, in * 
any programme of redistribution of 
land, it will be impossible politically 
to set aside the claims of the landless 
and the very small cultivators who are 
hardly different from the landless. 
With these priorities, the consequences 
of even very low ceilings can only be 
what we have earlier indicated namely 
a vast increase in the number of un¬ 
economic non-viable holdings. 

PRODI.EM OF Uneconomic Holdings 

Thus the net result of lower ceilings 
and redistribution of the surplus land 


to the landless will be to increase the 
number of uneconomic holdings. As 
we have already mentioned, the un¬ 
economic holdings have been recog¬ 
nised as constituting the most serious 
problem of Indian agriculture and, 
beginning with the First Plan, their 
organisation into co-operative farms 
has been suggested as the solution. 
However, the ideas on this subject 
have never been operationally clear. 
The Second Plan announced that “the 
main task during the Second Five- 
Year Plan is to take such essential 
steps as will provide sound founda¬ 
tions for the development of co¬ 
operative farrning, so that over a 
period of 10 years or so a substantial 
proportion of agricultural lands are 
cultivated on co-operative lines** but 
immediately observed: “The question 
is sometimes laised as to what 
precisely is meant by co-operative 
farming. Co-operative farming neces¬ 
sarily implies pooling of land and joint 
management. At this stage of deve¬ 
lopment, however, considerable flexi¬ 
bility is needed in the manner in which 
lands may be pooled and operated in 
co-operative units.*’^' 

The net achievement during the 
Second Plan was the appointment, in 
1959, of a Working Group to “help 
the formulation of an action pro¬ 
gramme on co-operative joint farm¬ 
ing**. The Working Group recom¬ 
mended that “(i) Effoits should be 
directed to promote spontaneous 
growth of co-operatives; (ii) Legisla¬ 
tive measures compelling a section of 
the community or village to join a co¬ 
operative society should not be under¬ 
taken; (iii) States which have already 
enacted such legislation should not en¬ 
force them and eaily action should be 
taken to repeal such laws.’’-^ Hence, 
the Third Plan rested with the follow¬ 
ing position: “In the main, co-opera 
tive farnling has to grow out of the 
success of the general agricultural 
effort through the community develop¬ 
ment movement, the progress of co¬ 
operation in credit, marketing, distri 
bution and processing, the growth of 
rural industiy, and the fulfilment of 
the objectives of land refoim.’’-' "I’he 
Fourth Plan has a whole chapter on 
Co-operation and Community Develop 
ment with separate sections devoted 
to Co-operative Credit, Co-operative 
Processing, Co-operative Handling cf 
Agricultural Inputs, Consumer Co¬ 
operation, Rural Electric Co-o*pera 
tives. Co-operative Urban Banks; bin 
co-operative farming finds a place only 
in a final section on “Other Types of 


Co-operatives**. The Fourth Five-Vtar 
Plan on Co-riperative Farming is as 
follows: “In co-operative farming, 
priority will be given to the revitalisa¬ 
tion of the existing weak and dormant 
societies. New societies will be orga¬ 
nised only in compact areas and if 
they have a potential for growth.***^ 
Thus, evidently, the idea ,of co-opera¬ 
tive farming, particularly for small un¬ 
economic holdings as a measure to in¬ 
crease their unit of management, has 
been dropped as a serious proposition. 

Hence, if small uneconomic holdings 
cannot be organised into viable co¬ 
operative farms, what is to be the 
future of the many uneconomic 
holdings and of the many more that 
may be added by imposition of low 
ceilings and redistribution of the sur¬ 
plus land to the landless? All evid¬ 
ence suggests that the existing small 
uneconomic holders are little better 
than the landless. The new uneco 
nomic holdings which may be created 
will be worse still because the surplus 
land which will be surrendered and 
redistributed will in general be of a 
much inferior quality. It will be 
worth nobody’s while to cultivate such 
land in the small pieces into which it 
will be distributed. It will also be 
beyond the means of the new holders 
to develop these lands. No amount of 
credit, long-term or short-term, from 
the co-operatives or the nationalised 
banks, can make these uneconomic 
holdings economically viable. Most 
probably, the small uneconomic 
holders, old and new, will sell their 
land and turn landless. The entire 
operation of redistribution may thus 
be nullified. If this is prevented by 
law, the small uneconomic holders 
will lease out their land to bigger 
cultivators and ten:incy will emerge in 
a new and reverse form. If it has not 
been easy to enforce tenancy legisla¬ 
tion on the bigger owners, it will be 
impossible to do so in respect of the 
innumerable small owners. If this is 
attempted, the small uneconomic 
holders will moitgage their lands but 
they will not cultivate them because 
it will not be worthwhile. A patently 
unecont)mic proposition cannot be sus¬ 
tained by law. It ’s not entirely for 
doctime that the communist countries, 
alter redistribution of land, have im¬ 
mediately proceeded to collectivise 
them iri large co-operatives. 

CONCLU.SION 

However simple it may appear, it is 
futile to try to resolve the problem of 
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rural poverty, in an overpopulated 
land, by red'stribution of land which 
is in short supply. Ceiling on hold¬ 
ings was accepted in principle, though 
generally not in practice, at the begin¬ 
ning of the decade when, because of 
the operation of the tenancy laws, 
tenancy had become increasingly diffi¬ 
cult and owner-cultivation had not yet 
become profitable. Thanks to the 
technological advances in agriculture 
mad(‘ during the decade, owner-culti¬ 
vation in sizeable farms has btcome 
distinctly profitable. The entiie couis-; 
of future agricultural development now 
depends upon this impetus. Its es¬ 
sence is the opportunity to grow. 
Therefore, further lowering of the 
ceilings will not be politically accept¬ 
ed and, if imi>osed, will be sabotaged 
in more than one way. Such a course 
also does not appear to be desirable 
from the standpoint of agricultural 
development. As mentioned above, 
much of the suiplus land to b® sur¬ 
rendered will be of inferior quality. 
Its distribution in small pieces to the 
landless docs no good either to the 
landless or to the land. There is a 
better chance of such inferior land 
being developed and brought to pro¬ 
fitable productivity if allowed to re¬ 
main in the large profitable farms 
which will have surplus to invest. 

Hence the legitimate policy to pur¬ 
sue in future should be to enforce the 
accepted ceilings more rationally and 
genuinely, namely by imposing them 
on family holdings and not on indivi¬ 
dual holdings. At any late, future ac¬ 
quisitions beyond such ceiling limits 
applied to family holdings should be 
prevented. But any drastic lowering ol 
the ceilings and redistiibuting the sur¬ 
plus land to the landless workers will 
serve no useful purpose. Firstly, it 
does not meet the problem of ruial 
poverty. Secondly, it is not a feasible 
solution in the sense of one which 
can bt‘ maintained in the face of eco¬ 
nomic forces opeiating in an economy 
with private ownership of the means 
of production. Thirdly, it nullifies the 
major impetus which the recent tech- 
n(jlogical advanc<*s have given to agri¬ 
cultural development in the country. 
As we have mentioned, the essence ot 
this impetus is opjmrtunities for farm 
businesses to grow. The new techno¬ 
logical advances have made owner- 
cultivation in sizeable farms a 
distinctly profitable proposition. This 
must be regarded a socially desirable 
development. Such farms may be 
regulated by registering them as farm 
businesses and bringing them under 
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suitable labour and taxation laws. 
But subject to such regulation and 
within the limits of accepted ceiUngs 
they must be allowed to grow. They 
will grow by absorbing small uneco¬ 
nomic holdings and by mechanisation 
of their operations. This should be 
recognised as legitimate and desirable 
because it will lead to an organisation 
of agriculture into not only viable 
but profitable units with capacity for 
capital accumulation and development. 
Undoubtedly, this will increase the 
number of landless and, though some 
ol them will find more regular and 
bettei-paid employment in agriculture. 
On balance the employment in agricul¬ 
ture will decline. Certainly something 
w’ill have to be done to these people 
who will be thrown out of land and 
also out of agricultural wage employ¬ 
ment. It is important to recogni.^e 
that their number will grow rather 
than believe that they can all be 
settled on land. 
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VI 


LABOUR-INTENSIVE TECHNOLOGY 


In the previous section we have 
refened to the possible consequences 
ol agricultuial mechanisation on em¬ 
ployment potential in agriculture. 
What is likely to happen in agricul- 
tuic in a few years has already occur- 
icd in other spheres of economic acti¬ 
vity paiticularly in the field of indus¬ 
trial production and may soon appear 
m the tertiary sector of trade, trans¬ 
port and administiation. The conse¬ 
quences of progressive mechanisation 
of industrial production and substitu¬ 
tion of power for human labour aie 
well known and need not be laboured 
upon. Village industries and artisans 
were the first to suffer. Unable to 
compete with the new industrial pro¬ 
ducts in their quality, variety and 
above all in costs, the people engaged 
in the traditional industries were 
thrown out of employment. This 
happened not only in India but, with 
industrial progiess, everywhere all over 
the woild. In the growing economies 
of what We now recognise as the deve¬ 
loped countries, the men thus thrown 
out of employment were retrained for 
new jobs and rehabilitated in the eco¬ 


nomy. Thus the technological pro¬ 
gress did not throw anybody out of 
employment permanently but made it 
possible for everybody to be employed 
at a higher level of productivity. 

In India, as in some other countries 
with stagnant economies, the affected 
men could not be given alternative 
employment. They were thrown out 
of their traditional employment and 
they swelled the ranks of either the 
small cultivators or the landless 
labourers. Some of them clung to 
their traditional occupations and have 
remained progressively underemployed. 
These people constitute an important 
element among the poorer sections in 
the country. 

When one sees these people with 
their tools and skills, yet unemployed 
and poor, the thought is natural that 
something must be done to enable 
them to use their tools and skills and 
earn-their living. Their present plight 
is squarely blamed on the aggression 
of the modem industry and it is re¬ 
cognised that, for their survival, they 
must be protected therefrom. Begin¬ 
ning with this instinctive position three 
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increasingly aggressive propositions are 
made depending upon one's convic¬ 
tions in this matter. They are: (1) 
Protecting the existing employment in 
the traditional industry from aggres¬ 
sion oi modern industry^, (2) Contain¬ 
ing the modern industry to its present 
level and reserving all future expan¬ 
sion of production for traditional 
industry; and (3) Undertaking an active 
expansion of the traditional industry 
with a view to recovering some of the 
employment lost to modern industiy 
and thus expand employment even at 
the present level of production. All 
these propositions are old and, in spite 
of much disillusionment and dis¬ 
appointment, they have persisted to- 
date. It will be uselul therefore to 
review the progress we have made in 
the matter during the past two 
decades. 

Village Industry and Small-Scale 
. Industry 

In a discussion of this subject, the 
term ‘village industry’ and ‘small or 
small-scale industiy* are often used 
interchangeably. However, for pur¬ 
poses of clarity, it is useful to distin¬ 
guish two categories and use appro¬ 
priate terms for the same. We shall 
call one category the ‘village industiy* 
which uses traditional skills and 
techniques. It diUcrs fiom the modern 
industry in its technology. Its techno¬ 
logy is more labour intensive than 
that of modern industry in the sense 
that village industry utilises much 
more human labour to produce a given 
output than does its modern counter- 
jpart. Village industry also requiies 
much less capital to employ a person 
than docs its modern counterpart. In 
fact, that explains the lower producti¬ 
vity of human labour in village 
industry. Thus village industry re¬ 
quires more labour to produce a given 
output and requires less capital to 
employ each person engaged in it. 
It is for this reason that the 
industry provides opportunities for 
a much larger employment m com¬ 
parison to what its modem counter¬ 
part does. 

The above proposition is often ex¬ 
pressed in terms such as that village 
industry is more labour intensive and 
less capital intensive. However, this 
is likely to be misunderstood and 
misinterpreted. For instance, it is 
often believed that in comparison 
with its modern counterpart, village 
industry requires more labour and 
less capital per unit of output. That 
it requires more labour per unit of 


output is obvious. However, it is by 
no means certain that it requires less 
capital per unit of output. In fact, 
on a closer examination, it may be 
demonstrated that in most cases, 
village industry does not require less 
capital per unit of output as compared 
to its modem counterpart. Often it 
requires at least the same amount of 
capital, but more labour, per unit of 
output. Therclore, comparing on the 
basis of capital and labour require¬ 
ments pei unit of output, village 
industry is not necessarily less capital 
inte nsive. It is more labour intensive. 
But it does not necessarily replace 
capital by labour. It uses more labour 
but not less capital to produce a given 
amount of output. It is for this 
reason that its technology is to be 
rcgard(‘d inferior to the one used in 
its modern counterpart. 

We shall call the other category 
“small-scale industiy” or even more 
specifically “modern small-scale indus¬ 
try*'. It differs from modern large- 
scale industry mainly in the size of 
the plant and its operations. In its 
technology, it is on par with or 
closely approximates the modern large- 
scale industry. In fact, a whole class 
of small-scale industry can exist to 
serve the needs of the related large- 
scale industry. Therefore, the em¬ 
ployment potential of small-scale 
modern industry is not much different 
from the one in the large-scale coun¬ 
terpart of the same industry. From 
the point of view of employment, the 
principal differentiating feature of 
small-scale modern industry is that it 
offers much greater scope for what 
may be called self-employment ac 
distinct from wage employment. In 
modern large-scale industry, employ¬ 
ment is predominantly wage employ¬ 
ment. In small-scale modern industry, 
a considerable pait of the total em¬ 
ployment can be self-employment. 
Krom the point of view of industrial 
structure, location and organisation, 
the principal feature of small-scale 
modern industiy is the possibility of 
its dispel sal in m?ny locations and 
thus creating a decentralised but 
modern industrial structure. On both 
these counts, it has much to com¬ 
mend. However, it is not germane to 
the present discussion because, in its 
employment potential, it is not much 
different from modern large-scale 
industry. 

Hence, it is the first category, what 
we have called the village industry, 
which is relevant to our present dis¬ 
cussion. Even here, we should make 


a further distinction, namely between 
the village industry proper which pro¬ 
duces consumer goods of common 
consumption, and handicrafts which 
produce goods to meet the highly 
selective and sophisticated tastes of 
the better-off classes. The essential 
feature of handicrafts is the highly 
skilled craftsmanship of the individual 
aitisan. Hence, the handicrafts do 
not suffer directly from the competi¬ 
tion of the modern large-scale industry. 
In a poor developing country, the 
chiel problem facing the handicrafts 
IS lack of demand for their products. 
Stimulation of demand among the 
better-off classes within the country 
and exploring and promoting markets 
abroad are, therefore, the principal 
measuics needed to keep them alive. 
These problems are again not quite 
germane to our present discussion. 
Hence, in the following wc shall con¬ 
centrate On the problems of the village 
industry which by making use of in- 
feiior techniques produces goods of 
common consumption, which there¬ 
fore has a large employment potential, 
but which, for that reason, suffer'* 
directly from the competition of the 
products of the modem industry. 

Policy in ihe First I^lan 

I'he First Plan lecognised the em¬ 
ployment aspect of the village industry. 
However, greater attention was given 
to an incidental ciicumstance, namely, 
that “village industries are concerned, 
in the main, with the processing of 
local raw matciials foi local markets 
and with simple techniques’*.' Fol¬ 
lowing from this, the perspective on 
village industries was rs follows: “So 
long as villages worked largely as self- 
sufficient units, goods and services 
were mutually exchanged within a 
group and there was a great deal of 
interdependence and identity of inte¬ 
rests within the village. One effect of 
new large-scale industry and of im- 
poits was to reduce steadily the 
demand lor the products of local arti¬ 
sans. It follows, therefore, that village 
industries have the best chance of 
growing on the basis of local demand, 
that is, increase in mutual exchange.”* 
Thus the perspective was one of revi¬ 
ving self-sufficient village communities. 
The feasibility, desirability and conse¬ 
quences ol this proposition have 
never been explicitly examined. Never¬ 
theless, the notion persists todate and 
when nothing else seems to work, 
protagonists of village industry appear 
repeatedly to fall back on this notion. 
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But, obviously, the nofion has little 
practicable operational content. Hence 
a more practicable, at least operation¬ 
ally meaningful, policy had to be 
thought out. Therc’foic it was suggest¬ 
ed that “the primary objective ot 
policy should be to provide a field 
within which each cottage industry 
may be able to organise itself”.^ 
Whenever a modern large-scale industry 
competed with and threatened the 
existence of a village industiy, it waa 
suggested that the appropriate method 
ol protecting the village industry was 
to foimulate a common production 
programme. The principal elements o£ 
the common production programme 
were to be (a) reservatujn of spheres 
of production, (b) non-expansion of the 
capacity of the large-scale industry, (c) 
imposition of a cess on the large- 
scale industry, (d) airangement lor the 
supply of raw materials and (e) co¬ 
ordination for research, tiaining, etc. 

During the period ol the First Plan, 
a number of steps were taken along 
these linos. For instance, m April 
1950, the cotton mill industry was 
prohibited from producing certain 
varieties oi cloth; the production of 
these varieties was icservod for the 
handloom industry. In December 1952, 
the mills wen* directed not to produce 
certain varieties of cloth in quantities 
more than 60 per cent of the produc¬ 
tion during the previous year. Be¬ 
sides, an additional excise duty was 
levied on the production ol certain 
varieties of cloth by large mills in 
excess of 60 per cent of their pro¬ 
duction duiing 1951-52. Under the 
Khadi and Other Handlom Industries 
Development (Additional Excise Duty 
on Cloth) Act, 1952, assistance was 
provided to Khadi and Handloom In¬ 
dustries out of a special ccss levied 
on mill cloth. 

In order to promote village tanning 
and leather goods industry, no new 
schemes for the expansion of capacity 
of either large tanneries or leather 
footwear factories were sanctioned. In 
the case of a number of other tradi¬ 
tional industries such as oil pressing 
and hand pounding of rice, it was 
recognised that the principal problem 
was thlfe extremely inefficient equip¬ 
ment that was used in these indus¬ 
tries. The immediate programme in 
these industries was, therefore, to 
replace Hie traditional equipment with 
improved designs. The essential con¬ 
flict between employment potential 
and improved equipment was how¬ 
ever, not clearly realised. In addition 
to supporting the traditional indus¬ 


tries, clfoits were made to establish 
new industries on a village basis such 
as, for instance, handmade paper in¬ 
dustiy, soap industry based on non- 
cdible oils and cottage match indus¬ 
tiy. Thus, though a common produc¬ 
tion programme was not prepared or 
adopted for any single industry, a 
number of steps were taken in rela¬ 
tion to several of the elements of such 
1 piogrammob 

Folicy in iHE Second Plan 

The village industries received a 
more ciuciul and strategic place in 
the formulation of the Second Plan. 
This was fust spelt out by P C Maha- 
lanobis in his draft recommendations 
for the formulation of the Second 
Plan. 11c explained the strategy of 
the plan in the following terms: “The 
basic strategy would be to increase 
purchasing power through investments 
in heavy industries m the public sec¬ 
tor and through expenditure on health, 
education and social services; and to 
meet Incicasing demand for consumer 
goods by a planned supply of such 
goods so that there would be no un- 
desiiable inflationary pressures... The 
gicater the marketable surplus of con¬ 
sumer goods in the household or hand 
industries, the greater will be the 
possibilities of investments in heavy 
industiies without any fear of infla¬ 
tion . . 

The strategy was an immediate con¬ 
sequence of the principal objective of 
the plan as it was put forward, name¬ 
ly, “to develop basic and heavy in¬ 
dustries for the manufacture of pro 
ducer goods and thus to strengthen 
the foundation of economic independ¬ 
ence”. This required allocation of a 
major part ol the total investment to 
basic and heavy industries and com¬ 
paratively little was left for the deve¬ 
lopment of consumer goods industries. 
Increased pioduction of consumer 
goods, therefore, had to be sought 
through the existing industrial struc¬ 
ture which in large part was of the 
traditional vintage. This was the 
principal ground for preferring the 
village industries, or what in fact 
were called the household or hand in¬ 
dustries, for the purpose of meeting 
the demand for consumer goods. How¬ 
ever, at the same time, the emplo^'- 
ment aspect of these industries, name¬ 
ly, that they offered greater employ¬ 
ment opportunities was also borne in 
mind. In fact, impressed by this as¬ 
pect, another major objective of the 
plan was stated to be '*to liquidate 


unemployment as quickly as possible 
and within a period not exceeding fen 
years*’. This provided another ground 
to support village industries. As 
Mahalanobis pointed out: “The pio* 
duction of consumer goods in facto¬ 
ries requires heavy investments of 
capital per engaged ^person and in 
many cases competes with the house¬ 
hold or hand industries. Until unem¬ 
ployment is liquidated or broughf un¬ 
der control, it is necessary to prevent 
competition by the factories and 
household or hand industries, by not 
pennitting investments to be made 
in such consumer goods factories as 
would prevent expansion or load to 
a shrinkage of employment in the 
hand industries.’** 

Thus, (a) emphasis on the develop¬ 
ment ol basic and heavy industries and 
consequent lack of resouices for the 
development of consumer goods indus¬ 
tries and (b) the aim to liquidate uh- 
employment as quickly as possible and 
the apparent opportunities that the 
village industries immediately provid¬ 
ed for this purpi^se, were the two 
main grounds on which the village 
industries were stiongly advocated and 
given a crucial role in the basic stra¬ 
tegy underlying the Second Plan. How¬ 
ever, hi mixing up tkese two issues, 
an important element on which the 
strategy was based, was not subjected 
to much critical examination. As 
explained above, the whole strategy was 
based on the assumption that the 
household or hand industries, with 
very little additional capital invest¬ 
ment, would be able to meet the in¬ 
creased demand for consumer goods 
and thus prevent inflation arising out 
of heavy investments in basic indus¬ 
tries, in social services and in econo¬ 
mic overheads and infrastructure. It 
was nut realised that with their tradi¬ 
tional techniques, the household or 
hand industries were incapable of 
creating ‘a marketable surplus* in the 
sense of these industries producing 
more than what the labour force em¬ 
ployed in them would consume. In 
point of fact, with the ' traditional 
techniques and equipment, workers in 
most of these industries were incapa¬ 
ble of producing enough even for 
their own subsistance. Consequently, 
the industries had to be subsidised 
in several ways. This was recognised; 
however, its implications in terms of 
the basic strategy were overlooked, 
namely, that any industry, which fail¬ 
ed to produce enough to give even 
bare subsistence to its workers and 
therefore one which had to be pro- 
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tected and promoted through subsi¬ 
dies, not only does not counter any 
inflationary pressures, but itself adds 
to the inflationaiy pressures in the 
economy. 

Another aspect of the basic strategy 
which was not carefully examined was 
the following. It is one thing to say 
that existing equipment in village in¬ 
dustry should be fuly utilised. It is 
quite another to say that the employ¬ 
ment in these industries should be 
expanded, particularly if it means addi¬ 
tions to existing capital eejuipment in 
these industries. For as we have 
pointed out, the village industries 
require less capital pci person em¬ 
ployed but not necessarily less capi¬ 
tal per unit of output. If the lattei 
condition is not satisfied, as most 
often it is not, additional investment 
in those industries in piefcrence to 
their modern counterpait could also 
be inflationary. 

A Panel of Economists set up to 
advise Government in the formulation 
of the Second Plan, grncraJIy approv¬ 
ed the basic stiategy advocated by 
Mahalanobis. The Panel observed as 
follows “As we have already pointed 
out, eveiy attempt should be made 
to bring alx)ut the fullest possible 
utilisation of existing capacity in the 
factory consilmption goods industries; 
but we do not contemplate, for the 
Second Plan period at any late, any 
significant increase m their installed 
capacity. This is not only because we 
want to concentrate our scaice re¬ 
sources of foreign exchange and es¬ 
sential materials on the setting up 
and expansion of the heavy industries 
and economic oveiheads; but also 
because we want to provide more em¬ 
ployment opportunities for those who 
are aheady engaged in the small-scale 
and cottage industries and find em¬ 
ployment for the new additions that 
are being made to the labour force 
every year. Hence the emphasis on 
small-scale and cottage industries in 
the Second Plan.”® 

The Panel was aware of the techno- 
logical infcrioiity of the village and 
hand industries and the consequent 
difficulties that such industries would 
face in competition with factory indus¬ 
tries. Therefore, in order to protect 
such industries, the Panel advised 
common production programmes. The 
Panel apparently believed that the 
institution of feuch common produc¬ 
tion programmes would also help im¬ 
prove techniques in the village or 
hand industries. How this would 
come about was not made clear. The 


observations made by the Panel on 
this point were as follows: “The fact 
remains, however, that these hand 
industries are technically inferior and 
cannot obviously face unaided the 
competition of factory industries. At 
the same time, the needs of develop¬ 
ment with its accent on increased 
productivity cannot be reconciled with 
a continuance of the present inferior 
technical levels of the existing hand 
trades. It is, therefore, necessary to 
have a Common Production Pro¬ 
gramme that will provide a secure 
market for the products of these 
industries and at the same time pro¬ 
vide for gradual improvement of 
techniques and skills among their 
woikers.”® 

The basic strategy prepared by 
Mahalanobis and supported by the 
Panel of Economists was accepted by 
Govcinment and a committee (Village 
and Small-scale Industries Committee) 
was appointed to prepare a scheme 
with reference to the following objec- 
tiv(‘s; (1) that the bulk of the in¬ 
creased production of consumer goods 
in common demand has to be provided 
by the village and small-scale Indus 
tries; (2) that employment provided by 
these industries should progressively 
increase and (3) that production and 
marketing in these industries is or¬ 
ganised, in the main, on co-operative 
lines. The Committee made it clear 
that they were not opposed to im¬ 
proved technology as such. Neverthe¬ 
less, they approved of the first of the 
above objectives on the ground that in 
the course of economic development, 
it was necessary to avoid further 
technical unemployment or under¬ 
employment. Consequently they re¬ 
commended that in those spheres 
where the adoption of such techniques 
was likely to cause unemployment ol 
both existing capital equipment and 
labour, the pace of adoption of new 
techniques should be deliberately regu¬ 
lated. This was justified also on 
grounds of optimum use of scarce 
resources. The Committee observed: 
“One of the main shortages which is 
experienced in planning for economic 
development in India is shortage of 
capital. Next to this is the shortage 
of trained personnel. Therefore, if 
existing investment and personnel can 
produce the required results fairly 
efficiently, it might be wiser for the 
next stage of development to utilise 
them fully than to utilise scarce re¬ 
sources of capital in creating substi¬ 
tutes for them.”* 

The second objective, namely, that 


of providing progressively increasing 
employment in village and small-scale 
industries, was justified on grounds of 
need to give relief to the unemployed 
The Committee observed; “The exist- 
ance of a large volume of unemploy¬ 
ment and under-employment creates a 
very serious situation in the country 
... Granted that the economic and ad¬ 
ministrative resources of government in 
the country arc extremely inadequate 
for any system of lelief or social secu¬ 
rity which would take care of this 
large problem, it follows that the relief 
to this large class must be given 
chiefly through providing additional 
employment.**® The relief nature of 
this employment was thus clearly 
recognised. In fact it was stipulated 
that such relief employment would be 
justified only if the contribution of 
the productive effort substantially 
lowered the cost of the relief to be 
provided. 

ITiiis, though the Committee ap¬ 
proved of the first two objectives of 
the policy accepted by the Govern¬ 
ment, they recognised and emphasised 
the temporary holding and relief 
nature of such a policy. In fact they 
were concerned that the policy might 
hamper the building up of a rational 
programme of future development. The 
Committee observed: *‘The objective 
of providing additional employment 
may be achieved by creating special 
opportunities of work to large numbers 
of people in productive activity carried 
on in ways which may yield only a 
very small amount of net income to 
them. Programmes of creation of such 
work would then have to be supported 
by direct or indirect subsidies to yield 
a minimum level of subsistence income. 
In effect this would involve relief of 
the unemployed through public funds 
with only a small contribution being 
received from the fruit of their em¬ 
ployment. Eiiithc?, if this involves 
either bringing in new persons who 
are not engaged tiaditioiidlly in those 
occupations or cieating new equipment 
for the purpose, it would lesiilt in the 
employment of labour in diiections 
where its use is patently uneconomic. 
In a programme of futuie develop¬ 
ment, this would piove a handicap.... 

same reasoning applies to the ex¬ 
tent and duration ol the protection 
given to existing employment in means 
of production which have become 
completely obsolett* or relatively very 
uneconomic.”® 

Arguing along these lines, the Com¬ 
mittee came to the following conclu¬ 
sion: ‘‘Where new capital investmeni 
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has to be made, it should be made as 
tar as possible only in improved 
equipment or where existing equipment 
is itself capable of being improved by 
addition or adaptation.... On this 
interpretation, the plan of development 
of village and small industries m the 
second and subsequent five-year plan 
l)eriods will be concerned with the 
progressive impiovement in producti¬ 
vity and in the conditions uf life and 
work of the large number of persons 
engaged in this sphere, with com¬ 
paratively little distuibance to their 
locational and social set-up. 

These recommendations weie gene¬ 
rally accepted and a large provision 
was made in the Second Plan for the 
promotion of village and small-scale 
industries. Neveitheless, evidently it 
was thought necessary to emphasise the 
following: “Fiom the economic as 
well as from the laiger social view 
point, expansion of employment op¬ 
portunities is an objective which 
claims high priority, but, it is impor¬ 
tant to stress the fact that over a 
period, the volume of employment 
grows only as the supply of tools and 
equipment on the one hand and of the 
wage goods on which the incomes of 
the newly employed come to be spent 
is expanded. It is only a truism that 
the problem of unemployment of an 
endemic kind is not acutost in the 
countries in which productivity is 
high because of the use of machinery 
and new techniques but in those in 
which lovv productivity limits the 
overall size of incomes, inhibits Ihe 
usft of labour on works which do not 
add immediately to the supply of cur¬ 
rently needed consumer goods and 
keeps down the size of the market. 
While it is imperative that in a 
country with an abundant supply of 
manpower, labour-intensive modes of 
production should receive preference 
ail along the line, it is nonetheless tiue 
that labour-saving devices in parti¬ 
cular lines are often a necessary condi¬ 
tion for increasing employment oppor¬ 
tunities in the system as a whole. The 
objective, it need hardly be stated, is 
increasing employment at rising levels 
of incomes.”' 

As mentioned above, a large provi¬ 
sion was made in the Second Plan for 
the promotion of village and small- 
scale industries. To plan, organise 
and implement programmes for fhc 
development of these industiics, the 
Government set up in 1956-57 the 
Khadi and Village Industries Commis¬ 
sion. There was already in existence 
the Khadi and Village Industries Board 


established in the First Plan. The 
Board was vested with powers to pre¬ 
pare and organise programmes of pro¬ 
duction and development of Khadi 
and Village industries. However, the 
Govt rnment felt that the work of the 
Board was much hampered by certain 
procedural and financial difficulties. It 
was to remove such difhculties that a 
statutory commission was set up at the 
beginning of the Second Plan. How- 
cv< r, in spite of the wide financial and 
executive powers given to it, the Com¬ 
mission faced numerous problems 
which were partly organisational and 
paitly of basic economics underlying 
its programmes. The nature of these 
problems may be best illustrated by 
lefcrence to the single largest pro¬ 
gramme ol the Commission, namely 
th(! promotion of Khadi, that is to say, 
hand-spun and hand-woven textiles. 

The Ambar Khadi Progiiammic 

The basis of the Commission’s 
Khadi programme was an improved 
hand-spinning set called the Ambar 
(^harkha which was developed during 
the First Plan period. In accordance 
with the policy decision to reserve the 
bulk of increased production of con¬ 
sumer goods to the village and small- 
scale industries, the Khadi and Village 
Industries* Board, in its draft propo¬ 
sals for the Second Plan, proposed to 
manufacture and distribute 25 lakh 
Ambar spinning sets to spinners to be 
tiaincd over a period of three months 
and to produce at the end of the Plan 
period, namely in 1960-61, about 400 
million lbs of yam needed for the 
production of 1500 million yards of 
cloth required to meet the estimated 
additional demand. On the basis of 
the then estimated cost of manufac¬ 
turing an Ambar set, namely, Rs 130 
pei set, the programme would involve 
a capital cost ot Rs 32.5 crores. This 
was not much less than the capital 
cost of making an equivalent addition 
to the spinning capacity in the 
modern spinning industry. However, 
the advantage of the Khadi programme 
was that it would provide between 20 
to 25 times as large an employment as 
Ihe modern spinning industry could 
provide. As to the wages to the spin¬ 
ners, the Board assumed that a spinner 
would produce half a pound of yarn 
every day and proposed a wage of 
Rs 0.75 per working day. This was 
about onc-fouith of the daily wage a 
Worker would get in the modern 
spinning mills. Moreover, even sup¬ 
posing that a hand spinner did produce 
half a pound of yarn per day, the net 


worth of his labour was less than 
Rs 0.20 or say about one-fourth of the 
wage it was supposed he should be paid. 
'The remaining three-fourths was to 
be met by means of subsidy, or un¬ 
employment benefit. In short, by re¬ 
serving all additional cloth production 
to Khadi industry, the programme 
offered employment to an estimated 
36 lakh spinners. There was no 
equipment available; all of it was pro¬ 
posed to be manufactured and its 
capital cost was estimated to be aiot 
much less than that of equivalent 
capacity in the modern industry. 
There were no trained and skilled 
workers either; all of them were pro¬ 
posed to be trained by means of three 
months* training courses. This would 
indeed require a very large organisa¬ 
tional effort. If all went well, the 
workers would get a daily wage which 
was about one-fourth of the wage in 
the modern spinning industry. More¬ 
over, only one-fourth of the proposed 
wage represented real earnings of the 
workers. The rest of it was in effect 
unemployment dole. This was inevi¬ 
table. After all, the productivity of 
labour even with the improved hand- 
spinning equipment was less than one 
twentieth or one-twentyfifth of the 
productivity of labour in the modern 
spinning industry. 

In early 1956, a beginning was made 
with a pilot project and soon an 
inquiry committee was appointed to 
assess the technical and economic as¬ 
pects of the programme. The Com¬ 
mittee found that the productivity of 
a worker working on the improved 
equipment was not what it was assum¬ 
ed by the Commission, namely, half-a- 
pound of yarn per day, but only about 
three-fourth of the same.® This meant 
that a worker working full time could 
not be given a wage of Rs 0.75 per 
day as proposed by the Commission. 
Nevertheless, the Committee recom¬ 
mended the continuation of the pro¬ 
gramme on an increasing scale. On 
the manufacture of the Ambar sets, 
the Committee emphatically recom¬ 
mended that, except for the precision 
parts, the sets should be manufactured 
on an entirely decentralised basis and 
not in any central factories or ifven in 
a number of manufacturing centres. 
The Commission did not agree and 
pointed out that manufacture of the 
sets on a decentralised basis was not 
possible at least in the initial stages. 
The Government accepted the recom¬ 
mendations of the Committee subject 
to the observations of the Commission 
and sanctioned an extended expeclm- 
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ental programme to manufacture and 
distribute 75,000 Ambar sets during 
1956-57. At the same time, in June 1956 
the Government announced its Textile 
Policy for the Second Plan period.^'’ 
It was estimated that 1,700 million 
yards of additional cloth production 
would be necessary by the end of the 
Plan period namely In 1960-61. This 
was allocated to different sectors ot 
the textile industry in the following 
manner: 

(million yards) 

(1) Handloom 



(a) with mill yarn 

700 


(b) with hand-spun yarn 

300 

(2) 

Powerloom 

200 

(3) 

Mills 

350 

(4) 

To be allocated later 

150 

1700 


Thus, as against the original proposal 
of the Khadi and Village Industries 
Board to meet the entire estimated 
additional production of 1,500 million 
yards through the Ambar programme, 
•only 300 million yaids, that is only 
onc-lifth of the oiiginal proposal, were 
accorded to the Ambar progiamme. 

Evidently, even the Khadi and Village 
Industries Commission was not sorry 
for this drastic reduction n its original 
proposals. In fact, next year, in July 
1957 on the basis of the findings ol 
an inquiry cairied out by the Com¬ 
mission all over the country, the Com¬ 
mission urged the Government to 
further revise downward the size and 
targets of the Amliar programme. The 
revised programme envisaged the 
manufacture and distribution of less 
than 5 lakh Ambar sets, that is less 
than one-fifth of the original pioposal 
of 25 lakh Ambar sets. Even more 
striking was the revision in the targets 
of production of only 60 million yards 
which was one-fifth of the allocation 
of 300 million yards made by the Tex¬ 
tile Policy of the Government in June 
1936 and only one-twentyfifth of the 
original proposal of the Khadi and Vil¬ 
lage Industries Board to supply 1,500 
million yards by the end of the 
Second Five-Year Plan. 

Thus the revision not only brought 
down the production target to only 
one-twentyfifth of the original pro¬ 
posal but also greatly changed the 
ratio between the number of spinning 
sets and the quantity of production. 
The original profposal required 
2,500,000 Ambar sets to produce yarn 
for 1,500 million yards of cloth. This 
means that each Ambar set was ex¬ 
pected to produce yarn for 600 yards 
of cloth per year. The revised pro¬ 
gramme required about 500,000 Ambar 
sets to produce yarn for 60 million 


yards of cloth which works out to 
only 120 yards per Ambar set. Such 
drastic revision downwards became 
necessary because of the findings of 
the inquiry which the Commission 
conducted all over the country in 
early 1957. The main findings of the 
inquiry were that an Ambar set work¬ 
ed on an aveiage only for 4 hours a 
day for 200 days per year rather than 
for 8 hours a day for 300 days per 
year. As mentioned before, an earlier 
inquiry committee had already noted 
that the productivity of a worker was 
not half-a-pound of yarn per day of 
8 hours but about one-fourth less. All 
these factors brought down the esti¬ 
mates of production per set to only 
one-fourth of the original expectations. 
The inquiry conducted by the Com¬ 
mission also revealed that the quality 
and technical competence of the ins¬ 
tructors and carpimtcrs m the training 
centies was unsatisfactory; the quality 
of the spinning sets supplied was i)oor 
and the maintenance and lepair 
sei vices were inadequate. As a result, 
a number of Ambar sets were not in 
use. In fact a later Evaluation Com¬ 
mittee reported in 1960 that at I^ast 
40 per cent of the spinning sets were 
inactive and that the actual produc¬ 
tion per spinning set was less than 
60 yards of cloth which was half the 
revised estimates and one-tenth of the 
original expectations.^^ As a result, the 
capital cost of the programme per unit 
of final product increased tenfold and 
the entire programme became at least 
ten times as much capital intensive 
as an equivalent programme in the 
modern spinning industry. 

The results achieved on the side of 
employment were naturally equally 
disappointing. The Khadi Evaluation 
Committee reported in 1960, that 
during the first three years of the 
Second Plan, 2.83,633 spinners were 
trained whereas only 2,45,015 spin¬ 
ning sets were distributed. Further, 
it was estimated that about 40 per 
cent of the sets distributed to the 
spinners were inactive and that the 
remaining were underutilised. A 
large part of the expenditure and 
effort on the training of spinners was 
thus wasted. 

The difficulties did not end with 
production. There was the problem 
of selling the yarn to handloom 
weavers. The handloom weavers gene¬ 
rally were used to mill yarn and were 
unwilling to use the hand-spun yarn. 
Therefore, they had to be induced 
and trained to use the hand-spun 
yarn. In Spite of considerable effort 


in this direction, the stocks of yarn 
began to accumulate and the pro¬ 
gramme had to be slowed down. 
Finally, there was the problem ol 
selling the hand-spun and hand-woven 
cloth. In spite of large subsidies and 
rebates and in spite of large patronage 
given by the State, clearance of stocks 
of cloth became a serious problem. 
Thus, at the end of the Second Plan, 
there was little enthusiasm left for tht 
programme. Ihe Khadi Evaluation 
Committee reporting in early 1960, ob¬ 
served : ‘*The atmosphere of buoyancy 
and hope with which the programme 
was introduced in 1956-57, has given 
place to great deal of scepticism and 
in some cases, even gloom.” 

Khadi Programme in the Third Plan 

Part of the difliculties faced by the 
village industries programme in the 
Second Plan were organisational and 
probably with greater organisational 
effort, somewhat better results could 
be achieved. However, it seems that 
the progiamme was up against more 
serious difficulties of an economic 
nature, namely of trying to establish 

and sustain a sector and a technology 
which were incapable of giving the 
worker even bare subsistence. This 

was recognised in the Third Plan and 
it was stated that in the matter of 
village industiies the main objectives 
to be kept in view would be: “(i) to 
improve the productivity of the 
workei and reduce production costs 

by placing relatively greater emphasis 
on positive forms of assistance such 
as improvement of skill, supply of 
technical advice, better equipment and 
credit, etc; and (li) to reduce progres¬ 
sively the role of subsidies, sales 

rebates and shelleied markets,”*- 
But when it came to formulating con¬ 
crete programmes, the Plan helplessly 
allowed the old story to continue. 
Thus in relation to the Khadi pro¬ 
gramme, the following was proposed: 
“The traditional charkha will continue 
to play a dehnite role, but greater 
efforts will be made to popularise 
the Ambar charkha. U is also pro¬ 
posed to bring into effective use 2.5 
lakh Ambar charkhas out of 3.5 lakh 
charkhas already distributed and to 
introduce another 3 lakh charkhas in 
the f^ram ekais.**^^ Thus the only 
progress made on Ambar charkha was 
that while it was proposed to intro¬ 
duce about 5 lakh Ambar charkhas 
during the Second Plan period, the 
target set for the Third Plan was only 
3 lakh charkhas. To combat the pro¬ 
blem of accumulating stocks of unsold 
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khadi, the Third Plan would “aim at 
gradual redueuon oi dependence on 
urban markets and correspondingly 
greater production for local 
Indeed, the 3 lakh additional Ainbar 
charkhas were to be distributed ?n 
3,000 firant rkuis each covering a 
village or gioup of villages having a 
population of 3,000 each. A distin¬ 
guishing feat me ol tlu* progiamme 
would he "the piepaiation of local 
plans foi die maxmiurn exploitation of 
available lesomces for local use with 
a vieu lo achieving local self-suOici- 
ency to the extent possible.”*'' 'Ihus 
the net piogiess fiorn the First Plan to 
the linid Plan was that while it was 
cailier believed that evciy village could 
b(‘ sell siitlicient, now it seemed tha*^ 
a population of 3.000 was needed to 
make a selt-siilhcient local community. 

Against I he programme of leactivis¬ 
ing 2.3 lakh out of the 3.3 lakh Ambar 
chaikhas already disliibutcd, the 
Commission ttiok steps to re-model 
the Ambai chaikhas and convert them 
into si\-s|)indlc chaikhas. “Uplo the 
end of lulv 196 1, 50,363 Ambar 

cha.'khas were ic-model led and ano- 
ihci 19,177 weir conveited into six- 
spintlle ones. It is however not known 
whether re-inodelling or conversion 
has been undeitaken for those char¬ 
khas whjcli we.'e totally inactive or 
those which wcie actually in opeia- 
lion So we do not know that any 
of the T3 Jakh inactive Ambar chai¬ 
khas weic in lact re-activated during 
the Thud Plan peiiod. 

Similarly, against a programme of 
iniioduting 300,000 Ambar chaikhas 
during the Ihiid Plan, only 13,334 
charkhas were distiibuted in the first 
two yea IS and there was little inciease 
m then numbei in the subsequent 
yeais. 'Ihis must be regarded fortu- 
nat(‘ because it avoided further waste. 
However, the le.isons tor not introduc¬ 
ing the targeted numbci of Ambar 
chaikhas during the Third Plan aie 
equally tlislurbing. I'he Fourth Plan 
notes; “Ihe Khadi and Village Indus¬ 
tries Commii^sion did not intioduce 
more Ambar chtiikhas mainly because 
it was engaged in designing and deve¬ 
loping an improved model of the 
charkha."*’ Repoitedly, the improved 
model is now perfected and is pro¬ 
posed to be intioduced under the 
name of New Model Charkha. 

At the end of the Third Plan, that 
is in June 1966, the Government of 
India in the Ministry of Commerce 
appointed a Committee “to assess the 
progress of Khadi and Village Indus¬ 
tries, to make recommendations to 


strengthen and expand them, and to 
suggest any structural or constitutional 
changes” necessary. After a careful 
review of the basic approach and pur¬ 
pose ol the khadi and village indus¬ 
tries programmes, the Committee 
came to the conclusion that “the basic 
approach and purpose of khadi as well 
as village industries needs to be 
thought out afresh.”^'* The Committee 
set down its own approach to the 
subject in terms of the following three 
piopusitions; “First, in respect of each 
of the traditional industries including 
khadi, a seven-year progiamme for 
piogressive impiovement ol techniques 
should be worked out with a view to 
bringing the industiies to a viable 
level. The test of viability to be ap¬ 
plied should be that the artisan en¬ 
gaged in the industry is able to earn 
without any special protection (i e, 
any protection over and above that 
piovided under normal village and 
small industries programmes), a wage 
which IS not Jess than the prevailing 
local rate of wages in other occupa¬ 
tions for the same level of skill. 
Second, the large inin^ber of artisans 
alicady engaged in traditional rural 
industries should be protected against 
any substantial displacement during ilic 
period of transition to higher techni¬ 
ques so that technological unemploy¬ 
ment IS not aggiavated. Third, no 
eneouiagement by way of training faci¬ 
lities and other assistance should bo 
given to more persons to enter those 
tiaditional industries which use icla- 
tively inferior techniques, as such en¬ 
couragement will only increase the 
number of those exposed to technologi¬ 
cal unemployment and saddle the 
Government with the almost impossible 
task of maintaining at huge cost a 
large number of workers in techno¬ 
logically backward industries.’*^” With 
regard to the khadi programme, the 
Committee made it clear that “em¬ 
phasis in future expansion of the khadi 
piogramme should be increasingly on 
organising production in such a way 
that the element of subsidies, either 
direct or in the form of management 
grants and free weaving facilities, is 
iiduced to the minimum possible.”*^ 
Following from this, the Committee 
recommended that the existing or 
continuing programme of khadi, which 
in 1965-66 accounted for a production 
of about 76 million metres of cotton 
khadi, should be continued on the 
present basis including the element of 
subsidy but that the khadi programme 
of the New Model Charkha should be 
developed on commercial basis keep¬ 


ing the element of grants and sub¬ 
sidies to the minimum. 

Nlw Modll Charkha 

Technical details of the New Model 
Charkha as well as estimates of co.sts 
of production of yarn on this model 
are available in the report (unpublish¬ 
ed) of New Model Charkha Expert 
' Committee appointed by the Khadi 
and Village Industiies (]onimission in 
December 1968. Assuming the produc¬ 
tivity of the six-spindle New M®del 
Chaikha to be 15 hanks of 33.sM per 
dav, the Committee has suggested a 
spinning wage of 10 paisc per hank so 
that a woikiT may earn a wage of Rs 
1.50 per day. On this basis, the cost 
of production of >ain is estimated to 
be 37.0 paise per hank of 33sM. On 
a twclve-spindle New Model Charkha, 
the pioduclivity is assumed to be 3.3 
hanks per day and a wage of 6 paise 
per hank is suggested so that a worker 
may earn a wage of Rs 2.0 per day.- 
On tins basis, the cost of production 
ot yarn is estimated to be 33.0 paise 
per hank of 33sM. The Committee has 
suggested seveial improvements in the 
twclve-spindle model including power- 
operated pre-processing machines which 
aparenlly will reduce the cost of pro- 
duclion of yarn to 27.6 paise. It is 
obvious that the applica*"ion of power 
to the chaikha itself will further re¬ 
duce the cost of jnoduction of yarn. 
But It is ruled out on principle. The 
cost of compaiable mill-yain is 22 
paise which includes excise duty and 
sales tax. The production of the New 
Model Charkha is of couise exempted 
from the excise duty and sales tax. 
Evidently, the Committee does not 
recognise this as an element of sub¬ 
sidy. 

Th(‘ Committee also suggested a 
number of improvements in the pre¬ 
weaving processes and also in the de¬ 
sign ol the looms. These were ex¬ 
pected to 1 educe the weaving wage per 
square metre of cloth to almost half. 
The reduction in the cost of khadi i.s‘ 
thus sought to be achieved by im¬ 
provements both in the spinning and 
the weaving equipment. The estimat¬ 
ed reduction is as follows. The cost 
of traditional (including-^ Ambar) 
khadi woven on traditional handloom 
is estimated to be Rs 3.69 per square 
metre. The cost of the New Model 
Charkha khadi woven on improved 
handlooms is estimated to be Rs 2.82 
per square metre. If we add to this 
the sales margins, the selling prices nf 
the traditional and the New Model 
Charkha khadis are e.stimated to be 
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Rs 4.04, Rs 3.10 respectively. The 

selling price of the handloom cloth 

of mill-yarn woven on the traditional 
handloom is Rs 2.38. If the mill-yarn 
is woven on the improved handloom, 
its selling price would be brought 
down to Rs 2.13. There is of course 
no reason why this should not be 
done. 

Two problems arise. Firstly, will :he 
New Model Chatkha khadi sell in the 
face of this price differential? The 

exriciicnce with the traditional khadi 
raises serious doubts. As mentioned 
above, the selling piicc of the tradi¬ 
tional khadi works out at Rs 4.04 pei 
square metre'. Because it is impossible 
to sell khadi at this price, its selling 
price has been brought down to Rs 
3.24 by grant of a weaving subsidy 
of 80 paise F>cr square metre. Tn 

spite of this assistance, it has not been 
possible to sell the current produc 
tion. Stocks have accumulated and 
production had perforce to be sharply 
curtailed. The production of traditional 
and Ambar yarn in 1965-66 amount¬ 
ed to 14.6 million kgs. Tt came down 
to less than 10.0 million kgs in 1967- 
68 . Hence it is obvious that khadi 
cannot be sold at the present price of 
Rs 3 24 per square metre. The selling 
price of the New Model Charkha khadi 
will be Rs 3.1,0 which is barclv 5 per 
cent below the price of traditional 
khadi. It is obvious that this little dif¬ 
ference in its price will not greatly 
improve its saleability. 

It follows therefore that it will be 
difficult to sell the New Model Charkha 
khadi without a subsidy. The instru¬ 
ment thus does not satisfy the basic 
conditions laid down by the Khadi 
and Village Tndu.stries Committee. Even 
the New Model Charkha Expert Com¬ 
mittee of the Khadi and Village In¬ 
dustries Commission was emphatic on 
this point namely that the New Mode^ 
Charkha programme should not in anv 
manner be subsidised. On that basis, 
the New Model Charkha programme 
is clearly not viable. 

The Commission recognises this fact 
namely that the New Model Charkha 
to he viable will require some, though 
considerably reduced, subsidy. An 
mentioned earlier, the traditional, in¬ 
cluding Ambar, khadi receives weav¬ 
ing subsidy at the rate of 80 paise 
per square metre. It is suggested that 
the New Model Charkha khadi should 
be given a subsidy at the reduced rate 
of 50 paise per square metre. If this 
is done, the selling price of New Model 
Charkha khadi will be brought down 
to Rs 2.60 per square metre compar¬ 


ed to Rs 3.24 of the traditional khadi. 
Thus the Nu.w Model Charkha khadi 
will be 20 per cent cheaper than the 
traditional khadi and one may legi¬ 
timately hope that it will sell better 
than the traditional khadi. 

EuncT ON Employment 

This brings us to the second issue, 
namely, what will suffer from the 
competition of the New Model Char¬ 
kha? It is unlikely that the handlom 
production with mill yarn will suffer 
because it will still have an edge over 
the new khadi. The pi ice of the hand¬ 
loom cloth will be 10 per cent below 
that of the New Model Charkha khadi 
evrn if the inpunvement in handloom 
IS denied to that sector. If the im- 
])rovement is allowed, the handloom 
pioduction will be 20 per cent cheaper 
than the New Model Charkha khadi. Tt 
IS obvious iheieforc that the New Mo¬ 
del C harkha khadi will not he able to 
compete with the handloom cloth, let 
alone the mill cloth. What will then suf¬ 
fer from competition of the New Model 
Charkha? Evidently, the tiaditional 
khadi. It means that, depending upon 
the speed and success with which the 
New Model Charkha is introduced, the 
New Model production will replace 
the tiaditional production. Because 
the New Model Khadi will be about 
20 per cent cheaper, it may be ab^e to 
halt the decline in the khadi sales. It 
may evan partially recover the lost 
market. It i^ unlikely however that it 
will lead to a net increase in the pro¬ 
duction and sale of khadi over the 
peak it achieved by the end of the 
Third Plan. Hence it seems that there 
will be little net increase in the 
production and sale of khadi but that 
the New Model khadi will replace the 
tiaditional khadi. It follows that the 
employment in khadi will decline 
sharply. This is because the pioducti- 
vity per woikei of the New Model 
Charkha is much greater than that ot 
the traditional and the Ambar char- 
khas. The output on the traditional 
charkha per woiker is loss than 2 
hanks per day of eight hours. When 
the Ambar charkha was introduced, it 
was expected that its output per 
woiker would be 8 hanks per day of 
eight hours. In fact, it has not gime 
much beyond 2 hanks per day. As 
against this, the per" worker output of 
the six-spindle New Model Charkha is 
expected to be 15 hanks and that of 
the twelve-spindle New Model Charkha 
to be 33 hanks which with further 
improvements may go up to 40 hanks 
per day of eight hours. Thus, depend¬ 


ing upon which version of the New 
Model Charkha will finally be adopted, 
it is clear that the New Model Char¬ 
kha programme will require only bet¬ 
ween one-fifth and one-tenth of the 
spinners engaged in the tradi¬ 
tional production in order to 
maintain the present level of produc¬ 
tion. As explained earlier, there is 
little piospect of expanding the pro¬ 
duction of khadi beyond the level 
reached in 1965-66. Hence, the net 
result of the New Model Charkha, 
subsidised at the rafe of 50 paise per 
square metre, will be to lower the 
price of khadi by about 20 per cent 
which may help to maintain the pre¬ 
sent level of production and sale but 
no more and, in the process, throw 
out of employment between 80 to 
90 per ct nt of the spinners now engag¬ 
ed in traditional production. 

The New Model Charkha programme 
will also affect the weavers. It will 
be remembered that an important ele¬ 
ment in the new programme is the 
improvement in the pre-weaving pro¬ 
cesses and the handlooms. It seems 
that the per weaver output of the 
Sewagram loom is two-and-half times 
that of the traditional loom and that 
of the Nepal loom is four times that 
of the traditional loom. Hence, again 
depending upon which particular 
loom will be chosen for promotion, it 
is obvious that a given level of khadi 
output will employ only between 25 
and 40 per cent of the weavers. The 
remaining weavers will be thrown out 
ot employment. 

The New Model Charkha Expert 
Committee of the Khadi and Village 
Industries Commission was aware of 
these problems of employment that the 
New Model Charkha will inevitably 
create. Hence, the Committee was 
emphatic that “while introducing New 
Model Charkha 1965, with latest 
modifications suggested, the following 
three objectives should be kept in 
mind : (i) no traditional spinner 
should go out of employment; (ii) 
change over from traditional to new 
model charkha should keep pace with 
the new demand and also with sup¬ 
ply of ebarkhas; and (iii) in order to 
facilitate the above, weaving subsidy 
!»hould be made available as far as 
possible to cheapen the traditional 
khadi only.'' As we have seen, unless 
it is subsidised, the New Model Char¬ 
kha has no chance. When not subsidis¬ 
ed, the price of New Model khadi can 
be barely 5 per cent below the 
subsidised price of traditional khadi. 
There is no possibility of expanding 
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demand with this little price diffei 
ence. Hence, if tii.- traditional ipin- 
ner is to be fully protected with pre 
sent level of subsidy, there is no room 
for the New Model Charkha. 

It IS for this reason that the Com¬ 
mission has siisKcsled that while the- 
traditional khadi should continue to 
receive sul)sidy at the present lato 
of 80 paise per square metre, the New 
Model Chaikha khadi should also re¬ 
ceive subsidy, though at a reduced 
rate namely 50 paise p**i square 
metjc. We have seen the consequ¬ 
ences of this proposal. If subsidis'd 
at this rate, the New Model Charkha 
khadi will replace the traditional 
khadi without at the same time caus¬ 
ing a net expansion of khadi produc¬ 
tion and sales and hence will throw 
out of employment between 80 and 
90 pel cent of the spinners and 60 
to 75 per cent of the weavers engag¬ 
ed in the production of traditional 
khadi. How do we then protect the 
present emidoyment in the traditional 
khadi and at the samt* time introduce 
?n improved instrument with greater 
productivity namely the New Model 
Chaikha and the improved loom? 
Thus, within its own little prr^serve, 
the Khadi and Village Industries Com¬ 
mission is up against basically the 
same pioblem which a developing 
economy faces. 

A proposed .solution is as follows: 
The production of traditional khadi will 
be maintained at its present level so 
that the employment in that sector 
will remain unaffected. Th(‘ traditional 
khadi will also continue to leceive the 
subsidy at the present late of 80 
paise per square metre. An additional 
production of equal quantity will be 
undertaken on the New Model 
Charkha and will leceive a subsidy at 
the rate of 50 paise per square metre. 
When this is done, the production from 
the two sectors will be pooled and 
sold at a common price. What will be 
the common price? As we have seen 
with subsidies at the above lates, the 
selling price of traditional khadi is 
Rs 3.24 per square metre while that 
of the New Model Charkha khadi 
works out at Rs 2.60 per square 
metie. Therefore if the production 
from the two sectors is pooled in equal 
proportion the common selling price 
will be Rs 2.92 per square metro 
which will be about 10 per cent be¬ 
low the 'present price of traditional 
khadi. But then the production oi 
khadi will be doubled and one should 
be able to sell all that production at 
this only slightly reduced price. This 


does not seem possible. With no moie 
than 10 per cent reduction in the price, 
it may be possibe to halt the present 
decline in the sale of khadi but it will 
be dillicult to even lecovcr fully the 
lost markel. It seems practically im¬ 
possible that khadi sales will be dou¬ 
bled by a mere 10 per cent leduc- 
lion in thi- sale price. 

It seems therefore that provided the 
decision to maintain the present pro¬ 
duction of traditional khadi is firmly 
adhered to, iheit' will be little room 
foi the New Model Charkha khadi. 
On the (Hhcr hand, if it is decided 
to intioduce the New Model Charkha, 
as tht' Khadi and Village Industries 
Commission seems to have done, bu> 
a icslnction is accepted that in no 
year the production of the New Model 
Charkha shall exceed the production 
of traditional khadi and that the two 
shall be pooled and sold at a com¬ 
mon puce, the jiroduction of tiadi- 
tional khadi will soon come down to 
half or below its present level. Fuither, 
if the N( w Model Charkha is introduc¬ 
ed with no such restriction on its pro¬ 
duction but nevertheless on condition 
that the production will be pooled 
with the tiaditional production and 
sold at a common puce, it will rapid¬ 
ly icplace the traditional khadi. This 
will happen for s<‘veral reasons. First¬ 
ly, a spinner will prefer the New Model 
Chaikha to the traditional charkha, be¬ 
cause the New Model gives him a 
better wage. Secondly, the consumer 
will prelci replacement of the tradi¬ 
tional khadi with New Model khadi, be¬ 
cause that makes the pooled price of 
khadi cheaper. Thirdly, the Govern¬ 
ment will piefer the New Model 
Charkha production because it will ic- 
duce the burden of subsidy from 80 
paise to 50 paise per square metre. 
Thus, even if the principle of pooling 
the traditional production and the new 
production is accepted, the New Model 
Charkha will rapidly displace the tra¬ 
ditional khadi. If that principle is not 
accepted and if the New Model khadi 
is allowed to compete with the tradi¬ 
tional khadi, the process of displacing 
will be hastened unless, ot course, 
like the Ambar Charkha, the New 
Model Charkha for various reasons 
just fails to deliver the promised out¬ 
put at the promised price. 

The Burden or Subsidy 

As mentioned above, the displace¬ 
ment of traditional khadi by the 
New Model khadi will reduce the bur¬ 
den of subsidy because while subsidy 
is being paid on traditional khadi at 


the rate of 80 paise per square metre, 
the proposed rate for the New Model 
khadi is 50 paise per square metre. 
Hence, for a given level of production, 
the burden of subsidy will be reduced 
to about 60 per cent of its present 
level. On the other hand, as explained 
earlier, for a given level of produc¬ 
tion, the employment will be reduced 
to a mere 10 to 20 per cent of the 
present levid depending upon which 
particular version of the New Model 
Charkha is finally adopted. Hence, 
though the displacement of traditional 
khadi will reduce the burden of subsidy, 
it will reduce much more the employ¬ 
ment in khadi. Tt follows that the 
new and reduced employment will he 
subsidised to a much greater extent 
than is the present much larger em¬ 
ployment in traditional khadi. 

The point is important and may 
therefore be explained more directly 
in the following manner. As we have 
mentioned, the selling price of tradi¬ 
tional khadi is Rs 3.24 per square 
metre. In this, spinning wage accounts 
for Rs 1.80. On the other hand, weav¬ 
ing subsidy amounts to Rs 0.80. 
Thus, weaving subsidy meets Rs 0.80 
out of the Rs 1.80 paid as the spin¬ 
ning wage. In other words, nearly 45 
per cent of the spinning wage in the 
traditional khadi is met by means of 
the weaving subsidy. This may also 
be seen from the data on the pro¬ 
duction of traditional khadi in 1965- 
66 given in the Report of the Khadi 
and Village Industries Committee."* In 
1965-66, the value of khadi production 
amounted to Rs 26.81 crores and 
wages paid (presumably only the spin¬ 
ning wages) constituted Rs 16.14 
crores. This was supported by re¬ 
bates and subsidies amounting to Rs 
7.05 crores which is 43.7 per cent of 
the wages paid. The working capital 
for the programme was provided by 
means of interest-fiee loans, interest 
on which amounted to Rs 2.07 crores. 
Thus an additional element of subsidy 
was involved. If we add this to the 
rebates and subsidies, the total sub¬ 
sidy would amount to Rs 9.12 crores 
and would constitute 56.7 per cent of 
the wages paid. Thus the net outcome 
of the programme was to provide pro¬ 
ductive employment worth Rs 7 02 
crores and to distribute subsidies 
worth Rs 9.12 crores. To implement 
this programme, the government had 
to incui additional expenditure on re¬ 
search, training and establishment ex¬ 
penses of the Khadi and Village In¬ 
dustries Commission. This amounted 
to RA 1.89 crores. Besides, govem- 
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ment also lost revenues in excise and 
sales tax. 

Lt^t us compare this with the New 
Model Charkha programme. As men¬ 
tioned earlier, the selling price of 
'New Model khadi is estimated to be 
Rs 2.60 per square metre. In this, 
spinning wage accounts for Rs 0.3U 
and this is proposed to be completely 
met by the weaving subsidy amount¬ 
ing to Rs 0.50 per square metre. Thus, 
in the New Model Charkha pro¬ 
gramme, the spinning wage will be 
met hundred per cent by the weav¬ 
ing subsidy. Presumably, the finance 
for the programme will not be pro¬ 
vided by interest-free loans and that 
therefore no further (*lement of sub¬ 
sidy will he involved. But in these 
matters, no one can he certain. 

Let us consider now how the khadi 
programme in 1965-66 would look if 
the.entire production m that year were 
done On the New Model Charkha. The 
value of the same khadi production 
would be about 80 per cent of what 
It actually was because the New Model 
khadi would be cheaper than the tradi¬ 
tional khadi (Rs 2.60 instead of Rs. 3.24 
per square metre). Hence the value ot 
production would be about Rs 24.0 
crores. The spinning wages would be 
only about 27.7 per cent of what they 
actually weie because the spinning 
wage on New Model Charkha would 
be only Rs 0.50 instead of Rs 1.80 
on the traditional chaikha for yarn 
lequired for one square metre of 
cloth. Hence, in 1965-66, the spin¬ 
ning wages would amount to only 
Rs 4.5 crores instead of Rs 16.H 
croies in the actual programme. As 
We have seen, the entire spinning wages 
of Rs 4.5 crores would be met by an 
‘■qual amount of weaving subsidy. 
Supposing that the programme would 
not involve any other element of sub¬ 
sidy such as interest-free loans, it 
would mean that the programme would 
he one of pure distribution of R.s 4.5 
qrores of subsidy as spinning w»ages 
with no element of productive em¬ 
ployment whatever. Nevertheless, there 
would, of course, be expenditure on 
research, training and establishment of 
the Khadi and Village Industries Com¬ 
mission. Supposing that this expendi¬ 
ture would be no more than in the 
traditional programme, the expendi¬ 
ture would still amount to Rs 1.89 
crores. Besides, as before, there would 
be loss of revenues in excise ’^nd 
sales tax. 

For all one knows, the New Model 
Charkha will fail as did the Amhar 
Charkha fifteen years ago and all the 


expenditure on research, training and 
the manufacture of the New Model 
Charkhas will be wasted as it hap¬ 
pened in the case of the Ambar 
Charkha. The traditional charkha will 
survive the New Model Charkha as it 
did the Ambar Charkha for the sim¬ 
ple reason that traditional equipment 
and skills exist and are willing in 
accept rewards m consonance with 
their productivity aided by a subsidy 
which the country is willing to pay. 
However, as we have seen, even with 
the existing level of subsidy which 
meets almost 60 per cent of the spin¬ 
ners wage, his output in quality aid 
cost is not able to compete with the 
mill production and that hence pro¬ 
duction of khadi and employment 
therein is lapidly going down. In order 
to protect this employment and pio- 
duction, either the subsidy must be 
raised or the spinner must accept a 
lower wage. If neither ;s possible, the 
production and employment therein 
will inevitably decline and in due 
coiiise become i xtinct altogether. The 
alternative of introducing improved 
equipment is no solution because it 
defeats its purpose. It cannot protect 
a ti'chnology which is inferior to it. 
We call the New Model Charkha an 
improved instrument because, for a 
given level of production, it uses the 
same or a smaller amount of capital 
but less labour than docs the tradi¬ 
tional charkha. It follows therefore 
that, for a given level of production, 
adoption of improved technology re¬ 
duces employment. One cannot adopt 
an improved technology and at the 
same time protect the existing employ¬ 
ment in an industry unless total out¬ 
put expands simultaneously. But in 
the matter of expanding the total out¬ 
put, a half-way improvement in tech¬ 
nology has no advantage over a fully 
advanced technology. 

Intermediate Technology 

We have examined at such length 
the khadi programme of the Khadi and 
Village Industries Commission because 
it illustrates well all the problems of 
protecting an inferior technology in 
the presence of an advanced techno¬ 
logy and of aitiftcially lestricling the 
pace of mtroductin of impioved 
technology. All these propositions are 
old and if, in spite of much disillu¬ 
sionment and disappointment, they 
still persist, it is because some peo¬ 
ple, well-meant though they are. simp¬ 
ly would not see the logic of econo¬ 
mic development. But recently, the 
same propositions havr^ been put for¬ 


ward ill more sophisticated economic 
terminology. It is said that an eco¬ 
nomy has a certain endowment of pri¬ 
mary factors of production, namely, 
land, labour and capital, and that 
therefore the economy should choose 
a technology which is appropriate to 
the particular factor endowment. The 
implication of this proposition is that 
It is only by the choice of an appro¬ 
priate technology that an economy can 
('nsure productive employment of all 
available labour. Hence, if in an eco¬ 
nomy it is found that all labour »a 
not productively employed, the fault 
must be that of the choice of techno¬ 
logy, namely the choice of too ad¬ 
vanced a technology. This is of course 
another way of saying that, given capi¬ 
tal, the choice of technology should 
be such as will enable an equitable 
distribution of the available capital 
among all labour to be employed. 

Whatever the virtue of this piopo- 
Mtion for a classroom presentation of 
die relevant problems, it >s too sim¬ 
ple to be operationally meaningful. In 
the first instance, production of com¬ 
modities is not one homogeneous acti¬ 
vity wheic wc may conceivably have 
one single technology lequiring one 
paiticular quantum ot capital lor the 
employment of one worker. Produc¬ 
tion IS evidently a multifarious activity 
and It will be an altogether attificial 
restriction to want that the quantum 
of capital pei employed worker should 
l)e the same in all branches of pro¬ 
duction. Secondly, even within an 
industry or branch of production, it is 
not true that one single U^chnology. 
in the sense of one single capital-labour 
ratio, rules. Advance of indusCxial 
technology is a continuous piocess and, 
at any given timi*, diiferent levels of 
technology exist side by side, Diflcr- 
ent lirms or production units employ 
different technologies and thosf' using 
iiifcrioi ones usually survive by ac¬ 
cepting lowei rewards for capital as 
well as lafcc^ui employed in them. But 
sooner or later, they must adopt the 
improved technology or quit. This is 
the proerss by which technology pro¬ 
gresses and labour productivity im¬ 
proves, which indeed is the essence 
of economic development. In the 
ciicumsiances, all that one can do is 
to take some ameliorative measures to 
protect the units in transition and re¬ 
duce the hardship of those employed 
therein. But care has to be taken to 
ensure that no permanent vested in¬ 
terests are created in the inferior 
technology for they prove a burden 
on the economy and a block in the 
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way to economic progress. A 

There cannot th^ refore be any sin¬ 
gle technology appropriate to the 
particular factor endowment of an eco¬ 
nomy. Capital is inevitably distributed 
unequally, with some people employ¬ 
ed with the aid of much capital and ’ 
hence with a high labour productivity 
while others arc employed with much 
less capital and hence with a low la- 6 
hour productivity. But, the factor 
endowment is not given and fixed for 
all time. For economic dcvelopnnmt, 
capital must accumulate and the exis- 7 
tiiig factor endowmimt must change. ^ 
The distiibution of capital has to be 
such as will promote this pioccss. 

Of course, this creates the problem 
of inequitable distribution of the total ^ 
national pioduct. In particular, a great 
many people have no capital to em¬ 
ploy themselves with, a fact which, 11 
as we have se<’n, is at the root of ihe 
problem of poverty in the country. The 
problem therefore resolves on the 12 
question whether these men, with no 
means of production of their own can ^ ^ 
at all be put to productive work so 
that they may contribute to the na- 
tional product and earn a share in 
the same. We shall tuin to this pio- 
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RIGHT TO GAINFUL WORK 


In a previous section, while outlining 
the basic policies for equitable distri¬ 
bution of the national product, wo 
suggested that, within the institutional 
framework of private ownership of the 
means of produ tion, there are two 
alternative appi >.i.hes to the problem 
of equitable distribution: One is the 
equitable distribution of the means of 
production. The other is the equitable 
distribution of the incomes without an 
equitable distiibution of the means of 
production. In tbe first category fall 
two major policy proposals. One is the 
equitable distribution of agricultural 
land among all those who depeiid 
upon it. The other is the adoption of 
a technology appropriate to the existing 
factor endowment in the < onomy. An 
equitable distribution of land has been 
advocated since the First Plan and is 
being advocated today with a new 
desperation. However, the dimensions 
of rural poverty are such that it is not 


difficult to see that distribution of tbe 
available land among all those who 
need it can do little good to the poor 
and can do undoubted harm to the 
prospects of agricultural development 
generated by tbe recent technological 
adv.antx's in agriculture. The second 
proposal, nam(4y of adopting an appro¬ 
priate technology, particularly promo¬ 
tion of the traditional technology pre¬ 
vailing in village industries, has also 
been advocated since the First Plan 
and emphasised since the Second Plan. 
Experience .shows that, in general, it is 
a futile proposition, impossible to ope¬ 
rate in practice because it runs con¬ 
trary to the essential economic forces 
underlying economic development. We 
are therefore left with tlie second alter¬ 
native namely to allow an unequal dis¬ 
tribution of the means of production 
but to attempt an equitable distribution 
of incomes. As we have emphasised 
an essential prerequisite for such a 


policy is a guaranteed employment at 
a minimum wage to all those who do 
not have adequate means of produc¬ 
tion to employ themselves with and 
who are willing to work for the iiiini- 
iniim wage. In this section, we shall 
review tlie policy and progiamines in 
this field and examine the relevant pro¬ 
blems. 

Policy in hie Tiiiiu) Plan 

“Assurance of gainful employment 
for everyone who seeks work” was 
explicitly recognised as a major i)olicy 
objective in the. 'J'hird Plan. In the 
(list chapter of the Third Plan, entitled 
‘Objectives of I’lanncd Development’ 
the following appears undei a section 
entitled ‘Equal Opportunities’: “The 
first condition for securing equality of 
opportunity and achieving a national 
minimum is assurance of gainful em¬ 
ployment for eveiy one who seeks 
work. In an underdcveloix.*d country, 
failure to piovidc full employment can 
b(j traced to certain fundainenlal de¬ 
ficiencies in tJie ccimomic structure. 
Until the fndustiial base has been 
greatly strengthened and etlucation and 
other social si'rvices d<*vcloped, tlui 
economy is unable to achieve a rate of 
growth sufficient to provide work at an 
adequate level of remuneration to the 
entire labour force. I'hese iirocesses 
necessarily take tune and call for a 
scale of effort and investment which 
may be well beyond the capacity of 
the economy in the early stages. 
Povcity is most acute in areas which 
have heavy pressure of population or 
in which, on account ol the scanty 
development of local resources, low 
levels of productivity pcisist and thcie 
is lack of continuous work. Theic 
must, therefore, be additional opportu¬ 
nities for woik to eiiable tlu' lowest 
income groups to cam enough through 
productive employment to meet their 
minimum nc.eds. In the Third Plan, 
it IS envisaged that along with pro¬ 
grammes of development for large and 
small industries, for agrieulture and for 
economic and social services, theie will 
also be a larger-scale programme for 
rural works especially in densely popu¬ 
lated regions and for periods of under¬ 
employment during the sl^Hek agricul¬ 
tural seasons.”' 

An entire chapter. Chapter X in the 
Third Five-Year Plan, was devoted to 
‘Employment and Manpower'. In the 
analysis of the problem, the Third 
Plan notes: “In the. rural areas, both 
unemployment and underemployment 
exist side by side; the distinction bet¬ 
ween them is by no means sharp. • • 
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Though recent surveys show a some- 
w'h^t higher rate of unemployment in 
the towns, this itself is a reflection of 
the lack of adequate work opportuni¬ 
ties iu rural areas. Urban and rural 
unemploy'ment in fact constitute an 
indivisible problem.”® It follows that 
additional employment opportunities 
ipust he provided in the rural area. 
The Third Plan observed: “For many 
years the greatest scope for utilising 
manpower resources in rural areas will 
lie in programmes of agricultural deve¬ 
lopment, road developme'.it projects, 
village housing and provisions of rural 
amenities.”® 

The Third Plan spelt out in consi¬ 
derable detail the pattern of organisa¬ 
tion for the proposed programme of 
rural works. The following was sug¬ 
gested: “For additional programme of 
rural works envisaged in the Third 
Plan, two main groups of schemes in- 
volvmg considerable use of unskilled 
ayd semi-skilled labour will have to be 
undertaken, namely, (a) local works at 
the block and village level, and (b) 
larger works requiring technical super¬ 
vision and planning by departments. 

"For local works as we^^ as for the 
larger schemes it is essential that tliere 
should be clearly worked out program¬ 
mes in each development block. The 
block plan will, include all the works 
to be undertaken by different agencies 
through the block organisation such as 
programmes included in the schematic 
budget under the community develop¬ 
ment scheme, and those falling within 
the general plans of tlie Stales under 
agriculture, animal husbandry and 0 * 0 - 
operation, programmes for large and 
medium irrigation projects, road deve¬ 
lopment, etc. In turn, the block plan 
must be split into village plans and, in 
this fonn, it should be made widely 
known in the area.... Since, unem¬ 
ployment and undcr-employmcnt are 
specially acute during the slack agricul¬ 
tural seasons, to the extent possible, 
works programmes should be planned 
far execution during these periods. In 
all cases of works to be undertaken in 
villages, wages should be paid at the 
village rates.”* 

Further, it was proposed that "the 
necessary constniction organisations and 
the labour co-operatives needed should 
be built up, specially at the block 
level. These organisations can carry 
stocks of tools, obtain contracts, secure 
the necessary technical and adminis¬ 
trative assistance, organise cadres of 
trained and skilled workers, and work 
in dose oo-operatioii with district 
authoritieSt panchayat samities and 


others. Voluntary organisations should 
also be able to provide local leader¬ 
ship and undertake educational and 
cultiiial work. To carry out the rural 
\^orks programmes on the scale sug¬ 
gested above, adequate organisations 
are to be built up mainly in the States 
and also, to the extent necessary at 
the Centre.”® 

This was undoubtedly an important 
advance over the ideas contained in 
the Second Plan. For once, it was 
recognised that the additional employ- 
merit to be created bad to be, in tin' 
main, wage-employment on develop¬ 
ment woiks and not the make-believe 
self-eniploym(‘nt in traditional band- 
r.idxistii(‘s as envisaged in the Sx'cond 
Plan. It was also recognised that 
when sonu*onc worked, he must be 
paid wages; in other words, that you 
cannot ask for free and voluntary 
labour from an unemployed person on 
ground that in any case he was not 
doing anything. Finally, it was re¬ 
cognised that, besides tlie problem of 
financial resources, there were opera¬ 
tional or organisational problems which 
needed careful consideration. This 
was undoubtedly an important advance 
in the understanding of the problem. 

To gain experience in organising 
u'orks programmes, 34 pilot projects 
were immediately taken in hand. On 
the basis of this experience, it was 
hoped to extend the programme on 
a mas.s' scale to other areas, specially 
those with heavy pressure of popula¬ 
tion and chronic under-employment. 
Tentatively, it was envisaged that em¬ 
ployment through the works program- 
me.s should be found for about 100,000 
persons in the first year, about 400,000 
to 500,000 persons in the second year, 
about a million in the third year, ris¬ 
ing to about 2.5 million in the last year 
of the Plan. Limited financial iirovi- 
sion for the eaily phases of the pro¬ 
gramme was made in the Third Plan 
and it was reckoned that *he program¬ 
mes as a whole might entail a total 
outlay of the older of Bs 150 croros 
over the Plan period. 

Unfortunately, the scale of effort 
undertaken was much smaller than was 
hoped for, largely because of the seve¬ 
ral adverse developments which oc¬ 
curred during the Plan period and the 
consequent limitation} on icsources. 

In all, only a sum of Rs 19 crores 
could be made available for the rural 
works programme. In the last year of 
the Third Plan, expenditure stood at a 
level of nearly Rs 8 crores and the 
employment provided was reckoned at 
about 400,000 in terms of work for 


100 days in the year presumably on the 
basis ol an average wage of Rs 2 per 
day. 

PnorosALs in the Draft Fourth 
Five-Year Plan (1966) 

In the <‘ailier Draft of the Fourth 
Five-Year Plan (August 1966), a pro¬ 
gramme of rural works was proposed 
to be incojporated as an integral part 
of the Fourth Plan. On the basis of 
the (‘xiH'iKiiee in the Thiid Plan, the 
piogi amine was to be strengthened 
and reoi /<‘nte(.l along the following 
lines : 

“(i) In tin* selected areas, the first 
inioiity IS to be given to tliose areas* 
m which there is considerable un- 
cni[)Io\ imnt and under-employment, 
either beraiise f)f serious lags in do- 
velo])incrxt or because of the pres¬ 
sure of population and the presence 
()l masses of landless agricultural 
labour. . . Areas characterised by 
extremely lieavy pressure of popula¬ 
tion and retarded growth in wnich, 
however, there is scope for utilising 
the available manpower as a means 
for accelerating agricultural and rural 
development will also need attention, 
"(ii) While the rural works pro¬ 
gramme is conceived of as a supple¬ 
mentary programme in the areas in 
which the programme is to be under¬ 
taken, in actual implementation, it 
has to be fully integrated with the 
programme of development at the 
district and block levels. The 
choice of works would take into ac¬ 
count local needs and possibilities 
and the aim would be to utilise sur¬ 
plus manpower to strengthen the 
local economy as rapidly as possible, 
"(iii) In drawing up w’orks program¬ 
mes in scb'cled areas, special atten¬ 
tion will l>e given to small works of 
a productive nature such as minor 
inigation, soil conservation, afforesta¬ 
tion, rural roads, etc. 

“(iv) . . . particular stress is to be 

placed on building up new skills 
among ruial youth. Wherever pos¬ 
sible, the programme for organising 
labour co-operativos would be inte¬ 
grated with the rural works pro¬ 
gramme, specially m areas in which 
there are large bodies of agricultural 
labourers. Through these co-opera- 
tives, it is hoped to provide not only 
additional work, but also other faci¬ 
lities for improving the economic 
and social conditions of agricultural 
labour. 

“(v) An extensive programme of 
wfirks has been under way in recent 
months in a number of areas in 
which scarcity conditions have pre¬ 
vailed. In selecting areas in which 
the rural works programme should 
be implemented (Turing the Fourth 
Plan, the needs of these areas should 
be taken into consideration. Such 
integration would facilitate exe¬ 
cution of programme of permanent 
improvements in a sustained manner 
and on an extensive scale. ... It 
should be stressed that since the 
rural works programme comprises a 
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larj 4 e iiiimlw of small works which 
arc inevitably spread over many vil¬ 
lages or group'' of villages, its effi¬ 
cient organi'jation recniires spt^cial 
attention. Tht; principal einph.isi', 
should 1 k‘ (r.i (fliciencv and on the 
intensity witfi which the jiiogiamine 

IS iTnph’nuMited. To ensure inoie 
effective iniphinentalion, whihi indi¬ 

vidual sch<*nies have to be executetl 
at the block level, loi planning and 
for linking up tlu^ riiial woiks pio- 

graninii; mnie f'fiectivels' wifh other 

develoi^ment piogi.iinnies, it is pro- 
jiosed that overall resjionsiliilitv 
should be placi'd .it the distiict level” 
(PP iid-4). 

Noting that the Fonith I’lan, as then 
formulated, showed a gap of 4 million 
oi more between tin- net addition to 
the la]:)oiir fmee and the additional em¬ 
ployment likely to be generated, it was 
leeoginsed that “if the* rur.il woiks 
programiiK' was to fill tlu' anticipated 
gap in employment, theie W'ould be 
jifstifi(\i|tion for a piogiamme large 
(‘nough to pi ovule woik dining the slack 
agricultural seasons to about 4 million 
persons”. Howcvei, “having regard to 
the vaiious claims on the available re- 
souici's, a pinvision of Hs ^)5 cioies” 
was made.® 

As jiK'iilioned earliei, llu' Thud Plan 
made an imiioilant advanci' m the 
imdeist.mdmg of the piobleni of imcin- 
ploviniMit and of tlu* oi g.misationa! 
problems of piovidmg .uidition.il (in- 
plo\ meiit 1 .) iinal anas. Nev ei thelcss, 
in the sjn'cific piopos.ils made, theie 
was diseeiinhle a inixtnn of two lathei 
diffeu'nt opmation.il levels being eon- 
teinphited. On the one hand, the need 
foi .1 pa ogi amine “which will make 
some imp.let on llu' problem of niiein- 
plovnunt .mil niider-einploynient” w.is 
recog’.nsed .ind a niimbi'i ol eorollanev, 
following lioin this weie accepted. For 
instance, it was admitted th.it in oidei 
to eairy out the nnal woiks iirogramme 
on this se.ile, aderiuato oi ganisations 
must be built up mainly in ihi! States 
and, to the e.xtent nccessar>s at the 
Ceiitie. that there should be ch'aily 
w'orked-out programmes of work in 
each development block; that the 
neccssaiv coiistruclioM organisations 
and the labour co-opciatives needed 
should he built up spcci.illv .it the 
block level and that these should woik 
in close co-operation with district 
authorities and panchavat saniitics; 
that sucti l.ihonr organisations should 
cany stocks of tools, obtain coiitiacts, 
secure the necessary t«*chnical and ad¬ 
ministrative assi.staTici' and organise 
cadres lif trained and skilled workers. 
This was one Icvid of operation en¬ 
visaged. 

The other approach chiefly aimed at 


providing work and eanployment during 
slack agricultural season when uneoi- 
plov'inent and iiniler-employment were 
si)cLiall\ acute. Foi instance, it was 
piopusid that, .is fai as possible, the 
woiks piogr.mimes should be jilanncd 
loi evetution during these periods. A 
mmibei ol eoiollai ies followed. For 
Mist.UK e, it w.is suggested that the 
bloik jil.ni should lie split into village 
|)lans and th.it it was in this lonn that 
it should be made widely known m the 
.lira; that in all eases of woiks to be 
n.id«‘itakrn m the villages, wages 
should b(‘ jiaid at the villagi; rates; 
and th.il voUmtaiy organisations should 
be able to provide local leadersln'ii and 
iindeit.ikc ediiiMl ional and cultural 
woik. Thus the emphasis was on deal¬ 
ing with the problem at the local or 
tlu; vill.ige level with the object of 
[irovidmg woik dining the slack agri- 
iiillni.il season .and as cliise as possible 
to ihr homes of llic persons conei'rncd. 

Will-. I, with the little expoiience 
g.iined dining the Thud Plan iieriod, 
the piogi.immo was ndonnulated in the 
carl id Dialt of the Fourth Five-Year 
Plan (August UKifS), appaicntly the 
second li'val ol opeialiou was prefer- 
T«‘d. For instanis , it was made clear 
that the luial woiks inogiamine would 
lominisi- of a huge number of small 
woiks spi(\id ovd many vill.iges and 
that the choice of works would take 
into ateomit loe.il lu'eds and possibili¬ 
ties .i.id aim at utilising surplus man¬ 
power to stiengthen tlu^ Pu.il economy 
as lapidly as iiossible. 

IvMd ov mi:m C.u\ii\N ief. in 

M\U VRASIIITIA 

'Ihc iinplieations of thi; second ap- 
pio.uli, namely dealing with the pio- 
hlern ol imal nnemplov nidit and Linder- 
emjilov inent at the local or the villagi' 
h'vel, aie Inllv' woiked out m the Pilot 
Fmplovment Chiaiantei' Scht-mi; which 
till' (ioveinment of Maharashtra sanc¬ 
tioned in jnly 1969. The scheme is 
designed to be opeiati'd by the village 
panchayats. Its salient features are as 
follows; 

“7'h(‘ objective of the .scheme is 
to guarantee employment mainly to 
tlu; agricultural labourers when they 
do not have employment in a nor¬ 
mal way from other sources includ¬ 
ing noiTnal departmental activities. 
I’lu' guarantee to provide work is 
restricted to provision of only un¬ 
skilled inaiuial work to all able- 
bodied persons when they do not 
have tanployinent. However the 
advantage of the scheme shall bo 
given to only the residents of the 
village of the age of 16 and above, 
excluding, in the beginning, the 
ph> sically handicapped but not 


phy.sieally weak ... It is, however, 
made clear that the scheme is en¬ 
tirely voluntary and there is^ no 
compulsion lor any village to parti¬ 
cipate III it without fully agreeing 
to the concept and its responsibili¬ 
ties in that respect. 

“The works of the following cate- 
goiii's aie to bo provided in the 
scheme in order of preference: (i) 
Productive works such as contour 
bunding, irrigation w'orks, etc; (ii)‘ 
Nou-prodiictive works wliich create 
capital comnuinily assets like roads, 
afloiestation. wells, development of 
pastilles, lands, etc; (iii) yillage 
nidiistiv’ programme, particularly 
.spinning. The Village Panchayat 
should (iiep.m* advance plans w'ith 
estimates of woiks which can be 
taken up lor providing employment 
to all uiu‘mpl()>ed persons in the 
village . . . Tlu' work centre under 
the scheme should not he more than 
3 miles away from the boundaries 
of tlu* village for some time to 
come . . . 'Phe participating labour 
will have choice of work within the 
list of approved works prepared by 
the \3llagc Pancliayat but he will 
liavi' to work as per phased pro¬ 
gramme ... In a-iiy case, wasteful 
laboui anti exi^cnditure are to be 
strictly avoided. There must be 
mauilcst verifiable results or re¬ 
turns, liesidcs provision for employ¬ 
ment, in the whol<; programme . . . 
Prt'paration by the Village Pancha¬ 
vat ol ail advance working plan of 
two veins will be pre-requisite con¬ 
dition for allotting funds for the 
schemes to a village. 

“Wages should be fixed by the 
Tahsildar separately for each village 
on the basis of 7 hours’ working 
day sul>j(*ot to the review by the 
District Co-ordination Committee of 
the Integrated Area Development 
Bloik. (Five blocks in five districts 
for w'fiich the scheme was initially 
sanctioned.) Wages wdll be paid 

on work charged basi.s. It should 
be fixed at 10 per cent less than 
tlu; normal wage iii the relcva7it 
season III the previous non-scarcity 
year which would lie considered as 
subsistence. Wages in different 

s(*.isons should be ascertained and 
off season wage with 10 per cent 
cut should he paid as subsistence 
wage for the scheme during the off 
seascr.i period in which the scheme 
is generally expected to work. 

“Village Panchayat should be the 
administrative unit for the purpose 
of operating the scheme. In fact, 

the scheme will be given to the Vil¬ 

lage Panchayat which will accept 
the responsibility for execution of 
the scheme in accordance with the 
general principles that would be 
laid down by Government and/or 
the District Co-ordination Commit¬ 
tee. Apart from the administrative 
duties, the Village Panchayat will 
have to accept the responsibility for 
getting cess on land revenue impos¬ 
ed for undertaking this Pilot Em¬ 
ployment Guarantee Scheme in the 
•village. The minimum rate of cess 
to be imposed for this purpose 
should be 25 paise subject to the 
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luaximum permissible legally. Where 
^he cess has been already imposed 
to the maximum, the Zilla Farishad 
and Panchayat Samiti should be 
prepared to eannark and pass on 
the cess along with the matching 
• grant to the Village Panchayat on 
demand being made by the selected 
Village Panchayat. Here also the 
minimum amount that needs to be 
earmarked should be 25 paise cess 
plus the matching grant. 

“The Village Panchayat may ap¬ 
point a part-time worker on Rs 25 
per month for doing the work under 
the scheme. He should be given 
an intensive short duration training 
for maintaining accounts, statistics 
and other details of employment by 
the District Employment Officer and 
the District Statistical Officer con¬ 
cerned. 

“The programme should be 
planned and approved by the Dis¬ 
trict Co-ordination Committee. Till 
the District Employment Officer is 
nominated on the District Co-ordi¬ 
nation Committee, he should be in¬ 
vited to attend each meeting of the 
. District Co-ordination Committei^. 
District Employment Officer or his 
nominee should also be invited to 
the meetings of the Block Co-ordi¬ 
nation Committee. A Soil Conser¬ 
vation Sub-division should be at¬ 
tached to the Panchayat Samiti 
where this scheme is operated. The 
Sub-division should handle work 
concerned with this scheme in addi¬ 
tion to its normal duty. This Sub¬ 
division is to make surveys, and pre¬ 
pare estimates* of works. 

“The administrative responsibility 
of the scheme should rest with the 
Block Development officer/Pancha- 
yat Samiti as in the case of the 
Integrated Area Development 
Scheme. 

“The scheme should be operated, 
as part of the Integrated Area De¬ 
velopment Scheme, to begin with in 
one selected village from each of 
the five small original Intemted 
Area Development Blocks for a 
period of 3 months on an experi¬ 
mental basis after the Village Pan- 
chayats concerned agree to abide 
bv the various conditions indicated 
above. Government has been 
pleased to sanction Rs 5,000 that is 
Rs 1,000 per village for this experi¬ 
mental scheme. 

“An amount of Rs 1 lakh should 
be earmarked by each of these five 
blocks for the scheme from its bud¬ 
geted amount during 1969-70. In 
addition. Government will give, as 
an- incentive to each block, an 
amount of Rs 50,000 per annum 
specifically for the scheme if the 
block justifies such an additional de¬ 
mand, having regard to the require¬ 
ment of expenditure and the em¬ 
ployment opportunities that need to 
be created in a particular village/ 
block. If this is approved, the Dis¬ 
trict Co-ordination Committee of 
the block concerned will be in a 
position to make ad hoc grants to 
individual village panchayats on the 
basis of their requirements and pro¬ 


grammes drawn for providing em¬ 
ployment from time to time subject 
to the availability of the funds ear¬ 
marked for this purpose. The money 
received from the District Co-ordi¬ 
nation Committee along with the 
cess and matching grant will be 
credited by tlic Village Panchayat 
to a separate account opened in 
the name of the scheme and this 
account should be operated jointly 
by the Block Development Officer 
and the Sarpancli of the Village 
Panchayat. Ways and means ad¬ 
vances iiplo Rs 100, to be adjusted 
within 3 months, may be allowed. 
Tht; money, it is needless to say, 
from this account, should be spent 
only for the purpose of the Pilot 
Employment Guarantee Scheme and 
not for any other piimoses by the 
Block IDevelopment Officer and the 
Sarpanch. If the Village Panchayat 
or the Panchayat Samiti requests the 
State Khadi and Village Industries 
Board to start Khadi centre, the 
District Co-ordination Committee 
may, at its discretion, make a grant- 
in-aid of a maximum of Rs 35,000 
to the said Board towards meeting 
capital expenditure on the scheme 
per block. This capital expenditure 
will be mainly for building and 
buying machinery and equipment. 

“Village Panchayats must pass a 
resolution to get cess imposed for 
taking up this scheme and submit 
tentative working plan for two 
years. The District Co-ordination 
Committee should also agree to the 
selection of the village and provi¬ 
sion of assistance expected from 
Intensive Area Development Scheme 
Budget. The scheme should be 
deemed to have commenced on 
completion of these pre-requisite 
conditioas.*'^ 

The scheme has been in operation in 
village Visapur of Tasgaon Block of 
Satara district and presumably in four 
villages of the other four blocks. Fur¬ 
ther progress of the scheme is not 
known. It is obvious that the guaran¬ 
tee of employment, to the unemployed 
who are willing to work, which the 
scheme envisages, will depend upon 
the continued concern and goodwill of 
many parties, most of all of the vil¬ 
lage community, its honest and effi¬ 
cient operation and above all on the 
availability of funds. We shall return 
to the operational feasibility of thi.s 
approach. 

The Government of Gujarat has pre¬ 
pared a similar scheme called 'Right to 
Work' scheme. Its puri)ose is to provide 
unskilled jobs to the unemployed 
workers on multi-purpose, major, me¬ 
dium and minor irrigation works, capi¬ 
tal projects, roads and soil conserva¬ 
tion works. Its particulars could not 
be obtained. However, presumably its 
operation is conceived not at the vil¬ 
lage level but at a higher level, in 


w'hich case, in its operation, it is likely 
to be quite different from the ‘Em- 
plo>Tncnt Guarantee Scheme' of the 
Government of Maharashtra. 

PoijcY IN THE Fourth Plan 

The Fourth Five-Year Plan (1969-74) 
takes note of the employment schemes 
in Maharashtra and Gujarat and "expe¬ 
rience gained in this field so far has 
been utilised in working out and launch¬ 
ing special programmes for small farm- 
eis with viable and non-viablc units of 
cultivation, agriciiltiiial and landless 
labour and nnal artisans, particularly 
in dry areas as well as in backward 
districts, the allocations on which have 
heen considerably stepped up”.® No 
more particulars an^ given. 

The Fourth I’lan recognises that “the 
typically non-viable small farmers fall 
basically into the same category as land¬ 
less labour” and that “for the large 
class of sub-marginal farmers, agricultu¬ 
ral labour and landless labour the re¬ 
medy lies in the provision of supple¬ 
mentary occupations and other employ¬ 
ment opportunities”. The following is 
proposed: “In the F’ourth Plan, efforts 
will be made to deal with the problem 
of sub-marginal cultivators and agricul¬ 
tural labourers by two sets of measures. 
The first set of measures has for its aim 
the generation of employment oriented 
activities.''* 

On the latter, the following appears: 
“Both occupations and employment 
have to be integrated into local plan¬ 
ning. ITiis IS sought to be done in a 
series of 40 projects located in diffe* 
rent districts all over the country. These 
projects would, as far as possible, be 
market-based (e g, centred round towns 
or other areas of demand) so that there 
is scope for development of employ¬ 
ment-oriented activities, such as poul¬ 
try and dairy farming. Stiess will be 
laid on using the funils for development 
of various marketing and processing fa¬ 
cilities with a view to giving organised 
support, preferably through co-operati¬ 
ves, to the activities of sub-marginal 
cultivators and agricultural labourers. 
Both in context and coverage, these pro¬ 
jects will of course be distinct from 
other projects designed for the poten¬ 
tially viable farmers although, geogra¬ 
phically, the areas ot operation of two 
sets of projects may coincide in appro¬ 
priate contexts. Where this happens, it 
may be possible to use the Small Far¬ 
mers' Development Agency (which is 
proposed to be set up in about 45 se¬ 
lected districts, primarily to assist small 
but potentially viable farmers) as the 
instrument for executing both the sche- 
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mes. In the other cases, a separate but 
analogous agency would have to be 
set up lor the purpnse/’^^^ 

What 1 elation all this progiamine of 
geiieiating “inaiket-based eniplovnient- 
ori<Mited activities" lias to the si/e ot 
the pioblem ol < inpIo>iii< iit ot the sub- 
marginal, iion-v i.ible cnlliv.itoi s and the 
landless agriciillma! laboiiieis, one does 
not know, Iloptinlly, (Ik' Pi.inning 
Cfimmission knows T'heie is no spe¬ 
cific mention ot a piogiamine ot lural 
uoiks. I'he only iiioposal indirectly 
connected is the following; "Apart fiom 
outlays included in the Plan, the Cen¬ 
tral Government annually provides 
about Rs 25 crores from the budget as 
grants to famine affected areas. Over 
the Fourtli Plan period, nearly Rs 100 
crores aie likely to be available from 
this sou ice. The bulk of this amount 
can be so deployed in the areas chro¬ 
nically affected by drought as to gene¬ 
rate considerable employment in the 
rural sector largely related to a pre¬ 
planned proguianme of rural v\orks. The 
individual schcMnes ol luial works thus 
drawn up should he integrated on the 
one hand with the general programmes 
ol agritiiltm.il development m the areas 
concerned and, on the other, with spe¬ 
cific progi ammes ol development for 
suh-mai ginal faimcis and agiicultural 
labour. All these arc aspects which re- 
(piiic considciablc atfeiition and advance 
planning if the icsulls obtained are to 
he eoniinensniat<; with the outlay both 
in tel ms of tlu' iiiral eini')lo\ ment gene¬ 
rated and the development achicved/’^i 

It IS obvious that the Planning (Joni- 
mission do<*s not find it possible, or in¬ 
deed necessary, to do an> thing more 
specific to assme garniiil einplosinent to 
all those who .lu' willing to woik on a 
ininiimiin wage. It seems tJiat the Fouith 
Plan will take in its stride the entire 
problem of unemploNinent. W'e must 
quote rather extensively to make clear 
the rather cavalier manner in which tlie 
Planning Coinniission has dismissed thia 
whole problem. The concluding sections 
of the chapter on Labour and Employ¬ 
ment lead as lollows: 

‘Tn a recent report on the World 
Kniplovineiit Programme, the Inter¬ 
national Labour Oiganisation has 
forcefully argued for the integration 
of <‘inpl(}yin<Mit creation to ectinomic 
development through the maximum 
possible productive use of available 
labour to accelerate economic growth 
and more particularly, to substitute 
labour for scarce capital where this 
is economically feasible. The Inter¬ 
national Labour Organisation has 
suggested that this could be attain¬ 
ed through a strategy of develop¬ 
ment involving c'omprehensive pro¬ 


gramme of rural development, labour 
intensive public works programmes 
and fuller utilisation of industrial 
c.q>acil>', pioinotioii of labour inten- 
sivi- indiistrial products for domestic 
and loriMgn mark<*ts and application 
ot economically sound labour inten¬ 
sive tcclinif|ues in industiial produc- 
lion. . . . 

“The sfiafcgy of development cn- 
visagctl HI the Fourth Five-Year 
Plan IS Ill broad conlorrnity with 
whal has bcni indicated above. The 
emphasis on labour intensive pro¬ 
gi amines through development of ag- 
liculline, rural infrastructure in- 
iliidmg comirninieation and trans¬ 
port links, lural electrification, water 
management, inrul industries, decen¬ 
tralisation and dispersal of industrial 
investments, rural and uibaii hous¬ 
ing in the investment programmes is 
in line with this strategy. . . 

"The increasing tempo of agricul¬ 
tural development in the Fourth 
Plan is expected to create new em¬ 
ployment opportmiities on a large 
scale m the rural aieas and also pro¬ 
vide fuller employment to tliose who 
are alieady engaged in agriculture... 
Ill addition to the objective of tnaxi- 
mising agricultiiial production, the 
k'ourtb Plan aims at enabling a large 
section of the niral population in¬ 
cluding the weak'^r sections such as 
sanall cultivators and landless labour- 
cis to paiticipate in devclopinent and 
shaic its benefits. The special pro¬ 
grammes foimiilatcd for siib-maigi- 
n.il faiincis anil for drv 1 aiming in 
whuli stress will he laid on miproy- 
i‘d laim technology envisages .a sig¬ 
nificant expansion in employment up- 
poifiimtics b>’ WM\ of both fuller em- 
Iilnxmcnt anti new avenues of cm- 
plovment The rin.al works pro- 
grammi s piopo^.cd to be undei taken 
m 10 chionically dronght-pione dis¬ 
tricts m (lilferiMit States lor W'hich an 
imtlav ol Us 100 crori's is contem- 
pl.itcd IS expected to provide nnem- 
ploxiiK'iit iclul in sutb ari'as. [In- 
cKlrntallx', w(' might note tlui confu¬ 
sion. A seiK's of 40 projects located 
m dilleri'nt distiicts is iiuaitioncd in 
connection with the ‘generation ol 
maj kit-based, emplovment-orientcd 
.ictivitics siiih as poultry and daily 
fanning’ from which iircsiimahly the 
suh-marginal larniers and landless 
labourers will benefit. An outlay of Rs 
100 crores is mentioned in connection 
with the Central Covernnienl’s nor¬ 
mal provision for the famine afiecteil 
areas. The two sets of areas and tfie 
iclevant piogiamines cannot he the 
same. But, again, who know's^J. 7’Jie 
incieasing emphasis on nrogianimtis 
of soil conservation and waste land 
reclaiTiation aie also expected to eon- 
tribute more employment opportuni¬ 
ties to agricultural labour. The ex¬ 
pansion of daily and milk supply 
schemes and (he develoi^inent of in¬ 
land and marine fisheries are expect¬ 
ed to generate employment avenues 
for various categories of skilled, 
and unskilled personnel. 

"Considerable emphasis is placed 
in the Fourth Plan on the develop¬ 
ment of major, medium and minor 


irrigation schemes and flood control, 
which are expected to provide^ in¬ 
creasing employment opportunities 
apart from under-employment relief 
in the rural areas. Small farmers are 
likely to benefit particularly from 
the imigrammes of minor irrigation. 
Allied to the irrigation schemes are 
l^rogi ammes of flood control, drain¬ 
age and anti-waterlogging which in-' 
volvc substantial construction activi¬ 
ties providing extensive employment 
opportunities to skilled and semi¬ 
skilled woikcis apait irom civil en 
gineers and other highly trained 
technical personnel. * 

“A substantial volume of construc¬ 
tion activities is inherent in the va¬ 
rious schemes relating to gimeration, 
tiaiismission and dish ibiition ol elcc- 
tiicity, and lural electrification which 
WMiuld open employment avenues loi 
various categories of personnel, in¬ 
cluding semi-skilled and unskilled 
workeis. . . The rapid expansion in 
the rinal electrification programme 
is expected to give an impetus to the 
development of small industries lead¬ 
ing to generation of considerably ru¬ 
ral employment. 

“Non-fann employment is expect¬ 
ed to grow' at a last rate during the 
Fomth Plan. The accelerated growth 
of oiganised mining anil manufactur¬ 
ing, the eneoiiragement of ancillary 
and small industiies, continued assist¬ 
ance to village and household indus¬ 
tries. grealer provision for rural 
eleitrification and loi w'idespread de¬ 
velopment of rei^air and maintenance 
servlees, the rising ^evel ot construc¬ 
tion activity, the increased provision 
for building the infrastructure of 
corimiunications, transport and power 
and expansion ot tiaining facilities, 
will all contribute to larger opportu¬ 
nities for diiect employment includ¬ 
ing self-employment. Organised in- 
dustiies and mining are likely to 
olfi'r large job openings to engineers, 
technicians, skilled, semi-skilled and 
unskilled workers. The programmes 
of khadi and village industries arc 
i xiiectcd to gi'neiate a substantial 
volume of. employment, the bulk of 
which will he part-time and mostly 
benefiting women. Tbc develop¬ 
ment programmes for small-scale in¬ 
dustries is expected to piovide em¬ 
ployment opportunities on a full-time 
basis and on a large scale. . . 

"Under the' transport sector, most 
of the schemes particularly under 
railways and roads are highly labour 
niteiisive. . . The expansion pro¬ 
grammes of the existing ports and 
the construction of satellite ports and 
various developments under inland 
water transport and shipping and 
improvement of international airi>orts 
at Bombay, Calcutta, Delhi and 
Madras are likely to provide job op¬ 
portunities for various categories of 
xx'orkers particularly the technically 
trained per.sons and semi-skilled ana 
unskilled labourers. Under the com¬ 
munication sector, large scale expan¬ 
sion IS envisaged by way of extend¬ 
ing telephone connections... and 
establishment of 31,000 new post- 
offices during the Fourth Plan period 
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which has considerable potentialities 
jfor employment. The extensive deve- 
* lopment programmes for promoting 
tourism in the country is expected to 
provide a large number of employ¬ 
ment openings in hotels, transport 
. and ^jther tourist services. 

“The expansion programmes in the 
field of general and technical educa¬ 
tion are expected to absorb a large 
number of trained teaching person- 
Tie), instructors, inspecting and other 
office staff. The setting up of new 
educational institutions and the ex¬ 
tension of existing ones would in¬ 
crease the tempo of construction ac¬ 
tivity in school and college buildings, 
laboratories, hostels and staff quar¬ 
ters. Similarly the health and fami- 
Iv planning programmes arc (ixpect- 
ed to provide large employment ave¬ 
nues for medical and para-medical 
ficrsonnel and othei eah^gories of ad¬ 
min islrativt* personnel. Under hous¬ 
ing, various’ programmes aie envisag- 
f*(l ineliiding a revolving fund of Rs 
200 eioK's, which is expected to 
create large employment in eonstiuc- 
tion activities. 

“The lir-nds in the einploym<‘nt 
* growth in the organised sector, du¬ 
ring the past-decadc, reveal that the 
rate of employimmt growth has been 
maximum in the tertiary sector of 
trade and commerce, transport, stor¬ 
age and communications, and servi¬ 
ces. This sector is expected to grow 
at a faster rate in the coming ycais. 

. . . The principal means of enlarging 
employment opportunities is to get 
the economy move as fast as possible 
with the m.iximum dispersal of pro¬ 
ductive activity throughout the 
country 

Thus, it seems, the several develop¬ 
ment programmes which will be under¬ 
taken in the Fourth Plan and the eco¬ 
nomic^ activity which such investment 
will generate will create, on a large 
scale, jobs of everv conceivable descrip¬ 
tion so that there wall be no need of an 
additional works programme as was 
thought necessary in the Third Plan or 
even In the earlier Draft of the Fourth 
Plan (August 1966). There will be no 
need to ‘Guarantee Employment' as the 
Government of Maharashtra evidently 
thinks it necessary to do or to recognise 
the ‘Right to Work' as the Government 
of Gujarat apparently thinks it proper 
to do. The Fourth Plan aims at “get¬ 
ting the economy move as ^ast as pos¬ 
sible with the maximum dispersal of 
productive activity throughout the 
country" and that will take care of un¬ 
employment or under-employment where- 
ever and in whatever form and size it 
may exist. 

New Appboach to Employment 

Did this happen in the previous 
plans, say the Third Plan? Or is it 
that the Fourth Plan in its conception, 
size, and composition of investment is 


fundamentally quite diflFerent? As we 
have seen, the net per capita domestic 
expenditure during the Fourth Plan 
will be about 4 or 5 per cent higher 
than what it was during the Third Plan 
period. Net domestic capital formition 
during the Third Plan period constitut¬ 
ed between 11.0 and 13.0 p4‘r cent of 
the net domestic expenditure. In *^he 
Fourth Plan period also it will consti¬ 
tute about the same pioportion (about 
10.0 per cent in 1968-69 and 13 0 per 
cent in 1973-74). Thus, per capita net 
domestic investment during the Fourlh 
Plan period will he only about 5 imt cent 
higher than what it was during the 
Tluid Plan peiiod. As we have seen, 
the cornpnsilinn of this inveslinent i5 
also not different from that in the 
Third PlaTi; hence it is unlikely to he 
more labour-intensive, 3’hc previous 
Planning Commission believed that the 
new emplov merit created during the 
Plan iieiiod hardy met the ne^^^ds of the 
additions to the labour force and hencL 
that the backlog of unemployment and 
undcr-einployiiH’nt remained untouched 
or cvf‘n grew over the period As wc 
have mentioned, in the earlier Draft of 
the Fourth Plan (1966), it was estimat¬ 
ed that there would he a gap of 4 mil¬ 
lion or more between the net addition 
to the labour force and the additional 
employment likely to he generated in 
the Fourth Plan period and that there¬ 
fore this would he a net addition to the 
backlog of nncrnploynuMit and under- 
('mployment. What then is new in the 
Fourth Plan as it has (‘merged wliieh 
makes it so different in its emplo>inenl 
potential? The Planning Camimission 
has the following e.xplanation to offer : 

“In the past, the Plannhig Com¬ 
mission used to pre.sciit estimates* of 
the backlog of unemployment at the 
beginning of the Plan, of the ('sti- 
mated increase in the labour force 
during the the Plan pt'riod and of 
additional crnploy'incMit likely to he 
created thimigh implerrn'utation of 
the Plans formulated. In view of 
the considi'iahle divergence of opi¬ 
nion regarding the appropriate defi¬ 
nitions of and suitable yardsticks for 
meastrring nnemplovment and under¬ 
employment worked out on the basis 
of various sources .such as the Ci’n- 
sus, the National Sample Sinvc'v and 
the Eiirploymcmt Exchange data, it 
w.rs felt that the various asp(‘ets 
needed a closer scnitiny. Aec'ording- 
ly, the Planning Commission set ufi 
in August 1968 a Comrnittc'o of Ex¬ 
perts to inciuiie into the estimates of 
unemployment worked out for thcr 
previous Plans arrd tire data and me¬ 
thodology used in arriving at them 
and to advise the Planning Com¬ 
mission on the various connected is¬ 
sues. The Committee has submitted 
its main conclusions and reconrmrai- 
dations pending the finalisation of 


the report. 

“In the opinion of the Committee, 
the data available to the Planning 
Commission for estimating unemploy¬ 
ment and under-employment in the 
past have not been adequate and 
that the conclusions based on them 
were, therefore, unavoidably subject 
to an unknown margin uf error. 
Many of thi? limitations of the esti¬ 
mates of labour force, (Miinloyment 
and rrnemplox'ment are inherent in 
the socio-erononitc conditions of our 
enuntrv and camrot Ix' wholly over¬ 
come by the conceptual refinements or 
imnrovenients in the ter-linfpue of es¬ 
timation. Wlu'le appreciating the de¬ 
sire on the part of general public 
for nrecise estimates on such vital 
prohtems as emnlovmcnt and un- 
emnlovnient, the Committee has ob¬ 
served that in the nature of our 
socio-ecnnoniic sifnation sirch yjre- 
eision is not possible. , . In an econo- 
mv like this, there is verv little open 
or outright irnemployment throughnul 
th(» vear, hut there would he consi- 
dcr ihlr* rsonal irnemployment or 
iindcr-cmnlovment. The nuestion of 
the extent of iinder-emnhwment is 
ifirnortant hirt its measurement sole¬ 
ly in fenns of man-vears is inannro- 
priafe heearise the iircorne levels of 
iindrr-enmlovod, the nature of the 
.additional work desired ])v them and 
the tenns on which thra’r labour will, 
in fact, he avaihdde are all relevant 
asiYCf ts the problem. 

“As regards estimation of employ¬ 
ment potential generated drrring a 
Plan neriod, the Committee has ob¬ 
served that rejinhle data are neres- 
sarv on additional emnloviTKait ])er 
unit of investment and/or increase in 
orrtmit in different sectors for m rk'ng 
such estimates. The relevant ratios 
not onlv differ from indnstrv to fn- 
dirsfrv hut are seldom the same at 
the margin as on the average for the 
same indrrstrv Changes in teehnolo- 
gv and organisation also necessitate 
changes in the coeffieients. . . Srieh 
studies could perhaps he done 
through fprinquennial sanrple siir- 
ve\'s which would heln to throw 
light on the trends in lalxurr market 
and make possible dependable jrro- 
leciions' of the trends in emnlovmr'nt 
and finemnlnvment in the futrrre. 

“In the light of the above, the 
Coininiltee has ohs(‘rve(l that the 
estimates of lahnrrr force, additional 
(iiipknment gemmated and unem¬ 
ployment at the beginning or end 
of a Plan neiiod, presented in otre 
dimensional magnitude are neither 
nte.uringful nor uscftrl as indicators 
of th(' economic sitrration aird that 
the method adcapted by the Plan¬ 
ning Commission so far might he 
given up. . . In view of the Com¬ 
mittee’s recommendations no attempt 
has been made in this document to 
present data on the lines followed in 
previous Plan."** 

Thus we have no estimates of the 
backlog of unemployment at tfie begin¬ 
ning of the Fourth Plan, no estimates 
of the increase in the labour force du¬ 
ring the Plan period and no estimates 
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of additional employment likely to be 
created through implementation of llie 
Fourth Plan as formulated. Neverthe¬ 
less, we must believe that the Plan v.'ill 
create, on a large scale, Jobs of every 
conceivable description so that there 
will be a Job for everybody and accept 
the Planning Commission's decision not 
to provide for an additional rural works 
progiammo which may guarantee a 
type of employment for all those who 
need it. In short, the problean of em- 
ploynn'iit does not exist bc^cause no pie- 
cise estimates of prevailing nnemploy- 
m< lit or under employment or of em¬ 
ployment likely to be cieated by a iiro- 
giamme of in\t*stment arc available or 
ind<^ed can be made meaningfully. This 
sounds more like a judgment coming 
from a eouit of law' than from a body 
of exiierts entrusted with the task of 
assessing the economic situation and 
formulating remedial action. 

Dimensions of UNDEn-EMPEOvMENr 

If, as the Corninitteci has obseived, 
under-employment, rather than open 
unemployment thioughout the y<^ar, is 
the dominant phenomenon and it in¬ 
come of the under-employed is a lele- 
vant aspect in its measurement, there is 
enough evidenet; in the data on con¬ 
sumer expenditure to enahle us to ob¬ 
tain a rough measure of the extent of 
under-employment in the countiy. We 
have earlier (Table 3.0) given an esti- 
matetl distrihiitioii of the luial and ur¬ 
ban (oiisumer expenditure in 1963-69. 
We have also suggested that an animal 
per capita consumer (‘xpenditure of Rs 
324 in rural area and Rs 486 in urban 
area (at 1968-69 pi ices) should he re¬ 
garded th<j nationally desiiahle mini¬ 
mum. We have also noted that rough¬ 
ly 40 per cent of the lural population 
and 50 per cent of urban i^opulation 
fall below these levels. What can be 
the reasons for this except the fact that 
working members of this population are 
under-employed? Even if we accept 
the suggestion of the Planning Commis¬ 
sion that the poori*st 10 per cent pro¬ 
bably represent a case of too many de¬ 
pendants per working intwber and that 
therefore the problem of poverty there 
must be dealt with mainly by social 
assistance rather than by provision of 
additional employm<*nt, the poverty of 
at least 30 per cent of the rural popu¬ 
lation must be attributed to lack of 
adequate e*mployment for its working 
members. 

The accc'ptaiice of a national norm 
of a minimum desirable level of per ca¬ 
pita consumer expenditure automatical¬ 
ly gives us a national norm of adequate 


level of employment in terms of eani« 
ings. Let us consider the rural popu¬ 
lation. As we have suggested the na¬ 
tional norm of minimum per capita ru¬ 
ral consumer expenditure should be Rs 
324 per annum at 1968-69 prices. It 
follows that if all its working members 
are adequately employed, the population 
should have the minimum consumption. 
As we are considering the poorest po¬ 
pulation, we may suppose that all the 
adult male and female members of ages 
15-59 are working members; if all of 
them work full time, they should be 
able to earn the minimum living for 
the whole population. According to the 
population projections for 1971,'* 27.0 
per cent of the rural population con¬ 
sists of adult males and 25.0 per cent 
of adult females. If we reckon the 
working and earning capacity of a fe¬ 
male worker at two-thirds of that of 
the male worker, we have, for every 
100 rural population, 44.7 equivalent 
male workers. They must earn, during 
the course of a year, Rs 32,400 to en¬ 
ahle the rural population to have the 
ininimum living. This requires that an 
adult male worker should earn Rs 72.5 
I)er annum while an adult female 
worker should earn two-thirds of this 
amount, namely Rs 484 per annum. 
Suppose that the workers work for 300 
days of the year, this gives a daily wage 
of Rs 2.40 for the male worker and Rs 
1.60 for the female worker. Consider¬ 
ing the present levels of rural wages, 
these appear entirely reasonable. We 
thus get an independent verification of 
the ininimum level of consumer expen¬ 
diture we have suggested and a sup¬ 
port for the contention that an adequate 
level of employment must be defined in 
terms of its capacity to provide mini¬ 
mum living to the population. 

Hence, if we agree that, for at least 
30 per cent of the rural population, the 
reason for their living below the mini¬ 
mum is lack of adequate employment, 
we may immediately proceed to obtain 
a measure of their under-employment in 
terms of additional employment that 
will be needed to enable this popula¬ 
tion to secure the minimum living. 

A reference to Table 3.0 shows that 
the estimated per capita annual con¬ 
sumer expenditure of the 30 per cent 
rural poor living below the minimum 
in 1968-69 (excluding the 10 per cent 
poorest) divided into three teettonf of 
10 per cent each is Rs 215.0, Rs 260.8 
and Rs 304.3 respectively. Hence, to 
bring them all up to the level of Rs 
324.0 will require an average addition 
of Rs 64.0 to their consumer expendi¬ 
ture. The estimated population on 


March 1, 1960, that is at the begin¬ 

ning of the Fourth Plan, was 532.7 
million with an estimated 80.4 per cent 
rural. This puts the estimate of the ru¬ 
ral population at 428.3 million, 30 per 
cent of which gives about 128.5 mih 
lion people. It is the consumer expen¬ 
diture of these people which will liave 
to be raised by Rs 64 per capita per 
annum which amoimts to a total of Rs 
822.4 crores. If this is to be done by 
providing additional employment, Rs 
822.4 crores becomes the measure^of the 
rural unemployment or under-employ¬ 
ment prevailing at the beginning of 
the Fourth Plan. 

We may neglect the poorest 10 per 
cent of the rural population on grounds 
that the poverty there may have to bo 
relieved by means of social assistance 
rather than by providing additional 
employment. Wc may also ignore the 
problem of urban poverty because, as 
we have said, urban poverty is mainly 
an overflow of the rural poverty so 
that if the problem is tackled in the 
rural area, the situation in urban area 
would duly improve. Rs 822.4 crores 
worth of employment thus constitutes 
the minimum additional needed in the 
rural area. 

This then is the size of the problem. 
If the Planning Commission does not 
desire to look at it, there are good 
reasons for this. Indeed, the size of 
the problem itself is a good reason for 
not wanting to look at it or even to 
know what it is. But lack of data and 
estimates cannot be the reason. About 
Rs 800 crores worth of additional em¬ 
ployment has to be created annually 
to enable the rural population, leaving 
out the ten per cent poorest, to secure 
a level of living which is 25 per cent 
below what the Planning Commission 
has accepted as the nationally desirable 
minimiun. This is a measure of the 
backlog of unemployment and under¬ 
employment at the beginning of the 
Fourth Plan. No greater precision is 
needed if anybody wants to do any¬ 
thing about it 

Is There Work Enough? 

What can be done to this problem 
if somebody means to do something 
about it? We have earlier said that 
there are three relevant questions to 
ask: Firstly, is there enough work to 
provide additional employment of this 
order? Secondly, how may a pro¬ 
gramme of this size be organised? 
Thirdly, who will pay for it? We shall 
examine the three questions in that 
order. 

The nature of the works appropriate 
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for such a programme has been broad¬ 
ly indicated in the Third Plan and fn 
the earlier Draft of the Fourth Plan 
(1966) as also in the 'Employment 
Guarantee’ scheme of the Government 
of Maharashtra and the 'Right to 
Work’ scheme of the Government of 
Gujarat. Essentially the works should 
be such as would provide employment 
to a large number of unskilled workers. 
In fact, one may say that at least 75 
per cent of the project expenditure 
should go into payment of wages to 
unskilled labour. Otherwise, the pro¬ 
gramme may put a strain on other re¬ 
sources which are scarce. This is parti¬ 
cularly true of such material resources 
as cement and steel. Several types of 
works fall in this category as, for in¬ 
stance, road construction, soil conser¬ 
vation, minor and medium irrigation, 
afforestation, etc. Long lists of such 
works are lying in all block develop¬ 
ment offices. There can be no doubt 
therefore that there will be enough 
work to provide employment to all 
those who need this type of employ¬ 
ment. The Expert Committee of the 
Planning Commission, to which a refe¬ 
rence has been made, has raised the 
question as to the nature of work 
which the under-employed may desire. 
It i.s possible tliat all the unemployed 
or under-employed may not he willing 
to be employed on such works. At the 
same time, some of them may bo willing 
to accept full time regular employment 
on such works. To that extent, they 
will relieve under-employment of the 
others. This is a cjucial point, to 
which we shall return, namely that not 
everybody under-employed in agricul¬ 
ture today has to bo employed in the 
works programme; only some have to 
be fully employed on the works pro¬ 
gramme in order that others may find 
adequate emplo 3 anent in agriculture. 
For instance, we have based our esti¬ 
mate of under-employment on a desir¬ 
ed minimum consumer expenditure of 
Rs 324 per capita per annum and found 
that the present consumer expenditure 
of the 30 per cent rural poor living 
below this minimum (excluding the 10 
per cent poorest) will have to be sup¬ 
plemented by Rs 64 on an average*. 
In other words, the present level of 
consumer expenditure of the people 
concerned is about 20 per cent below 
the desired minimum. It follows that 
if only about one-fifth of those under¬ 
employed can be given full time regu¬ 
lar employment on the additional 
works programme, they will relieve the 
under-employment among the rest. As 
we shall later emphasise, the additional 


works programme should be viewed in 
this manner. Nevertheless, it is pos¬ 
sible that some of the under-employed 
and hence under-fed might choose to 
remain so rather than accept the type 
of employment offered. Their problem 
must wait until further sophistication 
can be innovated into the works pro¬ 
gramme in order to provide employ¬ 
ment to their liking. There are others, 
we are told, who would just not work 
even for a better living. It is said that 
these people place a greater value on 
leisure than on food even while they 
are under-fed. If such people exist at all, 
hopefully they may change their value 
system. But, until they do, we should 
not grudge their enjoying so free a com¬ 
modity as leisure. 

Let us now turn to the question of 
organisation which will also help make 
clear tlie nature of the works pro¬ 
gramme. 

Organisation of the Works 
Programme 

We have earlier mentioned that in 
the proposals as they originally appear¬ 
ed in the Third Plan, there was a mix¬ 
ture of two rather different organisa¬ 
tional or operational concepts of the 
works programme: One at the local or 
village level, the other at the block, the 
district or a higher level. In the pro¬ 
posals as they appeared in the earlier 
Draft of the Fourth Plan (1966), the 
ideas on the subject were not sorted 
out any better but, it seems, dealing 
with the problem at the local or village 
level was clearly preferred and empha¬ 
sised. The organisational implications 
of this approach are clearly worked out 
in the 'Employment Guarantee Scheme* 
of the Government of Maharashtra. A 
careful reading of this scheme, which 
we have deliberately quoted rather in 
full, and a little contemplation by any¬ 
one familiar with problems, administra¬ 
tive and political, of getting works 
executed through Village Panchayats, 
will make clear that a really large 
programme of additional employment 
cannot be so organised. There are se¬ 
veral reasons for this the most important 
of which is that useful productive work 
cannot be found near everybody s 
home. Small works employing not 
more than say half a dozen unskilled 
workers at a time cannot also be effi¬ 
ciently and economically executed. Ad¬ 
ministrative and financial rigidities, 
clearly evident in the Maharashtra 
scheme, though necessary to prevent 
wasteful expenditure when works are 
executed in so decentralised a maimer, 
also make it impossible to m a int ai n a 


flow of works whenever and wherever 
they are needed. Finally, welfare of 
the poor cannot be entrusted to the 
local communities for the simple rea¬ 
son that, because of their long acquain¬ 
tance with poverty at close quarters, 
they have developed a certain amount 
of callousness or hardened conscience 
towards poverty. In short, a really 
large programme of additional em¬ 
ployment cannot be thus organised. 

This is patently obvious. Neverthe¬ 
less, this approach has persisted in 
whatever thinking has been done on 
this subject. There are two principal 
reasons for this. Firstly, there is tno 
natural and understandable reluctance 
on the part of the government and 
policy-makers to accept open and or¬ 
ganised responsibility of a problem 
which might turn out to be bigger than 
one wished it to be. This is a senous 
point and we shall soon return to it. 
The second reason is the peculiar for¬ 
mulation of the problem which has 
come to be accepted. As the Expert 
Committee of the Planning Commis¬ 
sion points out, there is very little open 
or outright unemployment throughout 
the ytiar but there is considerable sea¬ 
sonal unemployment or under-employ- 
incnt. This is well taken. Indeed, 
this should be obvious from the ex¬ 
tremely unorganised nature of rural 
employment whereby whatever work i.s 
available is shared out haphazardly 
among all those who need it so that 
no one is openly unemployed through¬ 
out the year but every one is under¬ 
employed. However, it is supposed to 
follow from tliis that the additional 
works programme should be made to 
fit into tliis pattern, that the additional 
employment to be provided should be 
seasonal and near the homes of every¬ 
body so that It may leave tlic existing 
pattern of ruial employment undisturb¬ 
ed. This is an error of analysis. 

To begin with, it is necessary to re¬ 
cognise that the seasonality of agricul¬ 
tural employmtait does not affect all 
classes of tlie rural population alike. 
In the first place, there is a small class 
of cultivators who have large enough 
landholdings to keep tliem busy 
throughout the year. These cultivators 
are in fact over-worked during the peak 
season and have to call in hired labour 
to help them. Even during the slack 
season, they have many things to do 
in preparation of the next season and 
they rarely get a respite fibm the 
rigours of the agricultural cycle. There 
is another sizeable class of cultivators 
with holdings not quite so large but 
nevertheless adequate to keep them 
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busy more or throughout the year. 
They may be somewhat under-em¬ 
ployed or even unemployed for short 
periods during the slack season. The 
brief respite is, however, more in the 
nature of an earned leave than unem¬ 
ployment and the persons concerned 
are inclined to treat it that way. They 
have many social calls such as marriage 
functions and local festivals to attend 
and they are Inisy though not gainfully 
employed. Wo need not grudge them 
this brief respite from work; in any 
(Mse, they are usually not available for 
wage-employment. The additional 
works programme is not concerned 
with these two classes of the rural popu¬ 
lation. 

Next comes the class of cultivators 
with holdings inadequate to keep them 
properly employed and particularly 
with uneconomic holdings which do 
not fetch them even the minimum de¬ 
sirable income. Their holdings arc 
adequate probably to keep busy only 
during the peak periods. During the 
rest of the year, they are more or less 
under-employed. I'hc under-employ¬ 
ment would of course be more acute 
during the slack season when they may 
be even completely unemployed for 
short periods. But there is not neces- 
saiily one slack season during the year 
and it would be found that the un- 
emploj menl ut under-employment of 
this class is not quite confined to one 
or tw'O periods of any length; it is 
rather dispersed and appears inter¬ 
mittently in brief spells. In fact, in 
spite of the shortage of employment 
from which they suffer, these persons 
would rarely be found to have been 
unemployetl continuously over, say, a 
wei*k. There is always some work to 
do off and on when you own a land- 
holding but in between there is little 
to do. It is this aspect of agricultural 
employment rather than its seasonal 
nature which affects this class; and the 
reason for their unemployment or 
under-employment is not so much the 
seasonal nature of agricultural employ¬ 
ment as the inadequacy of their land- 
holdings. 

The same is true, and even more 
acutely, of the landless labourers. They 
are adequately employed only during 
the peak agricultural season when 
enough wage-employment is available 
in agriculture. Agricultural mechanisa¬ 
tion now in progress will greatly affect 
them and soon there may be less em¬ 
ployment available to the landless 
labourers during even the peak season. 
During the rest of the year they are 
under-employed. During the slack 


seasons, they may be unemployed con¬ 
tinuously lor brief periods of, say, one 
or two vM'cks. Over the rest of the 
><:ai, they are intermittently employed 
and uneinploved. 

It is tlie.se two classes of the rural 
population with whicli we are present¬ 
ly conceinrd. At present this popula¬ 
tion IS ciiiployt’d partly on owned land, 
jiaitly in w agc-cniploymcnt on other 
farms, and paitly in wage-employment 
in non-agiicultinal occupations or on 
public woiks. Except for the small 
landholdings which some of them 
have, this population has no dependable 
mcrnis of livelihood. Therefore, it 
there is no owned land to work on, 
or when thcic is no work to do on 
the small owiK'd holdings, the popula¬ 
tion seeks work wherever it might be 
available. In peak periods, when 
agiicultiirc lequires much labour, and 
off and on throughout the year, a cer¬ 
tain amount of work is available in 
agriculture. That is what this popula¬ 
tion ehic'lly subsists on. When this is 
not availalde, it seeks work elsewhere. 
When nothing is available, the popula¬ 
tion remains unemployed. The chief 
chaiactcristic of this population is not 
that it is acutely unemployed or under¬ 
employed dining the slack agricultural 
season but that it is employed irregu¬ 
larly and inadequately and unemployed 
intleimittently throughout the year. 
The reason for this is not so much tlie 
so.isonal nature of agricultural employ 
nu-nl but the inadequacy of the means 
at the (Ii.sposal of this population. In 
the fiist instance, there is not enough 
laud available to this population to em¬ 
ploy itself upon. Secondly, there is 
not available in sufficient measure 
regular and dependable employment 
either in industry or in public works 
which would induce and enable a part 
ol this population to gradually with¬ 
draw from agiieullure. Under these 
circumstances, and because nothing 
else is dependable, everyone tries to 
secure whatever work is available and 
the total quantum is shared out hapha¬ 
zardly. 

Of all the employment that is avail¬ 
able to this class of population, the 
one in agriculture, namely self-em¬ 
ployment on owned land, is the most 
dependable. It might be seasonal; it 
might be irregular; it might be inade- 
ipiate if the holding is too small; the 
returns from it might be uncertain and 
subjects to the hazards of the monsoon; 
but the employment is secure and de«> 
pendable. So everyone holds on to the 
land, however small the holding may 
be; and those who have dodo^ dedf» 


to own some. These facts of the situa¬ 
tion have affected the thinking eyen 
among the policy makers and are the 
basis of the recurring proposals to re¬ 
habilitate the landless on land, however 
small the holdings it may be possible 
to give to each one. It is not surpris¬ 
ing therefore that even the very small 
landholders would want to hold on to 
their inadequate holdings; because 
however small a holding may be, it 
gives its owner something dependable 
to work on. * 

The other source of employment 
available to this population is wage- 
employment in agriculture. This is 
not quite as secure but it is, neverthe¬ 
less, dependable. In peak periods, 
agriculture requires much labour and 
the family labour of the cultivators is 
not enough. There are also a few 
large farmers who need hired labour 
more or less throughout the year. There 
arc besides some farmers who nee'd an 
additional hand for ploughing or who 
need an additional hand for irrigation. 
Then there are emergencies in the 
families of the cultivators and some¬ 
one needs a helping hand for a while. 
If one is on the spot, one knows when 
and where a hand is needed; and if 
one is willing, one is usually called in. 
So, that is dependable. It is also close 
to the persons concerned and it requires 
skills with which they are familiar. 
Hence tliey hang on and compete for 
whatever wage-employment is available 
in agriculture. 

To sum up, agricultural employment 
on owned holdings and wage-employ¬ 
ment on other farms provide the base 
for the present employment of the 
population with which we are con¬ 
cerned. Practically everyone of this 
clas.s desires to make agricultural em¬ 
ployment as the base and tries to look 
out for additional employment either in 
non-agricultural occupations or on pub¬ 
lic works. Everyone retains a strong 
preference for agricultural employment 
and, tlierefore, rarely gets committed to 
other forms of employment so far as 
it may require his giving up his tiny 
landholding or wage-employment in 
agriculture that is available intermit¬ 
tently; because nothing else is quite as 
dependable. 

It is this behaviourial pattern of the 
rural poor which is relevant to the ad¬ 
ditional works programme. If it Is in¬ 
tended to create additional employment 
so as to fit into this pattern, it is ob¬ 
vious that it must be created dose to 
the homes of the persons oonoemed and 
that it should be available to them as 
and when they need it. In other words* 
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the rural works programme should he 
planned at the local or the village level. 
Also, in order that the works pro¬ 
gramme may leave the pattern of other 
employment undisturbed, the wages to 
be paid on such works should be some- 
yvhat below the normal wage. This is 
what is usually suggested as in the 
‘Employment Guarantee* scheme of tic 
Government of Maharashtra. For tlie 
same reason, the employment to be 
provided on such works should not be 
dependable. As mentioned above, the 
present behavioiirial pattern of the 
poor is conditioned by the fact that 
they have nothing dependable except 
whatever employment they can secure 
in agriculture. Tliat explains their 
strong attachment to agricultural em¬ 
ployment. To leave the things un¬ 
changed in this respect, it would be 
desirable not to create a feeling ot 
security and depcndaliility in the 
works programme. An cfff)rt should of 
course be made to providi* work as 
apd when ne<Hled, but there could be 
no question of guaranteci in this mat¬ 
ter. Hence, even in th(’ scheme pre¬ 
pared by the Government of Mahara¬ 
shtra, though it is called the ‘Employ¬ 
ment Guarantee' schemf*, the availabi¬ 
lity of cmploymc'Tit is made subject to 
the Village Panchayat and other con¬ 
cerned authorities satisfying certain 
conditions which are called pre-rc(ini- 
sites, and subject to availability of suit¬ 
able work within three miles of tla? 
village area and above all subject tf) 
the availability of funds. A woiks 
programme thus concc-ivcd may provide; 
some addit](mal employment to tbo^e 
who need it but would h'ave the exist¬ 
ing structure of lural employ nient 
otherwise undisturbed. 

These appear broadly to be the con¬ 
siderations underlying the concept of 
the rural works piogranmie as was 
proposed in the earlier Diafl of tlu* 
Fourth Plan (lf)66) and as it is lonnu- 
lated in the ‘Employment Guaiantee’ 
scheme in Maharashtia. 

But there is no icason why we should 
take the existing pattern of rural em¬ 
ployment for granted or \\hy 've should 
want to leav<; it undisturbed. In fact 
it is not only desirable but imperative 
to reorganise and lationalise, this pat¬ 
tern if the rural manpower is to be 
mobilised for efficient and i^roduetiv(i 
utilisation. This is not impossible to 
do. As we have seen, the existing pat¬ 
tern of employment of the rural 
poor is based on inadequate agricultu¬ 
ral employment where everyone clings 
to an inadequate and uneconomic land- 
holding which one might have, tries 
to secure a landholding howsoever 
small if one has none, and where 


everyone competes haphazardly for 
whatever wage-employment might be 
available in agriculture. This is out of 
helplessness rather than by choice; be¬ 
cause there is nothing else dependable. 
Therefore, if to this is added another 
source of not very secure or depend¬ 
able employment, as employment on 
the local and seasonal works, it might 
add somewhat to the total quantum of 
employment but would do little to re¬ 
organise or rationalise the pattern of 
rural employment. Everyone would 
still want a bit of land; everyone would 
still compete; for the meagre wage-em¬ 
ployment in agriculture; and everyone 
would want to work on additional 
works when he was doing nothing else. 
Indeed this is what has happened to 
much of the employment which is pro¬ 
vided on the projects included in the 
d(*velopment plans. On the other 
hand, if liy means of the additional 
works prfigramme, together with the 
oth<T plan projects, wc could create a 
ceitain amount of secure and depend¬ 
able employment, that is regular full- 
lime ^'inployment throughout the year, 
for all those who need it, things could 
be (Milirely (lifferont. In particular, it 
would go a long way in reorganising 
and rationalising the pattern of inial 
(*mpln\ ment. 

It s'lioiibl not be iinpossilile to do 
ibis if we eoiild take a look at the 
total ([iiantiim of additional rural ein- 
ploymenl becoming available on all the 
plan piojects and on the sup- 

pleiiient.iry works. The ibstiict or the 
block would be tlw; appropriate level 
to attempt such an assessnuait. As 
was proposed in the Thiid Idan: "For 
lor'al works as W(;ll as lor tlie larg(‘r 
scbeines it is essential that thc're should 
be clearly worked out programmes in 
e.ieh (U'velopiiK'nt block. Tla; block 
plan will include all the \Norks to 
muk'rtaken by diflenait agencies 
lliiough the block organisation . . . and 
the )se lulling within tlic; gcneial plans 
(;f States . . . programmes loi lai».,u‘ 
and inedimn irrigation projects, load 
dc'vc'lopinent, etc.”^^ Co-oidinalion at 
this lcvc‘1 means to liilly and eleaily 
Xirogiamme the seveial jnojeets and 
works over the years and over each 
year, to phase them and to dovetail 
them appropriately so that die laigesi 
nuiiiber of wa)ik<*rs may b<* given rcigu- 
lar, (iill-tirne employment continuously 
throughout the year. The aim must b<' 
to convert as much as possilile of the 
empl(>\ mciit beeoaning available on the 
several plan projects into legiilar, lull- 
time employment throughout the year 
so that it may be regarded secure and 
dependable. An important function of 
the suppli-mentary works should be to 


bridge the gaps in the phased pro¬ 
gramme of wmrks, to provide stand- 
byos in the event of inevitable delays 
in the execution of some; of the plan 
projects and thus to ensure continuity 
of employment for the largest number 
of workers being employed on such 
works. Thus conceived, the purpose of 
the supplementary works programme 
would apficar to be not so much to 
provide slack season employment to 
those f'ngaged in agriculture but to 
provide continuous employment of this 
nature to all those who need it. This 
will induce and enable a part of the 
agricultural proletariat to withdraw 
more or less completely and perma¬ 
nently fiom agriculture w'hile the re¬ 
maining find fuller employment In 
agriciiltme. The entire pattern of rural 
employment will thus be gradually ra¬ 
tionalised : There will be some who 
will be entirely and fully employed in 
agiieulture while the others will be em¬ 
ployed on a S('rfes of rural works until 
th(\v are eventually absorbed in the 
grenving industry. If for some time, or 
ill some areas, agriculture requires ad¬ 
ditional labour during peak periods, 
some of the latU'r may temporarily re- 
tiun to agiiciiltuic such as by under¬ 
taking contract work for harvesting. 
But it will b(; different labour: Not 
hanging around agiieulture for a pit¬ 
tance but organised labour making itself 
av<iil;ible to me(*t tlu’ (h'mands of agri- 
(iilture. 

A iiiral w'orks xuograinnK; aimed at 
offeniig eontinuous and regular employ¬ 
ment for a section of the; agricultural 
proletariat and in the process rationa¬ 
lising tile pattern of lural employment 
IS a piojiosition fjuitc* diffeient ironi one 
aimi'd at distoveiing small loeal works 
to piovide off-season employment. 
Naim ally, it demands an organisation 
ol a (piite different tmlei Its essential 
luiK'tion must b(' to move the i)eopIe 
who aie willing to work to wherever 
woik exists, it Is unlikely to be near 
evei>bod>’s borne ft may be within 
tlu* block, within tlie district or even 
niitside tl^e disliict W’heiever it may 
be, tli(‘ w’oikiis imisl be moved to 
w1ri(‘ tlu' woik e xists and when the 
woik in OIK' place is liiii.shed, they 
must be; moved to another place. An 
oiganisation must ixafoim this essen¬ 
tial fimetioii. 

'IViins sue }i as Land Aimy have been 
uscal since the beginning of the First 
rian. Tliey inq^ly a departmental or- 
ganisalioii which will convert all the 
unskilled w'orkers into salaried govern- 
lucnil seivants. For obvious reasons, it 
will be prud<*nt to avoid this. The 
olhet oigaiiisatioiial fcjrm often sug¬ 
gested is that of labour co-operatives. 
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This is evidently a desirable form but 
it must be kept as the goal and nf)t 
be made the starti ig point. In paiti- 
cular, it must not 1 je made a pic-con- 
dition for offering (*mploym<a)t to tlios(‘ 
who are willing to work. It should he 
realised that the people eonc’c'rned aie 
un.skilled, illiterate and very porjr; they 
are scattered all over the plact* and 
they have no hase to organise. I’he 
rural works piograinine must offer them 
this hti.se and in the meanwhile aeee[)t 
their responsibility until they eoine to¬ 
gether, begin to stand on their own 
and .u'ouire the neeessary oiganisa- 
tioual skills. 

At pres<*nt nuieh of the skilled labom 
employed on public woiks is employi'd 
through the labour eontiar tois. One 
must begin by legulaiisiug this ageiuy 
by licensing the labour eoiilraetors and 
subieeting them to a eeilain amount of 
supervision, inspiHlion and labour 
legislation. In rttnrn, they must be 
a.ssured eoriliact woik at standard lates 
to the full limit of the capacity the 
workers on theii niiisteis. This will 
neeil an orgam’salioii to b<‘ built ii[) 
from the block level iiinvards. It will 
be the piimary lesponsibility of this 
organi.sation to give woik to evei> 
licensed eonhactor within, say, thici 
months of notice fiom him. A list of 
woiks must be kept leady c«)mi)lef(' 
with surveys, plans, estimates and laud 
aciiuisition w’Iutc n<‘e<‘ssaiy. Tn the 
elioiee ol woiks, the local goveimnent 
oiganisations siicb as the I’ancbasat 
Samitic's and Zilla barisbads will have 
to be eiaisulled. But woik must not 
be deiiii'd oi d(*la>ed because somebody 
at these levi'ls does not agree cmi tlii' 
choice of woiks oi theii piioiities. While 
choosing the* woiks, the mcin' piodiic- 
tive and ciuieker maiming .should be 
selected. But woik must not be denied 
or delayed because somebody has not 
yet woiked out the eost-lxnefit latios, 
or is not clear about the concc'pts, de¬ 
finitions and the methodology involv’d 
in .such taleulalions or having ealeiilated 
the ratios, does not know' whether to 
choose a w'Oik with a highei or a lower 
ratio. Financial nrcgularilics must be 
scrupulously avoidc’d. But woik must 
not be denied or delated because tbe^ 
financial sanction has not ariived or 
because an accoimts clerk has raised an 
objection. All barriers wliieh today- 
stand between a worker and the work 
he is willing to do must be bioken. 

Who Wii.i. Pay.'^ 

This brings us finally lace to face 
with the hard coie of the problem: 
Who will pay? One might argue that 
the present plan lesourees should he 
realKx^oted and a portion diverted to 


the specific purpose of providing rural 
eniplovTneiit of the -kind described 
above. This appears neither feasible 
nor desirable. The amount of financial 
resources needed by the works pro¬ 
gramme will depend upon how it will 
devi'lop in its actual operation. But, 
supposing that it develops to the full 
extent indicated in our estimates of 
imder-employinent, it will need any¬ 
thing between Ks 800 to Rs 1,000 
eroies annually. This constitutes bet- 
w(*en 20 and 25 per cent of the public 
K’souicis to be employed in the Fourth 
J'lan. Reallocation of financial resour¬ 
ces on .1 such scale is plainly not fea- 
sibl(‘. Moreover, a reallocation also 
does not appear desirable. It .should be 
iiot<'d that labour is about the only 
snrpbis resource in the economy. All 
othei real icsoinces are in short sup¬ 
ply and one anight presume that tlie 
piesi’iit financial allocations in the Plan 
ait* made with a view to employing all 
the seaice icsouices in an articulated 
manner so that the maximum rate of 
giowlh may be achieved. Hence, a 
large-scale reallocation with a view to 
a greater use of labour, may lead to 
less than optimum use of the other 
lesourees. For reasons already ex¬ 
plained while rejecting the use of 
labour-intensive technology^ per se for 
enlarging employment, we do not think 
that this is di*siial)le. Indeed, it is for 
this reason that we have suggested that 
file woiks piogramme must make .i 
mmimiiin usi* of othi'r lesoiirecs which 
are seaice. 

Ilowevi'r, while igiceing that a large- 
scale reallocation of the financial re¬ 
source's of the Plan is neitlier feasible 
nor desiiable, we may make an inci¬ 
dental point. We have said in the 
above that the piesent alloeation pre- 
simi.ibly (‘iisiiies aii optimum and arti- 
(iilatetl use ol the searcc rc^soiirees. 
This is doiH* by clu'eking the material 
balances m the (*eonomy. Ne'vertheless, 
as expel lenee shows, in sinle of all the 
eaie that may be taken, situations arise 
wh(‘ie financial provisions are made; for 
c'l'ilain pnijeets for which the' real re- 
sonrees are lacking. This results cither 
m pudiing the prices of the scarce re- 
sourei's and thus irittering away the 
financial lesoiirees collected with great 
efioit. ot in an under-utilisation of the 
Dnanei.il lesources allocated for such 
projects. All such cases need to be 
carefully watched. When and where 
financial resources arc available with¬ 
out the matching real re.sources, their 
diveision to works programmes requir¬ 
ing less ot such scarce rc\soiirces will be 
justified. 

But, for the present piirpo.se, let us 
suppo.sc' that tile entire financial re¬ 


sources for the works programme will 
have to bo raised additionally. To do 
this, it is obvious that those who have 
must pay. The es.scntial and imme¬ 
diate purpose of the programme is to 
enable the 80 per cent rural poor liv¬ 
ing bc'low the desired minimum (ex¬ 
cluding the 10 per cent poorest) to 
reach the minimum consumer expendi¬ 
ture of Rs 824.0 per capita per annum. 
As have seen, this requires the rais¬ 
ing of thi ir per capita annual consumer 
ex'penditun* by Rs 04.0 on the average 
or a net tran.sfer of incomes xvqrth Hs 
822.4 eiores in the aggregate. Let us see 
what its burden wa’Il be if all of it falls 
on the 10 per cent rural and urban 
lic'h. A referi'neo to Table 3.6 shows 
that the per capita annual consumer cx- 
pendiluie of the 5 per rent richest rural 
population in 1968-69 was Rs 1544.6 
ami that of the 5 per rent rich below 
tb(' lop was Rs 875.1. Now, a 15.0 per 
rent cut into the expenditure of the 
first class and a 7.5 per cent cut into 
the expenditure of the second class 
caus('. an average ent of Rs 148.66 into 
the animal per capita expenditure of the 
two classes log<*ther, Tliey together 
constitute 10 per cent of the rural po- 
imlation which at the beginning of the 
Fourth Plan (Isl March 1969) was es¬ 
timated to be 428.8 million. Hence, an 
aveiage cut of Rs 148.66 in the per 
capita animal expenditure of the rich¬ 
est 10 per cent would yield a total of 
Rs 680 7 c rores annually. In the urban 
])opiilation, the per capita annual con- 
snnuT c'xpeiiditurc in 1968-69 of the 
1 iehc'st 5 per cent was Rs 2268.4 and 
that of the 5 per cent rich belcwv the 
top was Rs 1844.1. Again, a 15 per cent 
cut into the expenditure of the first 
class and a 7 5 pc'r cc'iit cut into the 
expendilme of the second class cause 
an avc'rage cut of Rs 220.16 into the 
annual per capita eonsinner expenditure 
of the twi) elassc's together. They con¬ 
stitute* 10 per cent of the urban popu¬ 
lation which at the bc'ginning of the 
Fourth Plan was 104.4 million. Hence 
an aveiage cut of Rs 220.16 in the per 
capita annual expc^nclitiire of the rich- 
c'st 10 pc'r cc'nt of thc^ urban popula¬ 
tion would yield Rs 229.8 crores. The 
two together add iipto Rs 866.5 crores 
annually which is more*, than what the 
works pi ogi amine requires. 

Such then is the burden of the poor. 
The lich must bear it and, if they will 
sc*e that they have a stake in it, it is 
not gn*at. As we have seen, the top 
5 per cent, who enjoy an average con¬ 
sumer expenditure which is more than 
four times what we -wish to assure to 
the poor, have to agree to a cut of a 
mere 15 per cent in their consumer ex¬ 
penditure; and another 5 per cent who 
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have an average consumer expenditure 
which is more than two-and-a-hall times 
what we wish to assure the poor, have 
to agree to a cut of a mere 7.5 per 
cent in their consumer expenditure. 
• They must agice to tliis cut because 
they cannot by themselves transfer 
these incomes to the poor; it must be 
done by the community. Moreover, the 
money resources so raised aie not to 
be used for chanty or unempluymont 
doles. They have to be invested m a 
manner which the eoinnumity alone can 
do. It the rich will contribute then 
financial resources, the gov<Tnin(*nt and 
the community will create the necessa¬ 
ry organisation and tlie iiooi will con- 
tiibute their laboui. It will cieate com¬ 
munity assets in land and w.it<‘r lesoiir- 
ces and in iiiliastructure such as loads 
tiom which. 111 du(i cuuise, the eiitiie 
coinmuiJity will beneiit and tlie licli will 
get theii due shaie. 


In this study of Toveity in India, 
vve have so far icached the following 
major conclusions. The counliy is poor, 
indeed, is inoUibly the poorest among 
the comminiily of nations. Neveillieless, 
or foi that reason, it is necessary to 
think in terms of a national ininmium 
die assuiancc ol which to every indivi¬ 
dual, at the eailiest possible, must be 
kept as the goal of planned economic 
development in this country A level of 
consumer exix'iiditure W'hich secures a 
diet adequate at least ni respect of ca¬ 
lories IS of couise the absolute mini¬ 
mum. We may treat it as the national¬ 
ly desirable miinmum hecMuse it is clilli- 
cult to offer anything better. It seems 
that, at 1968-59 iinees, a consumer ex¬ 
penditure of Rs 324.0 pel capita iier 
annum in the ruial area can secure this 
minimum level ol living. Tlie corres¬ 
ponding expenditure in the urban area 
is Rs 486.0 iiei capita per annum. 
About 40 per cent of the rural iiopula- 
tion and 50 per cent ol tlie urban po¬ 
pulation is found to be living below 
this minimum. It means that at the 
beginning of the Fourth Flan, out of an 
estimated population of 532.7 million, 
223.5 million people lived bi’low the de¬ 
sirable minimum. 

The possibility of lifting all these peo¬ 
ple to the desirable minimum, through 
the process of economic development as 
have come to be established during the 
last two decades and which, it seems. 
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will contuine into the coming d< eade, 
IS leinote, fiistly l)eeaus»‘, judging by 
the expelK‘nee ol the last deeade, the 
late ol gunvth attainable in the coming 
decade is likely to be small and inaile- 
(jiiate lor the pnipuse, and secondly be¬ 
cause, again judging by the exiieneiic<J 
ol the last decade, the small gains ol 
develojunmit will most likely accrue, in 
huge measuie, to the uppei-middle and 
the richer sections ot the society. It fol¬ 
lows that, it assuiancc of the desirable 
nniiimiini to everybody at the end ol 
the coming decade is to be au objective 
of iilanned economic di'velopinent in 
this country, dehheratif positive policies 
specifically oiiented to this iniipose 
must lx tormulaled and fiimly put into 
iiiimediate opi'iation. 

Urban poverty is an oveiflow ot luial 
poveit)'. IleneiJ action against iioveity 
has to he initiated in tlie rural ana. 
Redistiihutiun ol land offers no solution 
loi the simple leasuli that there is not 
enough land to earn tor eveiybudy the 
desirable inininium. It is also likely to 
undermine the new impetus which re¬ 
cent technological advances have given 
to the agricultuial development in the 
countiy, and take agriculture back to 
the conditions ot stagnation. Adoption 
of a liackward technology and thus em¬ 
ploying the poor with a small amount 
of capital per person offers no solution 
Ixcause the productivity of those thus 
employed is too low to earn for them 


the desirable minimum living. The so¬ 
lution has also been proved to be ope¬ 
rationally not leasible. Moreover, in 
order to ensure its effective implemen¬ 
tation, il the solution is carried to its 
logical conclusion, it will most certainly 
lead the economy into a prolonged state 
ol stagnation in which everybody may 
lie assured the minimum imt no more. 

The only leasible, and immediately 
avaiKible, solution appears to be to offer 
and as.sure emiiloyineiit to all those who 
aie willing to W'ork on a iniiiimuin wage 
on works which can be immediately un- 
d(‘i taken namely projects of land deve¬ 
lopment, irrigation, afforestation, road 
construction, etc. This can immediately 
place in the hands ol the poor incomes 
which may give them the desirable 
inininmm living and in tlie process 
Luate community assets in improved 
land and water resources and needed 
iriliastruetuie which in due cKiursc will 
improve the productivity in the econo¬ 
my and aceeleiate the process of eco¬ 
nomic tlevelopment. A large program- 
iiK' ol mral v\orks organised as a per¬ 
manent leatme lor sinne years to come 
will also enable soiiu; ul the agrieultu- 
lal piolelaiiat to withdraw permanent- 
K liom .igiicultuie and thus help ra¬ 
tional i si- the existing employment in 
agi Kullme. 

One may provisionally agree with the 
Plaimiiig (ammiission's judgment that 
the poveily at the bottom, say ot the 
10 pet cent poorest ot the rural i)opu- 
lation, IS probably due to lack ol suffi¬ 
cient l aniing eapaeit>' in the population 
and hence that it will have to be re¬ 
lieved by siieeial social assistance when- 
evei, wlieiever and iti whatever inca- 
suie this becomes imssihle. Rut tlie JK)- 
veity ol the ri'iiiaming 30 per cent of 
the luial population living below the 
iimiinmm must lx; .ittiibuted to unem¬ 
ployment or iMidia-cmployment of its 
working meiiihers Bringing this popu¬ 
lation iijito the desiiable minimum con- 
smnei expr'iidituro of Rs 324.0 per ca¬ 
pita per annum, at 1968-69 prices, re- 
<jmies adtlitioiial incomes worth Rs 
822 1 crores to Lc placed into the hands 
of these people annually. This must be 
done by offering to them eniplo3mieDt 
on a permanent programme of rural 
woiks so long as it is needed. Thus, if 
the 30 iX-T cent lural population pre- 
Miitly living bclow' the minimum (ex- 
el iid mg the 10 per cent poorest) is to 
be given the desirable minimum, orga¬ 
nisation bl a works programme of the 
order ol anything between Rs 800 and 
Rs 1,000 '^'rores per annum appears to 
b<^ the only immediately available so¬ 
lution. 
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Table 8.1: Distuxbution of Rural Population by Per Capita Consumer 
Expenditure in 1964-65 


Monthly Per Caiita 
Expenditure Class 

(Rs) 


0-8 

8-11 

11-13 

13-15 

15-18 

18-21 

All Rural I’upiilalioii 


Average Annual Per 
Capita Exp^'nditiirc 
(Rs) 

78.0 
11<S.1 
l-4().7 
170 0 
200.0 
230.0 
302.1 


Per Cent of Popula- 
lion 

5.99 

7.18 

8.(38 

12.92 

13.35 

100.00 


'I’lie iielua ol tlie pDpiilalion, 

which today lmijoj Jcvck ot living much 
highiT than the niniinnun to be assiiicd 
to the poor, must bear the buiden ol 
this piogramine. A 15 per cent cut in 
the consumci c.vpendituie of tlie iidlest 
5 per cent ol the lural mid the urban 
population and a 7.5 per cent cut in 
the consumer c\penditurc ut the 5 per 
cent rich below them is all that is 
needed. Ihe buiden is not great if tlie 
rich will see leason. 11 they do not, 
sullieh'nt political pressuic must be 
brought to hear on them. At the same 
time, appiopiialc fiscal insbnments will 
have to be designed to aciiuiie the ne- 
cessaiy linaucial resouices lioin thc«n. 

Fiscal Mlasujies 

It is outside the scope oi the present 
.study to discuss the details ol the need¬ 
ed fiscal measures. J3ut it is obvious 
that both direct and mdiicct la.xatiou 
will liavti to bii employed. The nicomc- 
tax on noii-agiieultuial mc'omcs will 
have to be laised eoiisidciably in spite 
ot tlic lamentations of all eoneeined. 
Laige agueultuial meuincs will have to 
be bi ought under coiiesiJonding taxa¬ 
tion. In our discussion ol ceiling on 
holdings, wc have suggested that, lathei 
than lowering the ceilings, fmms above 
a certain size should be icgisteicd and 
brought under tax and labour legisla¬ 
tion. I’hey may constitute about 5 pei 
cent ol all landholdings. 

Such measures ol diiect taxation will 
biing in some additional icvenue. How¬ 
ever, it seems that a major iKiit ol the 
additional requircmcnls must be col¬ 
lected by indirect taxes on all luxury 
goods which go into the consumption ot 
the richer classes. Theie are many 
goods which deseiA^c to be taxed much 
rnoic than at piesent. Take for instance 
the motor cais. There is no reason why 
a new Fiat car should be available for 
Rs 20,000 when reportedly 10,000 peo¬ 
ple are standing in tlie queue with much 
more money in hand. Or, consider the 
luxury lyparlmciits in the cities. Ihcy 
can bear a steeply progressive taxation. 
A number of items ol consumption, 
cloth, tobacco, liquor, etc, wliich have 
varieties whicli enter into the consump¬ 


tion ol only the richer classes, should be 
disciiiiiinated and heavily taxed. It is 
obvious that inaiginal adjustments will 
not do. Our conservative norms of 
taxation will have to be radically chang¬ 
ed. Ilow' much revenue all such mea- 
SLiics can po.ssibly bring in must be left 
to the fiscal cxpcits. But, something 
aiouiul additional Rs 1,000 eioies must 
be laiscd annually and transferred to 
the j3oor through their productive em¬ 
ployment. 

rnoiiLEM OF Real Resources 

'I’liis brings us to tlie next question: 
Is securmg the necessary financial rc- 
suiiiccs Iroin the rich for transferring 
thc in to the putu die only econoniie pro¬ 
blem? As we sliall i^rcscntly see, there 
i.s a second and in a sense a more se- 
iious jiroblcin, namely, availability ol 
the real le.soiiices to match the finan¬ 
cial rcsoniccs to be thus transferred. We 
have i*ailier ennihasised that the works 
piograinme should make ininirnuin use 
ol scarce lesoui'ees, such as cement and 
.steel, and that as large a part as pos- 
.sible, at least 75 per cent, of the total 
c.\pciulilure on works projects should go 
into the payment of piimaiy wages to 
tlie unskilled woikers. Nevertheless, the 
problem ot real resources to match the 
financial resources to be transferred from 
the lieh to the poor remains. Such 
tianslcr of incomes creates additional 
demand lor commodities of common 
consumption which enter into the ccni- 
sLimplioii of the poor without at tlie 
.same time causing a corresponding re¬ 
duction in the consumption of these 
commodities by the richer classes. This 
would he so because, firstly, these exun- 
moditics, especially if we take into ac¬ 
count the appiopriate ciuality, do nut 
enter as much into the consumiilion of 
the richer classes and, secondly, to the 
extent they do, the demand for them 
Irom the rich is not likely to be mate¬ 
rially reduced on account of a mere 7 
to 15 per cent reduction in tlieir con¬ 
sumption expenditure. The small re¬ 
duction in the incomes of the top 10 
per cent rich as a result of a stepping 
up of direct taxation and the steep in¬ 
crease in the indirect taxes on luxury 


goods par excellence will affect and 
should affect the consumption of these 
commodities by the rich. But these com¬ 
modities will be of little use to the 
poor. The poor will require additional 
quantities of commodities of common 
consumption and the rich will not release 
them in any case. Thus the contemplated, 
transfer of incomes from the very rich 
to the poor will result in a net addi¬ 
tional demand for these commodities. If 
it IS nut inalched by additional supplies, 
it w'lll lesull in an increase in the pri¬ 
ces of such commodities. Even that will 
not afleet their consumption by the 
lich. It will only alfcet the consump¬ 
tion ol the poor and will indeed defeat 
the pui'iiose of the transfer of incomes. 
It will he instructive to see what these 
commodities are, because the additional 
demand lor them from the poor when 
they get additional incomes aie the real 
icsoiiiccs needed by the works pro- 
gi amine. 

Additional Demand for Consumer 
CoMMODIllES FROM I’lIE PoOR 

Latest data on consumer expenditure 
on dilTcient commodities by consumers 
in dillercnl monthly iicr caiiita expendi- 
tuie classes arc available from the Nine¬ 
teenth Round of the National Sample 
Suivey iclaling to the period July 1964- 
June 1965. We may confine attention to 
tlie iiiial population only. In Table 
8.L we give a distribution of the poorer 
section.s of the rural population accord¬ 
ing to the monthly iier capita expendi¬ 
ture. 

It will be remembered that the pro¬ 
posed desired minimum consumer ex- 
pendituie for the rural population is Rs 
180 per capita per month at 1960-61 
pi ices. At 1964-65 prices, this is equi¬ 
valent to Rs 225 per capita per annum 
or a little more than Rs 18 per capita 
pi^r month. Hence, the population lying 
in all the classes of capita monthly 
consumer expenditure from Rs 0-8 to¬ 
lls 15-18 was in 1964-65 living below 
the desired minimum. It constituted 
37.95 per cent of the rural population. 
If to this is added a small proportion 
of the population lying in the monthly 
per capita expenditure class of Rs 
18-21, but still below the annual per 
capita expenditure of Rs 225, we would 
have approximately 40.0 per cent of 
the rural population living below the 
tlesLred minimum. This accords with 
our estimates derived from the consu¬ 
mer expenditure data for 1960-61 and 
1967-68. 

To illustrate the nature and size of 
the additional demand for consumer 
commodities which will result from ad¬ 
ditional income in the hands of the poor 
who presently are living bdow the de- 
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Table 84: Aeridfa^Acai MattASE ik tbe Cw tt tBmapii er Sevsml CkaofOomiB 
. Needed to Raise tbk Foobevi Classk to tbs Consumer Eepbn- 
DITUre of Re 18-21 Per Capita/Month at 1064-85 Prigee 


Commodity 

(1) 

Per Cent Increase in Consumption 
Needed to Raise the Consumption 
to Rs 18-21 Per Capita Per Month 
for All Persons Having Monthly 

Per Capita Consumption 

Rs 0-18 Rs 11-18 

(2) (3) 

1 

Foodgrains 

9.84 



5.42 

2 

Pulses 

13.37 



8.06 

3 

Milk and products 

12.63 



8.06 

4 

Oil, oil-seeds, etc 

11.18 



0.50 

5 

Vegetables 

10 24 



6.22 

6 

Fruits and nuts 

11.02 



7.38 

7 

Meat, fish, etc 

8.40 



5.44 

8 

Sugar, gur, etc 

15.12 



0.79 

9 

Salt 

6 86 



4.80 

10 

Spices 

9.45 



5.57 

11 

Beverages, etc 

14.41 



10.69 

12 

Cooked meals 

3.28 



1.40 

13 

Pickles, lams, etc 

8 18 



3.59 

14 

Pan, etc 

10 10 



6.31 

15 

Tobacco and products 

9.26 



5.69 

16 

Dnigs and intoxicates 

9.96 



5 75 

17 

Fuel and light 

9 00 



5.02 

18 

Clothing 

8.06 



4.05 

19 

Amusement, etc 

3.06 



Nil 

20 

Meidical expenses 

6 14 



3.91 

21* 

Educational expenses 

6.43 



4.06 

•22 

Toilet articles 

12 16 



7 74 

23 

Furniture 

6 26 



3.97 

24 

Footwear 

6.44 



3..S5 

25 

Utensils 

3.58 



2.09 

26 

Sundry goods 

10 03 



0.05 

27 

Services 

7.68 



4.74 

28 

Conveyance 

6.51 



4.32 

29 

Ceremonies 

1.74 



1.21 

30 

Rent, taxes, etc 

6.56 



4.00 

31 

Other 

6.47 



3.78 

32 

Total expenditure 

9.66 



5.02 


sired minimum, we give in Table 8.2, 
two alternative computations. The first 
computation, given in column 2 of the 
Table, shows by what per cent the total 
rural expenditure on various commodi¬ 
ties would increase if the entire rural 
population, which in 1904-65 had per 
capita monthly expenditure of less than 
Rs 18, were lifted into the consumer 
expenditure class of Rs 18-21 per capi¬ 
ta per month. It will be noticed that 
the average annual per capita expendi¬ 
ture in this class is Rs 236.6 which is a 
little more than Rs 225, namely the 
desired minimum. However, we may 
neglect the small difference. In the se¬ 
cond computation, given in column 3 
of the Table, we show the correspond¬ 
ing increases in the consumption of the 
several commodities if only the popula¬ 
tion in the monthly per capita expendi¬ 
ture classes of Rs 11-13, Rs 13-15 and 
Rs 15-18 were lifted into the class of 
Rs 18-21 per capita per month. Thus, in 
the second oomputation, we ignore the 
population with per capita monthly con¬ 
sumer expenditure of less than Rs II. 
This constitutes 9.17 per cent of the 
population and approximately corres¬ 
ponds to the 10 per cent poorest whom 
we agreed to ignore hi the earlier dis¬ 
cussion. . Thus, tkM feqond computation 
fcidicRtes ^ additional demand for 
coi^unMr .eoBEpodfttes ifhich will re¬ 


sult from a works programme aimed at 
giving the 30 per cent rural population 
presently living below the desired mi¬ 
nimum (excluding the 10 per cent 
poorest) an additional wage income 
which will CTiable it to secure the de¬ 
sired minimum. It may be noted that 
both the computations are based on the 
simplifying assumption that the addi¬ 
tional incomes to be placed into the 
hands of the poor come not from a net 
transfer of incomes from the rich to the 
poor, as is intended, but by a net addi¬ 
tion of purchasing power in the econo¬ 
my. It means that, in both the compu¬ 
tations, we have ignored any reduction 
in the consumption of some of the com¬ 
modities which may result from a re¬ 
duction in the incomes of the rich. As 
we have explained, for the commodities 
of common consumption with which we 
are presently concerned, such reduction 
would be small and negligible. 

Both the computations are instruc¬ 
tive. The first shows that if all the 
rural population presently living below 
the desired minimum is assured the 
minimum, it will result in a 9.66 per 
cent increase in the aggregate per capita 
consumer expenditure of the rural po¬ 
pulation. It will be remembered that 
according to the Fourth Plan Perspec¬ 
tive, the per capita consumption in 
1980-81 is expected to be 41.8 per 


cent Mgjier ihm hi 198848/^. 
have observed,' this perspective Is qult^ 
out of line with the experience of the 
past decade and that, if the past ex¬ 
perience is taken as the guide, we 
should not expect much more than 9.0 
per cent increase in the per capita ex¬ 
penditure by 1980-81. But even the 
first computation in Table 8.2 requires 
only 9.66 per cent increase in the per 
capita consumption of the rural popu¬ 
lation. From this one might infer that 
evtm if the growth of the economy is 
no more than indicated in our Trend 
Perspective resulting in only a 9.0 per 
cent increase in the per capita con- 
snmntfon hv 1980-81, it should nearly 
suffice to lift the entire rural popula¬ 
tion to the desired minimum level of 
living. However, this is not true. Lift¬ 
ing the entire rural ponulation to the 
desired minimum hv 1980-81 requires 
(a) a 9.66 per cent increase in the per 
capita rural consumption by then; (b) 
expansion of the output of the several 
commodities as indicated in column 2 
of Table 8.2, which would implv much 
.smaller or even no Increases in the out¬ 
put of several other commodities not 
entering into the consumption of the 
poor: and (c) a transfer of necessary 
incomes to the 40 per cent rural poor 
so that all increase in consumption dur¬ 
ing the decade will he confined to that 
section. This is obviously not easy and 
clearly not possible. 

Let us therefore turn to the second 
computation. Tn this, as we have ex¬ 
plained, we ignore the poorest 9.17 per 
cent and examine the conseouenees of 
lifting the 28 78 per cent above them 
to the desired minimum. It will he 
seen that this rennircs an increase of 
only 5 62 per cfait in the per capita 
consumption of the nir.il population. 
This Is a substantial reduction in the 
burden. Hence, iimorine ^he poorest 
10 per cent is inevitable whether 
povertv at that level can he relieved 
by social assistance or by provision of 
additional employment. 

Let us now cfmsider the feasibility 
of this considerably lighter proposition. 
The transfer of necessary incomes into 
the hands of the pcoph' concerned will 
be assured by organising a works pro¬ 
gramme of the size contemplated, 
namely, one which will provide addi¬ 
tional employment worth about Rs 800 
crores per annum. It will be seen that 
the matching real resources, namely the 
consumer commodities additionally de¬ 
manded by these people, are largely 
products of agriculture. The output of 
Foodgrains will have to increa^ by 
5.42 per ccrit per capita. This means 
that the output of foodgrains in 1973- 
74 should be about 20 per cent higher 
dian in 1968-69. This is not impossible 
even according to the Trend Perspec- 



tfve. If this fails, it must iocrease by 
about 40 per cent by 1980-81. This 
is certainly possible. Whenever the 
needed expaiis'-^n of the output of 
foodgrams is achieved, there should 
be no difficulty in reaching the sanrKi to 
the poor provided they have the neces- 
.sary purchasing power. Larger in¬ 
creases are needed in the output ol 
pulses, milk and milk products, and 
to a smaller extent also in the output 
of oil and oil-sceds, and vegetables 
and fruits. Technological progress in 
these fields has so far lagged behind 

and will have to be attended to. A 
much larger expansion will also be 
needed in the output of sugar, gur 

and beverages such as tc*a and coffee. 
These are not likely to lx? difficult. A 
somewhat more than proportionate in¬ 
creases will be needed in the output 

of betel leaf, tobacco and products 
thereof. A considerable expansion will 
also be needed in the output of the 

toilet ai tides in the use of the poor 
such as soap and hair-oil. These are 
again oil-based and will reriuiie cor- 
resixmding expansion of the output oi 
oil-seeds. However, all in all, the 
needed increases in the output of the 
several commodities appear to bo 
achievable certainly by 1980-81 and 
probably somewhat earlier. 

P11A.SINC TiiE Works PaocnAMME 

Nevertheless, it is necessary to lea- 
lise that a works programme without 
the real resources to match the finan¬ 
cial outlay will defeat its purpose. If 
the supply of commodities needed by 
the poor is not expanded side by side 
with the additional financial expendi¬ 
ture, it will inevitably lead to an in¬ 
crease in the prices of these c*ommodi- 
ties. When tliis happens, it is the poor 
who suffer the most. Indeed, what is 
intended to be a transfer of incomes 
from the rich to the poor may effecti¬ 
vely become a transfer of income from 
one poor to another. In the ultimate 
analysis, th<*re is no way of improving 
tile living of the poor without expand¬ 
ing the supplies of the commodities 
which they need. As the same tin>o. it 
must be emphasised that, in an eco¬ 
nomy in which production decisions 
are made by individual producers es¬ 
sentially in response to the market, the 
output of the needed commodities will 
not expand unless the demand for them 
Is backed by effective purchasing 
power in the hands of the i>oor. Hence, 
the poor must be given additional in¬ 
comes s|de by side or indeed slightly 
ahead ^of th(‘ possibilities of expanding 
the output of the needed commodities. 
Judging by the fact that the necessary 
expansion of the output of the com¬ 
modities is possible within the course 
of five to ten years, it seems that it 


will be appropriate to phase out the 
setting up of a full-scale works pro¬ 
gramme over a period of say five years. 
Therefore, a beginning may be made 
immediately by initiating a works pro¬ 
gramme of the size of Rs 200 crores 
per annum which may be stepped up 
by Rs 200 crores every year until it 
reaches the full scale of Rs 800 crores 
or Rs 1,000 crores annually unless, of 
cxHirse, it turns out that a programme 
of this size is not needed because not 
sufficient number of perscnis are foith- 
cinning to take cinpUiymcnt of the kind 
and on lenns as can be offered on such 
a programme. In any event, the pro¬ 
gramme must be raised to a scale 
whereby one may honestly say that the 
country offeis employment of a certain 
kind to cveiy person who is willing to 
take it. 

Apart from the problem of matching 
ical icsources, such a idiasing out ot 
the programme will Ix? needed both 
fur reasons of securing the needed 
financial lesourccs and of setting up 
the necessary organisation and adminis¬ 
tration. But, in view of the past poli¬ 
cies and approach to this problem, 
one must warn that the proposal to 
phase out the setting up of the full- 
scale programme over a period of five 
years must not degenerate into one ol 
those 30 or 50 pilot projects, with no 
more than a few crores of rupees allo¬ 
cated to them, as we have witnessed 
them in the past. 

Wider I.ssues 

It will be seen that the entire pro 
posal is for an additional programme 
specifically oriented to providing em¬ 
ployment to all those who remain un¬ 
touched by the normal course of de¬ 
velopment. For reasons earlier ex¬ 
plained, such a programme should 
cause minimum disturbance to the 
other projects and programmes includ¬ 
ed in th<' Fourth Plan. Nevertheless, 
one should recognise that, in the long 
run, it will inevitably affect the course 
of economic development in the coun¬ 
try. In the first instance, greater re¬ 
sources will have to be devoted to meet 
the needs of the poor and to assuring 
everybody a progressively rising mint- 
mum. Secondly, as a corollary, con¬ 
sumption of the rich will have to he 
firmly restricted for many years to 
come. Either the output of the luxury 
commodities will have to be restricted 
or it will have to be undertaken prima¬ 
rily for export. There is little doubt 
that the poor in the country have been 
grossly neglected in the past and that 
the economic development during the 
past two decades has taken a wrong 
course. A mid-course correction is 
urgently needed. 

For so poor a country as India, with 


limited land, capital and other means 
of production, communism offers a 
classical solution to the problem ot 
poverty. Its key is collective owner¬ 
ship of all means of production and a 
strategy of economic development 
which aims not merely at raising the 
average as fast as possible but essen-^ 
tially at raising the bottom to a desi- 
rabh; minimum as early as possible. 
However, the strategy has its political 
costs so high that it is worth exploring 
anothci path if it is available. This 
has been a major preoccupation of the 
present study. Therefore it takes for 
granted private ownership of the means 
of production and concedes as inevi¬ 
table the inequality in its distribution. 
The study is therefore directed to find¬ 
ing what can be done to meet the 
claims of the poor within the frame¬ 
work of private ownership of the means 
of pioduction. The poor also will 
make the necessary concessions to pri¬ 
vate property provided their minimum 
legitimate needs are attended to. Hope¬ 
fully, the rich, the vested interests and 
the policy makers who represent them 
will also sec the point and concede the 
claims of the poor. If they do not, 
the i)oor in their desperation will soon 
come to the c'onclusion that justice and 
fairplay is not possible within the 
framework of private ownership of the 
means of pioduction and proceed to 
take to the classical path, of which 
there are beckoning examples around, 
whatever the political costs. 

STATISTICAL APPENDIX 

Table No 

5.1 Source: The data in this 

Table are computed from data 
in “The National Sample 
Survey, Report No 144, 
Tables with Notes on some 
aspects of Landholdings in 
Rural Areas (State and All- 
India estimates). Seventeenth 
Round, September 1961J[uly 
1962“, Tables 7.1 to 7.10, 
cols 9 and 13. Only data in 
the first line have been taken 
from Table 8, col 9. 

5.2 Source: The data in this 

Table are computed on the 
basis of the data in Tables 
7.1 to 7.10 in NSS Re¬ 
port No 144. 

5.3 Source: The basic data for 

this Table ate taken from 
Tables No 7.1 to 7.10 and 
Table 8 of the NSS Report 
No 144. 

8.1 Source: “The National Sam¬ 

ple Survey, Nineteenth 
Round: July 1904-June 1905, 
No 207 *, . Tables 1.1 and 
1 . 1 . 2 . 

8.2 Source: This is based on Ae 
data in Table 1.1.2 in NSS 
No 207. 

(Coacladcd) - 



Central Bank of India 

Balance Sheet as at Slst December, 1969 

The Balance Sheet of Central Bank of India as at 31st December, 1969 and the 
Proht and Loss Account for the periotl 19th July, 1969 to the 31st December, 

1969 as approved by the Board of Directors arc given below. 

The working of the Bank for the period 19th July, 1969 to 31st December, 1969 
resulted in a net profit of Rs. 47,40,972.87, which together with the net pront 
of the Central Bank of India Ltd for the period 1st January, 1969 to 18th July, 

1969 at Rs. 61,66,021.12 {yide schedule) and the balance of Rs. 36,841.04 
carried over from the year ended 31st December, 1968, transferred, makes 
Rs. 1,09,43,835.03 and this amount has been appropriated as follows: 

Transferred to Reserve Fund in terms of Section 17 of the Banking Regulation 
Act, 1949 (entire Net Profit of the period 1st January, 1969 to 18th July, 1969, 

together with balance of profit brought forward from 1968) Rs. 

Transferred to Reserve Fund in terms of Section 3(6) of the Banking Compa¬ 
nies (Acquisition & Transfer of Undertakings) Act, 1970 out of the net proiit 

for the period 19th July, 1969 to 31st December, 1969 Rs. 

Balance amount transferable to Government in terms of Section l(K7) of the 

Banking Companies (Acquisition & Transfer of Undertakings) Act, 1970. Rs. 


62.02,862.16 

9,48,194.57 

37,92,778.30 


Bombay, 24th December, 1970, 


By Order of the Board 

N. Ramanand Rao 
Custodian 


Auditors’ Report to the President of India 


• 

1. Wc have audited the attached Balance Sheet of Central Bank of India as at 31st December, 1969 and also the Profit and Loss 
Account of the Bank for the period 19th July, 1969 to the 31st December, 1969 annexed thereto, in which are incorporated the returns 
of 255 Branches audited by us, 41 Branches audited by other auditors, 5 Branches in Pakistan for which unaudited returns as at 30th 
June, 1965 have been incorporated and the unaudited returns in respect of 377 Branches not visited by us, for the exclusion of which 
Branches from audit, concurrence of the Reseivc Bank of India was obtained. 

2. The Balance Sheet and the Profit and Loss Account have been drawn up in Forms ‘A’ and ‘B’ respectively of the Third Sche¬ 
dule to the Banking Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the case of 
banking companies prior to nationalisation by virtue of the provisions of the said Act as read with the related provisions of the Com¬ 
panies Act, 1956. Subject to the limitations of such disclosure and on the basis of the audit indicated in the first paragraph, wc re¬ 
port that— 

(fl) In our opinion and to the best of our information and tlic explanations given to us and as shown by the books of the Bank :— 

(i) the Balance Sheet read with the notes thereon is a full and fair Balance Sheet containing the necessary particulars and 

it is properly drawn up so as to exhibit a true and fair view of the affairs of the Bank as at 31st December, 1969, and 

(ii) the Profit and Loss Account read with the notes thereon shows a true balance of profit for the period covered by the 
Account; 

(6) Wc have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the 
purposes of our audit and have found them to be satisfactory; 

(c) The transactions of the Bank which have come to our notice have been within the powers of the Bank; 

(d) The returns [except for Pakistan Branches —Sec Note (2) J received from the branches of the Bank have been found ade¬ 

quate for the purposes of our audit. 


A. F. FERGUSON & CO. 
S. B. BILLIMORIA & CO. 
HARIBHAKTI & CO. 

Bombay, 28th December, 1970. Chartered Accounts 
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Central Bank of India 

Balance Sheet as at 31st December, 1969 


CAPITAL AND LIABILITIES 


Rs. P. 


1. Capital : - 

Paid up Capital (wholly owned by Central Government) 

2. Reserve Fund and other Reserves : — 

Reserve Fund 
Contingency Fund 
Special Reserve 
Development Rebate Reserve 
Capital Suspense 
Share Premium Suspense 
Shares Forfciled 

3. Deposits and other Accounts : 

Fised Deposits and Cash Ceitiflcatcs 
Savings Bank Deposits 

Current Accounts, Call Deposits, Contingency Accounts, etc. 
(including StalTGiatuity Fund Rs. 1,31,50,000 00) 

4. Borrowings from other Banking Companies, Agents, etc : - 

(1) Secured : 

(u) By p.irt of investments and bills per contra Rs. 
ih) fn respect of borrowings (secured by part of 
advances per contra) from 

(i) The rndustrral Development Bank of 

fndia ,, 

(ii) The Agricultural Refinance Corporation ,, 

(2) Unsecured ,, 


Rs. 16,45,99,925.86 


5. Bills Payable 

6. Bills for Collection being Bills Receivable as per contra : - 

(i) Payable in India 
(ii) Payable outside India 

7. Other Liabilities : — 

Branch Adjustments 

Amounts owing to Subsidiary Company (including on their clients’ account) 
Unclaimed Dividends 
Rebate on Bills Discounted 


In India 
3,96,25,000.00 


4,98,64,524.00 
9,83,840 00 
7,41,26,561.86 


7,26,29,772.06 
50,00.000 00 
2,54,240 96 
2,25,000 00 
3,63,700 00 
3,61,519 25 
530.00 


2,53,26,89,793.53 

1,27,66,41,670.52 

1,19,81,62,998.81 


Outside India 


21,64,326.74 


21,64,326.74 


34,16,32,932 13 
3,36,34,125 13 


13,43,34,085 43 
1,33,66,303.38 
9,86,402.88 
75,53,212 96 


8. Acceptances, Rndorsoments and other Obligations as per contra 

9. Profit and Loss Account :— 

Bal.incc as at 31st December, 1968 

Profit for the period 1st January, 1969 to 18th July, 1969 


Less : Fransferreil to Reserve Fund 

Profit for the period 19th July, 1969 to 31st December, 1969 
Less : Transferred to Reserve Fund 

Balance to be transferreil to Central Government 

10. Contingent Liabilities 

(i) Claims against the Bank not acknowledged as 
debts Rs. 

(ii) On investments in partly paid shares and deben¬ 
tures ,, 

(ill) On Letters of Guarantee on behalf of Consti¬ 
tuents (including Rs. Nil on behalf of Officers) „ 

(iv) Liability on account of outstanding Forward 
Exchange Contracts 

(v) Liability on Bills of Exchange Rediscounted 

(vi) In respect of additional bonus for 1962 claimed 
by the staff and ad hoc cash payment demanded 
by the staff for 1969, a settlement whereof was 
arrived at subsequently. 


62,98,311.66 

94,31,192.50 

74,01,71,506.63 

32,82,84,257.73 

8,29,02,742.95 


36,841 04 
61,66,021.12 


62,02,862 16 
62,02,862.16 


47,40,972.87 

9,48,194.57 


Carried over 


Rs. P. 

4,75,14,600.00 

7,88,34,762.27 

5,00.74,94,462.86 

16.67,64,252.60 

6,62,12.106.14 

37.52.67,057.26 

15,62,40,004.65 

25,29,50,070.38 

37,92,778.30 


6,15,50.70.094.46 
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Central Bank of India 

Balance Sheet as at 31st December, 1969 


PROPERTY AND ASSETS 


1. Cash : — 

In hand and with Reserve Bank and State Bank (including foreign currency 
notes) 

2. Balances with other Banks :— On Current Accounts - 

(i) fn India 

(ii) Oulsidc India 


3. Money at Call and Short Notice 

4. Investments : — (at Book Value) 

(i) Securities of the Central and Stale Governments and other Trustee 
Securities 

Treasury Bills of the Central and Slate Governments 

(ii) Shares 

Fully Paid Partly Paid 

(a) Preference Rs. 91,65,287.76 Rs. 1,00,000 (X) 

(h) Ordinary „ 2,75,58,768 39 „ 78,87,478.30 

(c) Other Classes „ 57,798.75 


Rs. 3,67,81,854.90 Rs. 79,87,478.30 


(iii) Debentures or Bonds 

(iv) Other Investments 

(v) Gold 


,5. Advances : — 

(Other than bad and doubtful debts for which provision has been made to 

the satisfaction of the Auditors) 

(1) Loans, Cash Ciedits, Ovcrdiafts, etc. : 

(i) In India Rs. 2,86,29,93,499.47 

(Includes an amount of Rs. 5,08,48,364.00 
relating to medium-term advances in respect 
of which tinaace has been obtained from the 
Industrial Development Bank of India and the 
Agricultural Rennance Corporation as per 
contni) 

(ii) Outside India ,, 1,08,04,455.82 

(2) Bills Discounted and Purchased : 

(i) Payable in India Rs. 60,06,20,751.19 

(ii) Payable outside India ,, 10,29,80,634.17 


Particulais of Advances 

(i) Debts considered good in respect of which the bank is fully secured 

(ii) Debts considered good for which the bank holds no other security than the 
debtors’ personal security 

(iii) Debts considered good, secured by the personal liabilities of one or moie 
parties in addition to the pei*sonal security of the debtors 

(iv) Debts considered doubtful or bad not provided for 


Rs. P. 


1,34,99,162.51 

1,76,56,506.90 


1,29,37,30,709.36 


4,47,69,333.20 

2,88,89,647 11 
9,40,108.00 


2,87.37,97.955.29 

70,36,01,385 36 

3,02,89,08,489.21 
17,94,65,775 82 
36,90,25,075 62 


Rs. P. 


47.09,34,818.41 

3,11.55.669.41 

55,00,000.00 


1,36,83,29,797.67 


3,57,73,99,340.65 


T()T.\l Ruplls 3,57,73,99,340 65 


(v) Debts due by otticers of the bank or any of them either severally or jointly 
with any other persons 

(vi) Debts due by companies or firms in which the directors of the bank arc in¬ 
terested as directors, partners or managing agents, or, in the case of private 
companies as members 

(vii) Maximum total amount of advances, including temporary advances, made 
at any time during the period from 19th July, 1969 to 31st December, 1969 

* to managers or officers of the bank or any of them cither severally or jointly 

with any other persons 

(viii) Maximum total amount of advances, including temporary advances, granted 
during the period from 19lh July, 1969 to 31st December, 1969 to the com¬ 
panies or firms in which the directors of the bank are interested as directors, 
partners or managing agents, or, in the case of private companies, as mem¬ 
bers 

(ix) Due from banking companies 

6. Bills Receivable being Bills for Collection as per contra : 

(i) Payable in India 

(ii) Payable outside India 


45,47,878.10 


45,47,878 10 


99,67,715.47 


34,16,32,932.13 

3,36.34,125.13 


7. Constituents’ Liabilities for Acceptances, Endorsements and Other Obligations per 
contra 


Carried over 


37,52,67.057.26 

X 

25,29,50,070.38 

6,08.15,36,753.78 
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PROPERTY AND ASSETS 


Rs. P. 




Brought forward 

6.08,15,36,753.78 

8. Lands and Buildings: ~ 






Bank 

Premises 

Non-Banking 

Investment in Assets 

Properties acquired in 

satisfaction 
of claims 



Rs. P. 

Rs. P. 

Rs. P. 


Cost as at 31st Dcccni' 





bcr, 1968 

1,89.84,943.53 

15,39,785.44 

6.83,891.34 


; Lease Piemium 





adjusted on ex¬ 
piry of lease 

24.04.497.49 

- 

_ 


Cost of properties sold 





during the period 1st 
January, 1969 to 18lh 
July, 1969. 

29,823.60 





1.65.50,622.44 

15,39,785.44 

6,83,891.34 


Add: Cost of additions 





during the period 
1st January, 1969 
to 18th July,1969. 

47,26,352.98 




Cost as at 18th July. 





1969 

2,12,76,975.42 

15,39,785.44 

6,83,891.34 


Less: Cost of proper¬ 





ties sold during 
the period 19th 
July. 1969 to 31st 
December, 1969 

28,880.00 





2,12,48,095.42 

15,39,785.44 

6,83,891.34 


Add : Cost of additions 





during the period 
19th July. 1969 to 

31st December, 
1969 

70,886.49 




Cost as at 31 st Decem¬ 





ber, 1969 

2,13,18,981.91 

15,39,785.44 

6,83,891.34 


Less ; D e p r e c i ation 





written off upto 
18th July, 1969 

44,57.461.30 

15,16,752.00 

2,11,124.98 



1,68.61,520.61 

23,033.44 

4,72,766.36 


Less: Depreciation 





written off for the 
period 19th July, 
1969 to 31st Dec¬ 
ember, 1969 

1,55,983.64 

226.00 




1,67,05,536.97 

22,807.44 

4,72,766.36 

1,72,01.110.77 








Carried over 

6,09,87,37,864.55 
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CAPITAL AND LIABILITIES 


Rs. P 


Notes forming part of the Accounts :— 


Brought forward 


(1) The actual amount of liability arising from future gratuities payable 
to staff has not been ascertained but is greater than the amount pro¬ 
vided. 

(2) As complete returns in respect of Pakistan Branches have not been 
received for periods beyond 30th June, 1965, unaudited returns as 
at that date only have been incorporated in the Bank’s Balance Sheet 
as at 31st December, 1969. As no further information is available, 
the assets and liabilities in Pakistan have not been shown in the Ba¬ 
lance Sheet under the individual heads but only the net book value 
thereof has been incorporated. 

(3) The figure of auditors’ fees in the Protit and Loss Account for 
the period from 19th July, 1969 to 31st December, 1969 includes an 
amount of Rs. 3,54,900 being the audit fees for the additional audit of 
the account as at 18th July, 1969. 

(4) These being the first statements of account of the Bank, the corres¬ 
ponding figures of the previous year arc not given. 

(5) The Bank has been advised after the date of the Balance Sheet that 
Bills of Exchange amounting to DM. 10.5 million reported to have 
been discounted with some German / Swiss Banks arc purpoited to 
have been endorsed/guaranteed by the Bank’s London Branch and in 
respect of claims relating to some of these bills amounting to DM. 
2.5 million, legal proceedings have been instituted against the 
Bank. The Bank has repudiated all alleged liabilities in respect of 
all such bills and claims/disputes arising therefrom. 


Total Rupees 


6.15,50,70,094.46 


6,15,50,70.094.46 


In terms of our report of even date attached : 


A. F. FERGUSON & CO. 
S. B. BILLIMORIA & CO. 
HARIBHAKTI & CO. 


Bombay, 28 December, 1970. 


Chartered Accountants 

PROPERTY AND ASSETS 

Rs. P. 

Rs. P 

Brought forward 

9. Furniture and Fixtures:— 

Cost as at 31st December, 1968 

Additions less sales during the period 1st January, 1969 to 18th July, 1969 

3,84,52,651.64 

43.86.122.99 

6,09,87.37.864.55 

Cost as at 18th July, 1969 

Additions less sales during the period 19th July, 1969 to 31st December, 1969 

4,28,38,774.63 

56,41,698.80 


Cost as at 31st December, 1969 

Less : Depreciation written off upto 18th July, 1969 

4.84,80,473.43 

1,95.12,461.02 


Less : Depreciation written off for the period 19th July, 1969 to 31st De¬ 
cember, 1969 

2,89,68,012 41 

15,48.825.71 

2.74,19,186.70 

2,89,13.043.21 

6.15.50,70,094.46 

10. Other Assets, t. ^ 

Shares of the Central Bank Executor and Trustee Co. Ltd., (subsidiary) at 
Cost 

Interest accrued on Investments 

Silver ^ ^ « 

Stamps, Stationery, Stock of Home Savings Safes and Safe Deposit Boxes 

10,00,000.00 

1,87,97,128.00 

91,15,915.21 

Total Rupees 



P. KRISHNA IYER 


N. RAMANAND RAO Custodian 

V. M. BHIDE . 

BRURAJ NARAIN [ 

V. M. DANDEKAR I 

A. H. ELIAS Directors 

. M. NARASIMHAM I 

• G. B. NEWALKAR | 


Officer on Special Duty 

B. R. PATEL 
Chief Ac^fuqtant 


Bombay, 24th Dccembar, 1970. 


in 


Central Bank of India 

Statement of Profit and Loss Account for the Period 19th July, 1969 

to 31 St December, 1969 



liXPENUITURE 


Rs. P. 

Rs. P. 

1. 

Interest paid on Deposits, Borrowings, etc. 



8,12,48,445.99 

2. 

Salaries and Allowances 

Contiibutions to Provident Funil 

Bonus to staff 


5,49,01,404.33 

22,54,685.46 

52,52,870.00 

6,24,08,959.79 

3. 

Directors’ Fees and Allowances 

Committee Membeis’ Fees and Allowances 



0 

4. 

Rent, Taxes, Insurance, Lighting, clc. 



1,02,63,087.22 

5. 

Law C’harges 



29,559.88 

6. 

Postage, Telegrams and St.imps 



16,21,008.10 

7. 

Auditors’ Fees ( including Branch Audit fees paid to Statutory Auditors) 


7,06,600.00 

8. 

Depreciation on Banking Company's Propcity 

Repairs to Banking Company’s Propeity 

Other Charges on Banking Company's Propeity 
Depicciation on Furniture and Fixtuies 


1,56,209.64 

1,81,128.63 

1,58,368.43 

15,48,825.71 

20,44,532.41 

9. 

Stationery, Printing and Adveitisements, etc. 



30.85,705.47 

10. 

Loss from sale of or dealing with non-banking assets 



— 

11. 

Other Expenditure 



84,062.60 

12. 

Balance being Net Profit 



47,40,972.87 



Total Rupi.r.s 


16.62,32,934.33 


iVo/c -Particulars of remuneration p.iid to the Custodian (from 19th July, 

1969 to list December, 

1969) 


Salaries 

Allowances 

Contribution to 
Provident Fund 



Rs. P. 

Rs. P. 

Rs. P. 



.32,516.1.1 

5,961.29 

2,709.68 



In terms of our report of even date attached: 

A. F. FERGUSON & CO. 
S. B. BILLIMORTA & CO. 
HARIBHAKTI & CO. 

Bombu}\ 28th December, 1970. Chartered Accountants 


INCOME 


(Jess provision made dm mg the period for bad and doubtful debts and other usual or necessary provisions) Rs. P. 


1. 

Intelest and Discount 

13,96,97,479.02 

2. 

Commission, Exchange and Biokcragc 

2,56,72,079.92 

3. 

Rent on Bank’s Premises (excluding Rent on Premies used by the Bank) 

7,53,345.99 

4. 

Net Profit on Sale of Investments, Gold and Silver, Land, Premises and other 

Assets (not credited to Reserves or any particular Fund or Account) 

_ 

5. 

Net Profit on Revaluation of Investments, Gold and Silver, Land, Premises and 
other Assets (not credited to Reservsc or any particular Fund or Account) 

_ 

6. 

Income from non-banking assets, and profit from sale of or dealing with such 
assets 

1,10,029.40 


Total Rupees 

16,62,32,934.33 


P. KRISHNA IYER 


N. RAMANAND RAO Custodian Officer on Special Duty 


V. M. BHIDE 
BRIJRAJ NARAIN 
V. M. DANDEKAR 
A. H. Ei^IAS 
M. bJARASIMHAM 
G. B. NEWALKAR 


Director.^ 


. B. R. PATEL 
Chief Accountant 


Bombay, 24th December, 1970, 
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Statement of Profit and Loss Account of The Central Bank 
of India Limited for the Period 1st January, 1969 
to 18th July, 1969 Taken Over by Central Bank of India 


EXPENDITURE 

Rs. P. 

Rs. P. 

1. Interest paid on Deposits, Borrowings, etc. 


9,30,44,301.81 

2. Salaries and Allowances 

6,59,77,183 60 


Contributions to Provident Fund 

24.98,277.04 


Bonus to Staff 

62,97,130.00 

7,47,72,590.64 

3. Directors’ Fees and Allowances 

48,985.00 


Committee Members' Fees and Allowances 

2,727.50 



- --- 

51,712.50 

4. Rent, Taxes, Insurance, Lighting, etc. 


1,01,32,981.78 

5. LawChaiges 


73,838.04 

6. * Postage, Telegrams and Stamps 


20,20,096.92 

7. Ainlitors’ Fees (including Branch Audit fees paid to Statutory Auditors) 


47,000.00 

8. Depreciation on Banking Company’s Properly 

1,84,617.18 

Repairs to Banking Company's Property 

1.19,359 85 


•Other Charges on Banking Company’s Property 

2,37,441 87 


, Depreciation on Furniture and Fixtures 

15,25,936.63 



_ —--- 

20,67,355.53 

9. Stationery, Printing and Advertisements, etc. 


36,75,152.89 

10. I^oss from sale of or dealing '.viih non-banking assets 


- 

11. Other Expendituie 


1,32.620.75 

12. Balance being Net Pront 


61,66,021.12 

Totai Ruphls 


19,21,83,671.98 


Note : - PirticLilcirs of iLMnuncration paid to the Chairnian (from Jst January, 1969 to 18lh July, 1969) 
Salaries Allowances Contribution to Bonus 


Rs P 
J9,48J.87 


Rs. P. 
7,238 71 


Contribution to 
Provident Fund 

Rs. P. 
3,290 32 


Rs. P. 
2,032 26 


INCOME 

{less provision made during the pei lod for bad and doubtful debts and other usual or necessaiy provisions) Rs P. 


1. Interest and Discount 

2. Commission, Exchange and Biokerage 

3. Rent on Bank's Piemisos (excluding Rent on Premises used by the Bank) 

4. Net Profit on Sale of rnvestmeiits, Oold anti Silver, Land, Premises and other 
Assets (not credited to Reserves or anv particular Fund or Account) 

5. Net Profit on Revaluation of Investments, Gold and Silver, Land, Piemises anil 
other Assets (not crctlited to Reseives or any particular Fund or Account) 

6. ^ Income from non-banking assets, and profit from sale of or dealing with such 

assets 


15,87.28,247.28 
3,24,74,619.17 
8,45,870 52 


l,i4,935.0I 


Total Rupri.s 


19,21,83,671.98 


N. RAMANAND RAO Custodian 


V. M. BllfDE 
BRIJRAJ NARAIN 
V. M. DANDEKAR 
A. H. ELIAS 
M. NARASIMHAM 
G. B. NEWALKAR 


j 

Dircctoi s 

J 


Bombay, 24th December, 1970, 


P. KRISHNA IYER 
O/ficcr on Special Duty 


B. R. PATEL 
Chief Accountant 
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Indian Overseas Bank 

Directors’ Report: 1969 


THE oiibtanding event of the year 
19G9 in the banking sphere was the 
nationalisation of 14 major Indian 
scheduled c'ommercial banks. The pub¬ 
lic sector banks, including the State 
Bank group, control an estimated 84 
per cent of the aggregate deposits of the 
banking system. Nationalisation has im¬ 
parted a new momentum to the banks 
to reach out to areas and classes 
hitheito uncovered by modem banking. 
Judged by indicators like geographical 
expansion, resource mobilisation and 
functional diversification, the banking 
system as a whole recorded impressive 
progiess during the year 1969. Sche- 
•' duled cxjmmeicial banks oi)cned as 
many us 1337 new branches against a 
total of 1068 branches established dur¬ 
ing 1*967 and 1968 \}ui together. The 
accent was mainly on covering hitherto 
unbanked towns and villages. Depo¬ 
sit resources recorded the liighest ever 
incicase of Rs 621 ciores as compared 
to Rs 458 crores in 1968. bank credit 
rose by Rs 516 ciores against Rs 344 
crores in tlie previous year. Credit 
extension was weighted m favour of 
hitheito neglected sectors like agiieul- 
ture, small-scale industry, small trade 
and the self-employed. With credit 
growing at a faster pace as compared 
to deposits, bunks invested less in gov- 
eninient sccuiities — Rs 100 crores 
against Rs 108 croies in 1968. 

iOB’s Performance 

The Bank’s business and profits in 
^ India and in the countries abroad 
where it operates, viz, Ceylon, Hong 
Kong, Singapore and Thailand, conti¬ 
nued to show satisfactory progress dur¬ 
ing 1969. Deposits and other accounts 
rose by Rs 9.3 crores (or 11.3 per cent) 
to reach the level of Rs 89.7 crores at 
tlic end of 1969. Advances were up 
by Rs 5.8 crores (or 11.5 per ce!it) to 
Rs 56.2 crores and investments increased 
from Rs 20.9 crores to Rs 23.3 crores. 
Expansion of business was reflected in 
higher earnings. 

The working of ‘The Indian .Overseas 
Bank Limited’ for the period 1-1-1969 
to 18-7-1969 and Tndian Overseas 
Bunk* for the period 19-7-1969 to 31- 
12-1969 after providing in full the 
bonus to the staff payable for the year 
1969 and after absorbing the arrears of 
bonus payable for the year 1068 re¬ 
sulted in net profit of Rs 9J24 lakhs. 


The Bank has made a conscious 
eiuleavour to fulfil tlic role assigned to 
it in the new set-up. It has widened 
its area of operations with emphasis on 
covering unbanked centres. In the 
sphere of deposit mobilisation, the ac¬ 
cent has been on mopping up the sav¬ 
ings of the small man. In rural and 
semi-rural areas it takes time to incul¬ 
cate banking consciousness among peo¬ 
ple unaccustomed to deal with a bank. 
Blit wc have achieved a measure of 
success in this direction. We have also 
be«i able to popularise the savings 
habit among large numbers of school 
and college going boys and girls 
through our minor savings scheme. At 
the end of 1969, the total number of 
deposit accounts in the Bank’s books 
exceeded 4.0 laes and seven out of 
(Wery ten accounts had a balance not 
exceeding Rs 500/-. 

The Bank has brought into its fold 
a new class of small borrowers com¬ 
prising retail tradcis, road transport 
operators, artisans and self-employed 
poisons. Lendings to agriculture and 
small-scale industiy have scaled new 
heights. At the end of 1969, advances 
extended to the piiority sectors (vlz^ 
agriculture, small-scale industry, ex- 
poits, road transport operators, retail 
traders, artisans and self-employed per¬ 
sons) accounfed for 45 per cent of ag¬ 
gregate lendings of the Bank in India. 

Finance for Agriculture 

Credit limits sanctioned for agricul¬ 
ture (including fisheries, poultry, dairy 
fanning etc), both direct and indirect, 
increased from Rs 455 lacs in July 
1969 to Rs 663 lacs in December 
1969, a rise of 45.7 per cent in five 
months. During tlie same period, the 
balance outstanding increased by 47.2 
per cent from Rs 337 lacs to Rs 4,96 
lacs. The number of accounts rose 
even more sharply from 13,187 to 
21,830, i e, by 65.5 per cent. At the 
end of December 1969, agricultural ad¬ 
vances formed 10.6 per cent of the 
Bank’s total lendings in India against 
7.5 per cent in July 1969. 

The Bank extends direct assistance 
to farmers in the form of short-term 
production loans (for purchase of in¬ 
puts and to meet cultivation expenses) 
and medium-term development and 
equipment finance (for sinking and 
deepening of wells, purchase of agri- 


cultnial tools and machinery and for 
lanil development). With a view to 
ensure timely availability of farm cre¬ 
dit, the Branch Agents have been vest- 
etl with adequate discretionary powers 
to sanction loan proposals. The cost 
oi finance to farmers was brought 
down by a ieduction of /a per cent p a 
m the rate of interest on agricultural 
advances. For the convenience of 
laiineis, apiilicaliun forms and loan 
dociiinciits have been printed m the 
vaiious regional languages. 

Tfie Bank's iliicct advances to farm¬ 
ers inorc than doubled between July 
and December 1969 and amounted to 
Rs 280 lues at the end of tlie yeai'. 
A gieat inajoiity of the laiuieis direct- 
1> assisted by the Bank were men of 
small means, tlie aveiage amount bor- 
luwed pei account being soniewfiat less 
tliaii Rs 1,300. 

llie gio\Miig involvement ol lOB in 
the laiin sectui has biought piospeiity 
to many a rural Kunily. Tlie Banks 
assistance to the agiicultuiists ol 
i-.uiijbum Valley in Madurai Distiict 
constitutes a case study oi a success 
sloiy. liiliabilctl by piogiessive laiin¬ 
eis icspunsive to new ideas, the area 
suit Cl eU liom acute watei shoitage. 
buccessive iailuie ol lams liad depres¬ 
sed ttie average laimei s standaid or 
living. instead ol two ciops a ycai’, 
he had to rest content with one. 
(Jroweis ol paddy, eonmicrciai ciups 
vegi tahies wcie compelled to shilt to 
the cultivation oi millets like cholain 
winch letclied a lou' iiioiietaiy return. 

Ihc bank made a study ot the pio- 
blcms ol the laimcis m the area, it 
Wtis deal that a big lending elloit was 
ij(‘eded, Jiist, to develop souiecs of 
ininoi iiiigation and, seeoiid, to install 
liiiiiipsets. iOB’^ blanch at Cumbuin, 
opened in Januaiy i969, took up the 
task m riglit earnest. Some 400 lamr- 
eis leceived assistance by way ol term 
credit, repayable in easy instalinerits, 
for sinking and deepening ol wells and 
installing i^umpscts. 

Assnied water supply, thus rendered 
possible, has given a boost to farming 
111 tlie Cumbuin Valley. In the Sep- 
palakottai area, for example, the 
area cultivated by faimer .v^ients 
of the Bank rose more ^Hhan 
fivefold from 38 acres to 194 
acres. Multiple cropping was facili¬ 
tated and production of paddy, vege- 
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tables and other commercial crops re¬ 
corded a significu.it rise. The gross in¬ 
come ot the fanners assisted by the 
i^ank ill this village is estimated to have 
incicased ninefold. 

Mailuiantakani, Komaralingani, Utti- 
ramerui and Kaniyiir aie some of the 
other areas in Tamil Nadu, wheie the 
bank’s ellorts to pioinote (he gieen re¬ 
volution have yielded good lesuits. 

A inajoi shaie ul the bank’s tudiictl 
finanei to agricultine was iceeived by 
SIX Mate Kieetiieity boaids, who weie 
gj anted t<Tin loans to meet tlie cost 
ol X'ojvidjng low U'lision connections to 
laimcis hoin stepdown iioints. Some 
5,100 11 ligation wells have been ener¬ 
gised Lindei the schcincs linanced by 
llie Jiank. Othci types ol indiiect 
linaniing ol agiicultuie iiiclutle cicdit 
loi distiilmlion ol laian miiuts, loi ac¬ 
quisition ol aiicialt loi aciial sxJiaying 
opciiitions .md loi setting iq) ol cus¬ 
tom SCI Vices. 

Tluj bank lias also extensively as¬ 
sisted (“\X)oi t-oi lentetl and other hshi'iy 
units to aequiie meehamsed boats, 
tiawleis and to install e-old stoiagc and 
liee/ing xdanls. 

Credit for Small-Scale Industries 

Small-scale mdustiies get eiedit hy 
way ol l)olh shoit-teun woiking capital 
finance and mediuin-teim Jinanec to ac- 
quiie eaxntal assets lor establishing a 
new N'ciituie oi loi exxjaiision/inoder- 
nisalioii ol an existing unit. 

'Ihe small-scale mdustiics financed 
by lOb lall undei two eategoiies: 

(i) industries which have a laige 
seasonal component like 
casliew processing and fiio 
works, and 

(ii} industiics which aic non-sea- 
sonal 111 ehaiaeter like eiigi- 
1 leering, chemicals, liandlooms, 
etc. 

Advances to tJie fiist cdtcgoiy toucii a 
seasonal low in December and reach a 
peak m May-June. Over the year 
196y, credit absoibed by noii-seasonal 
small-scale industries ruse by bs 149 
lacs (i e by 34 per cent), Uie post- 
nationalisation ineiease being Hs 78 
lacs. At the end oi 1989, the Bank had 
2,415 small-scale mdustiial accounts in 
its books. The share ot small-scale in¬ 
dustries, as a whole, accounted tor 20 
per cent ot the bank’s total lendings in 
India. 

ill exteudmg ciedit to the small pro¬ 
duction sector, the Bank has always 
adoiited a sympathetic approach. The 
prime consideration is the viability ot 
the enterprise seeking accommodation. 


In appiopriate cases, persons with Bt- 
tle capital of their own, save their skill 
and experience, have been assisted to 
set up flourishing small-scale industrial 
units. 

Tlu; Bank has also assisted a number 
of road tiansport operators of small 
means. 

Financing Small Business 

In Oetolx'i 1969 the Bank introduced 
special financing schemes tailored to 
suit the requirements of the less i^rivi- 
leged pioductive sections of society 
like aitisans-, small tiaders and self- 
einployiid persons who had not been 
1)1 ought into (lie fold of the banking 
sysliin. Retail traders were ])eing as¬ 
sisted by the Bank to an extent, but the 
special seheines carried the benefits of 
bank assistance to traders of smallc*i 
and smaller means. 

Small traders of all kinds (including 
petty shop-kcex)er.s, flower, vegetable 
and flint vendors, tea-stall holders, etc) 
and skilled artisans like makers of 
handicTafts, sculiitois, wc^avers, footwear 
manuractuiers, et^, aie eligible for cre¬ 
dit (npto an amount of Rs 5,000) to 
acqniic stock-in-trade, small imide- 
nients, accc'ssoiies and law maleiials. 
There is a sepaiate ecjuipmcait finance 
scheme — a vaiialion of the iJcisonal 
loan w'hieh the Bank pioneered 11 
yeais ago — to assist self-emi)loyed 
persons (like tailors, barbers, taxi and 
aiito-riekshaw drivers, cycle rick.shaw 
pliers, etc) to ai:quire income-earning 
assets. In processing loan applications 
ot small borrowers, the Bank endea¬ 
vours to ensure that no deserving unit 
is denied credit. The schemes provide 
for a build-up of an abiding two-way 
relationship benefiting both the bor¬ 
rower and the bank. 

Financing Export Trade 

Evport business has always received 
a measure of preference in lOB’s ap- 
pioaeh to credit planning. The Bank 
extends credit to exporters right from 
the stage of procurement of raw mate¬ 
rial till the realisation of export pro¬ 
ceeds from abroad. Pre-shipment and 
post-shipment finance is provided at a 
concessionary rate of 6 per cent p a. 
Trade introduction is yet another im¬ 
portant service offered by the Bank. 
The close links forged hy lOB with 
about 300 correspondents in commer¬ 
cial centres throughout the world have 
placed tlie Bank in an advantageous 
position to foster India's export trade. 
In South East Asia, the Bank has its 
own branches at strategically located 


centres. The Bank's abiding interest 
in international trade is evidenced by 
the fact that its turnover of merchant 
foreign exchange business in India and 
abroad exceeded Rs 145 crores in 1969 
against Rs 141 crures in 1968. 

In India, the Bank has sizeable in¬ 
terest in export oriented industries like 
cashew, coir, leather, spices, seafoods, 
tea, textiles and tobacco. The Bank 
has also made available a credit line 
of Rs 1.6 cioies to the Central Bank 
of Ceylon to finance Oiylon’s pftrehases 
from India. 

There is a high seasonal eoiiiponent 
in export advances — as a proportion 
of the Bank's aggregate credit i^ortfolio, 
export credit varied from 22 per cent 
at the height of tlie busy season (May- 
jnne) to 15 per cent at the trough of 
the slack season (October-Novc'mbcr). 

Branch Expansion 

lOB opened 32 branches during 
1969 — 15 of them are in previously 
unbanked centres. Twelve of the new 
blanches aie in Tamil Nadu, five are 
in Punjal), four in Gujarat, three in 
Mysoic, two in Mahaiashtra and one 
each in Andhra Pradesh, Uttar Pra¬ 
desh, W Bengal, Ilaiyana, Goa and 
Di'lhi. At the end ot 1969, the Bank 
had a network ot 209 branches (includ¬ 
ing 4 pay offices) in India, spread 
over 147 centres. Population-wise, the 
centres \vt;re distiibuted as follows: 

rnpiilation No of Centres 

Below 10,000 30 

Al)()ve 10,000 and upto 

25,000 41 

Above 25,000 and upto 

50,000 15 

Above 50,000 and upto 

1 lac 16 

ever 1 lac 45 

Total 147 

In 50 centres lOB is tho only bank. 
The Bank's performance during the first 
nine months of 1970 has been even 
more impressive with a tally of 37 new 
branches — 32 in hitherto uncovered 
centres. 

Five districts of Tamil Nadu, viz, 
Kaiiyakumari, Ramanathapuram, Than- 
javur, Tiruchirapalli and Tirunelveli 
have been assigned to lOB under the 
“lead bank scheme". In^^he districts of 
Quiloh and Trivandrum in Kerala, the 
Bank will play the lead role Jointly with 
another nationalised bank. In these dis¬ 
tricts, the Bank has assumed a major 
responsibility in identifying territorial 
and sectoral credit gaps and initiating 
steps to fill them through extension of 
banking facilities, in co-operation with 
other banks. 
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Staff — Recruitment and Training 

To shoulder and sustain its ejqpand- 
ing volume of business and man its fast 
growing network of branches, the Bank 
has initiated a management develop¬ 
ment programme. 

The Bank’s sta£F strength in India in 
various cadres increased by 404 during 
1969. At the end of the year the Bank 
had a total staff complement of 3376 
persons in India — 633 ofiBcers, 2034 
clerks and 709 messengers. 

Training schemes for oflBcers have 
been reoriented with the accent on de¬ 
velopment of decision-making skills at 
an early stage in their career. Close 
liaison has been established with the 
National Institute of Bank Management 
with a view to upgrade the quality and 
methods of training imparted in the 
Bank’s College. Apart from induction 
courses for probationary officers and 
probationary clerks, the College has 
conducted intensive programmes on fin¬ 
ancing of foreign trade, small-scale in¬ 
dustry and agriculture. 

To supplement the internal training 
programme, the Bank has deputed its 
officers to take specialised courses in the 
Bankers’ Training College, Bombay, the 
Small Industry Extension Training In¬ 
stitute, Hyderabad, the Madras Produc¬ 
tivity Council aqd the Indian Institute 
of Management, Ahmedabad. 

In conclusion, we would like to thank 
the members of the staff at all levels for 
their sincere and devoted service with 
Bank. 

For and on behalf of the 
Board of Directors 

R N Chettub 
Custodian 

J Madras 

22nd December, 1970 


New Cement Plants 

MANDHAR in MP has a 600 TPD 
cement plant which is the first of a 
chain to be set up by the Cement 
Corporation of India, llie site for this 
wet process cement plant was chosen 
because of the lime stone available in 
the vicinity. Another cement plant 
under the auspices of the Tamil Nadu 
Industrial Development Corporation, 
Madras, has been set up at AJangulam 
in Ramanathapuram District. This wet 
process plant has two 600 TPD rotary 
Irilng — the first was put in operation 
in June and the of^er will be commis¬ 
sioned shortly. Th€( cement machinery 
for both plants has been supplied, in¬ 
stalled and commissioned by KCP 
Limited, Madras. 


UHimSTUTIK STAFF COLLEBE OF INDIA 

announces 


A NON-RESIDENTIAL COURSE IN 
BUSINESS ECONOMICS FOR MANAGERS 

(sponsored jointly by ASCI and ASCI ASSOCIATION — 
Western Zone) 

February 18 to 22, 1971 

ELIGIBILITY Persons having at least five years of 

executive experience are eligible for 
participation in this Course. Not 
more than 35 participants will nor¬ 
mally be admitted. 

Organisational sponsorship is 
essential. 

PROGRAMME 

CONTENT INTRODUCTION TO BUSINESS 

ECONOMIC ANALYSIS — Funda¬ 
mental concepts; Role of price 

theory; Models of decision-making — 

MACRO ECONOMICS — National 
Income accounts; Structure of Indian 
economy; Planning in India; Industrial 
licensing policy of the Government; 
Monetary and fiscal policies of the 
government — INTERNATIONAL 
ECONOMICS — Theory of Inter¬ 
national Trade; Export promotion 
case studies — THEORY OF A 
FIRM — Theory of Production; 
Pricing mechanism in the different 
market economies; Capital theory and 
investment planning; Behaviour under 
uncertainty — QUANTITATIVE 
TECHNIQUES IN ECONOMIC 
ANALYSIS. 


FEES 

LAST DATE 

FACULTY 


Rs. 500/- per participant to cover 
tuition, course materials, books, tui¬ 
tion and working lunch every day. 

Completed nomination forms, along 
with the Course fees, should reach 
the College by February 5, 1971. 

1. Dr. Vi jay Kelkar 

2. Dr. S. Subramaniam 


For brochure and nomination form, please write to : 

Shri E. T. Fernandez 

Programmes Officer 
Administrative Staff College of India 
Bella Vista, Hyderabad-4. 

(Grams: BELLAVISTA — Phone: 

36952/56 — Telex: 015-390) 
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Dena Bank 

Bombay 

Profit and Loss Account for the Period from 19th July, 1969 

to 31st December, 1969 



EXPENDITURE 

Rs. P. 


INCOME 

Rs. P. 

1. 

Interest paid on Deposits, Bor- 


1. 

Interest and Discount 

3,94,35,915.97 


rowings, etc. 

2,16,59,152.65 




2. 

Salaries, Allowances, and Pro- 


2. 

Commission, Exchange and Bro- 



vident Fund, etc. 

1,44,42,473.06 


kerage 

36,53,442.10 

3. 

.Depreciation on and Repairs to 


3. 

Rents 

91,176.09 


Banking Company’s Property 

6,92,012.28 




4. 

Stationery, Printing, Advertise- 


4. 

fneome from Non-Banking As¬ 



“ rnents, etc. 

14,95,803.96 


sets and Profit from Sale of or 


• 




Dealing with Such Assets 

Nil 

5. 

Other Expenditure 

45,38,924.49 

5. 

Other Receipts 

10,79,235.98 

6 . 

Balance of Profit 

14,31,403.70 





Total 

4,42,59,770.14 


Total. 

4,42,59,770.14 


\ 

- . . 





• 






Profit and Loss Account of Dena Bank Limited for the Period from- 
1st January, 1969 to 18th July, 1969 Taken Over by Dena Bank 



EXPENDITURE 

Rs. P. 


INCOME 

Rs. P. 

1 . 

Interest paid on Deposits, Bor¬ 
rowings, etc. 

2,51,70,040.30 

1. 

Interest and Discount 

4,47,84,976.89 

2. 

Salaries, Allowances, and Pro¬ 
vident Fund, etc. 

1.70.19,882.36 

2. 

Commission, Exchange and Bro¬ 
kerage 

53,61,989.72 

3.. 

Depreciation on and Repairs to 
Banking Company’s Property 

6,28,472.53 

3. 

Rents 

1,01,280.10 

4. 

Stationery, Printing, Advertise¬ 
ments, etc. 

21,17,199.34 

4. 

Income from Non-Banking As- 
.sets and Profit from Sale of or 
Dealing with Such Assets 

Nil 

5. 

Other Expenditure 

49,86,276.90 

5. 

Other Receipts 

13,05,694.94 

6. 

Balance of Pro^t 

16,32,070.22 



N. 


1 Total 

5,15,53,941.65 


Total 

— 

5.15,53,941.65 
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Dena Bank’s Progress 


THE bank registered satisfactory all 
round progress during 1969. As com¬ 
pared to 28 new branches opened in 
1968, the bank opened 44 branches 
during 1969, of which 32 were in ru¬ 
ral centres with population below 
10,000. At thi* end of December 1969, 
the bank had 258 branches distribut¬ 
ed among 12 Slates and three Union 
Territories of Delhi, Goa and Dadra 
& Nagar Haveli. Of the total number 
of branches, 134 i e nearly 52 per 
cent were in rural and semi-urban 
centres with population of 1 lakh and 
below. 


Deposits 

The total deposits of the bank on 
31st Dtcember 1969 stood at Rs 135.61 
crores, recording aa increase of Rs 
13.73 crores or 11.3 per cent over the 
deposits as on 31st December 1968. 
However, if inter-bank deposits weie 
excluded, the percentage increase in 
total net deposits during the year 1969 
was approximately 18.8 per cent com¬ 
pared to the rise of 14.7 per cent in 
the case of all scheduled commercial 
banks. The total number of deposits 
accounts increased by 87,000 to 
6 , 88 , 000 . 

Minors’ Savings Drive 

With a view to giving a fillip to the 
bank’s Minors’ Savings Scheme and 
inculcating the habit of thrift and 
saving among children the bank spon¬ 
sored Minors’ Savings Fortnights in 
Bombay and Delhi to synchronise with 
the Gandhi Centenary celebrations. The 
Fortnights evoked enthusiastic res¬ 
ponse. 


Advances 

The total advances showed a rise 
of 16.4 per cent from Rs 74.07 crores 
to Rs 86.15 ciores during the year. 
The rise in total bank credit for all 
scheduled commercial banks during the 
year was 16.8 per cent. The number 
of loans and advances accounts rose 
from 16,000 in 1968 to 27,000 at the 
end of December 1969. 

Advances to Priority Sectors 

Dena Bank’s advances to the prio¬ 
rity and neglected sectors of the eco¬ 
nomy as at the end of December 1969 
aggregated Rs 29.09 crores and ac¬ 
counted for 34 per cent of the bank’s 
total ::Jvances as shown in the Table. 

Raipur Project 

An outstanding event in the field 


o( agricultural financing by the bank 
during the year was the launching of 
the Raipur Project for augmenting 
agricultural output in the Raipur Dis¬ 
trict of Madhya Pradesh during the 
Khanf season 1969. This production- 
oriented pilot scheme initially covered 
4 blocks :md short-term loans in cash 
and kind to the tune of Rs 10.5 lakhs 
were given to 1,400 farmers. 

Retail Trade 

The terms and conditions govern¬ 
ing extension of credit to small traders 
were liberalised with a view to step¬ 
ping up bank’s advances to this sec¬ 
tor, particulaily in the non-urban 
centres with a population of 50,000 
and below. Retail Traders dealing in 
all t>pes of durable consumer and 
producei goods were made eligible 
under the Scheme. Guidelines were 


issued to the Branch Managers on the 
principles, priorities and methodology 
of retail trade financing. 

Peoples’ Loan Scheme 

The bank introduced towards the 
end of the year a new Scheme called 
the Peoples’ Loan Scheme designed to 
help the common man. The Scheme 
sought to enhance the income-earning 
capacity of the people by helping them 
through credit facilities to engage in 
some productive activity. Self-employ¬ 
ed pci sons such as artisans, carpenters, 
blacksmiths, goldsmiths, cobblers, 
hawkers, vendors, and small business¬ 
men, service shops and repair shops, 
transport operators etc could avail of 
loans upto Rs 2,000/- under this 
scheme lor purchase of tools, equip¬ 
ment etc and also for working capi¬ 
tal. 


Table 




No of 

Limit 

Out- 

% to total 



A/cs 

(Rupees 

standing 
in Lakhs) 

Advances 

1 

Advances to Agriculture 
(a) Direct Finance 

10151 

410 

313 



(b) Others 

593 

316 

106 




10744 

726 

419 

5.0 

2 

Advances to Small-scale Industries 
(excluding Road Transport Opera¬ 
tors) 

3487 

3272 

1380 

16.0 

3 

Advances to Road Tiansport Ope¬ 
rators, Taxi, Scooter, Rikshaw Dri¬ 






vers etc 

172 

66 

49 

0.6 

4 

Advances to Retail Trade & Small 
businessmen 

1877 

799 

423 

5.0 

5 

Advances for Exports 

276 

1334 

608 

7.0 

6 

Advances to professional & Self- 
cmplcnjed persons 

526 

19 

15 

0.2 

7 

Educational Loans 

58 

22 

15 

0.2 


TOTAL 

17040 

6238 

2909 

34.0 


ADB Loan for Fisheries in Pakistan 


THE Asian Development Bank recently 
approved a $6.73 million loan to the 
Agricultural Development Bank of 
Pakistan (ADBP) for a fisheries deve¬ 
lopment project. 

Development of the fishing industry 
is of special significance for Pakistan 
because fish constitutes an important 
food item of relatively low cost and 
high nutritive value. It is also promis¬ 
ing to become an increashigly valuable 
source of foreign exchange. 

The fisheries development project 
will promote fish production in West 
Pakistan through mecham'sation of fish¬ 
ing vessels and provision of filling 
gear. In East Pakistan wastage of fish 
will be reduced through the construc¬ 
tion of cold storage and ice-making 


plants with insulated fish and Ice car¬ 
riers. The ADB loan will cover the for¬ 
eign exchange cost of importing 400 
marine diesel engines and fishing gear, 
including nylon twine and rope for 200 
gillnetters and 200 shrimp trawlers in 
West Pakistan. ’The engines and the 
equipment are to supplied to sub-bar- 
rowers through the ADBP with the 
assistance of the Karachi Fishermen's 
Co-operative Society, and fishermen’s 
co-operative societies in Balnchistan. 
The loan will also cover the foreign 
exchange cost of providing, in East 
Paki.stan, five cold storage installations 
with deep freezing facilities, related ice 
plants and insulated carrier vessels, and 
10 independent ice-making plants for 
private sub-borrowers. 
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Union Bank of India 

A Progress Report 

Union Bank of India have published their Accounts for 1969 and the Directors’ 
Report for that year. The following are the highlights of the Report: 


Working Results 

Despite the rise in operational expenses and load 
of branch expansion, the operational results of the 
Bank for the year 1969 continued to be satisfactory 
and showed a net profit of Rs 32.42 lacs. A marked 
improvement in the working results during the post¬ 
nationalisation period of the year was observed. Out 
of the net profits, Rs 8.75 lacs were transferred to 
the Reserve Fund and an amount of Rs 15 lacs was 
. provided for bonus to staff. The balance of Rs 8.67 

* lacs was transferred to the Exchequer. 

Deposit Growth 

The deposit growth of the Bank compares favour¬ 
ably with the overall deposit mobilisation in the bank¬ 
ing industry. Deposits increased from Rs 115.21 cro- 
res at the end of the year 1968 to Rs 133.10 crores 
at the end of the year 1969. To step up the tempo 
of deposit mobilisation, the Bank intioduced a num¬ 
ber of schemes, one of which was a cash card known 
as ‘Unicard’. 

Branch Expansion 

Tlie pace of branch expansion was faster during 
the year under review than in the previous year. 60 
branches (4f> in the previous year) were opened, of 
which 39 were in rural and semi-urban centres. The 
Rank was allotted five districts under the lead bank 
scheme and the surveys were completed within the 
stipulated time. To fulfil its responsibilities in lead 
districts, two ‘lead offices’ are being set up. 

Assistance to Priority Sectors 

The Bank’s assistance to priority sectors, viz, agri¬ 
culture, small scale industries and exports showed a 

I remarkable increase during the year. Several new 

• schemes were introduced by the Rank to assist the.se 
sectors. 

Total limits granted to agricultural and small scales 
sectors which stood at Rs 10 crores in 1968 rose to 
over Rs 26 crores as at the end of December, 1969. 

Agriculture 

Total credit limits to the agricultural sector which 
stood at Rs 3.12 crores as at 31st December, 1968 
• rose to Rs 9.38 crores as at the end of December, 
1969. Outstandings increased from Rs 1.83 crores to 
Rs 4.43 crores. Sanctioned limits for direct finance 
to agriculturists which stood at R.s 2.34 crores as at 
July, 1969, rose to Rs 4.22 crores as at the end of 
December, 1969. In terms of outstandings, direct 
finance to agriculture rosd^rom Rs 1.06 crores as at 
July, 1969 to Rs 2.65 crores as at the end of Decem¬ 
ber, 1969. The number of .small farm accounts which 
stood at 2,845 as at July 1969 rose to 7,101 as at the 
end of Decein^r, 19W. 

Besides avistance to agriculture by way of direct 
finance, the Bank helped the agricultural sector 


through indirect financ'<*s in a very large way. Out of 
the total limits of Rs 3.80 crores sanctioned by way 
of indirect finance, Rs 1.56 crores accounted for fin¬ 
ance for distribution of agricultural inputs. The Bank 
lent its assistance to plantations, dairy and poultry 
farming, piggery and fi.sheries, which accounted for 
limits aggregating Rs 1 crore as at July, 1969. This 
LOinmitment rose to Rs 1.36 crores as at the end of 
December, 1969. 

Wells and Plantations 

Through the consortium foraied hy the Agricultu¬ 
ral Finance Corporation, the Bank assisted various 
State Electricity Boards in their minor irrigation sche¬ 
mes, particularly energisation of wells. A consortium 
arrangement for financing plantation development in 
Kerala through the Plantation Development Corpora¬ 
tion sponsored by the State Government has also 
been finalised by the Bank. 

Small Industries 

The total credit limits gi anted by the Bank to 
small scale industries rose from Rs 6.78 crores as at 
the end of Dcccmb<;r, 1968 to Rs 16.67 crores as at 
the end of December, 1969. The number of units fin¬ 
anced incicascd from 807 to 1,696 as at the end of 
December, 1969. 

Self-Employed 

Since nationalisation, the Rank has introduced a 
number of new schemes for providing assistance to 
small traders, .self-ernploycds, students and the com- 
j iiion man. The schemes primarily aim at cncourag- 
I ing sclf-cmploycds. Credit limits to road transport 
operators and taxi, scooter, auto-rickshaw drivers and 
persons plying l)oats and barges ros<* from Rs 7.92 lacs 
as at July, 1969 to Rs 16.94 lacs as at the end of 
December, 1969. 

Export 

The Bank continued its active participation in ex¬ 
port biisin(\ss during the >car under review. The 
total volume of export limits granted by the Bank rose 
from Rs 17.13 crou's as at the end of December, 1968 
to R.s 19.98 crores as at the end of December, 1969. 
'l1ie e.xport advances outstanding comprised about 18 
per cent of the Bank’s total advances. The total 
(jiiuntum of export bills received for collectiofi during 
tlie year amounted to Rs 156 crores. 

In other words, 11.5 per cent of the country's 
exports were financed by the Union Bank. 

Liquidity 

The Bank continued to maintain a good level of 
liciuidity which at the end of the year under review 
stood at 39.7 per cent. The investments in Central and 
Slate Governments and other trustee securities 
creased from Rs 24.43 crores in 1968 to Rs 33.67 ^ 
crores as at the end of December, 1969. 
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PROIVT TD£ CHAIR 


The Ballarpur Paper and Straw Board Mills Ltdi 


Speech of the 


THE following is the Speech of Mr 
L M Thapar, Chairman and Managing 
Director, The Ballarpur Paper & Straw 
Board Mills Limited, delivered at the 
Twenty-fifth Amuial General Meeting 
held on December 30, 1970: 

Gent lemiin. 

Today, for the first time, after my 
assuming the office of the Managing 
Director of your Company, I extend 
you a cordial welcome to the 25th An¬ 
nual General Meeting. 

1969-70 has been a significant year 
in the growth and development of 
your Company. .\s jou will see from 
the Annual Report and Profit and Loss 
Account, alr(‘ady distributed amongst 
you, w'orking results of tln^ erstwhile 
“Shite Gopal Paper Mills Limited” 
have been fully incorporated therein, 
as Shroe Gopal has completely merged 
into the Company with effect from 
July 1, 1969. Our family ol share- 
holdcTs today has grown in size and 
stature and I am sure, the future years 
would justify the trust and confidence 
that you have reposed in the Manage¬ 
ment in accomplishing their task. 

Your Directors, after careful conside¬ 
ration, have recommended stepping up 
of tht‘ rate of dividend this year on 
Ordinary Shares to 15 per cent from 
127 j per cent in the previous years. 
This is, as it should be, sharing the 
prosperity of the Company with hun¬ 
dreds and thousands of investors locat¬ 
ed throughout the length and breadth 
of the country. Generating ‘surpluses* I 
have always considered as one of the 
most important objectives in corporate 
management, for this alone can result 
in a chain reactimi of higher incomes, 
savings and investment and employ¬ 
ment which is so essential for the so¬ 
cial and economic upliftment of our 
community. 

Our endeavour tliroughout the year 
has been to increase productivity and 
seek economies of scale tlu-ough scien¬ 
tific management of men and machines. 
As a result, production of paper dur¬ 
ing the year increased to 92 thousand 
tonilbs. Of this Ballarpur Division 
produced over 51 thousand tonnes 
against 48 thousand tonnes in the pre¬ 
vious year, representing an increase of 


Chairman and Man 
Mr L M Thapar 

3 thousand tonnes. Shree Gopal Divi¬ 
sion accounted for the balance produc¬ 
tion figure of 41 thousand tonnes. 

At the macro level of the industry 
as w'cll, the production of paper has 
appreciably gone up to over 7 lakh ton¬ 
nes. But this does not seem to cope 
with the existing demand for paper in 
the country-. As it generally happens 
in a subsistence economy like ours, 
the supply gap appears to have been 
magnified beyond recognition, resulting 
in a general psychosis of shortages and 
Iiigher prict^s and harassment for the 
paper consumers. It is undoubtedly 
an imlortunatc situation, though not of 
the industry’s making. 

shortage of paper to-day is not 
of a gt^eral nature. As the market re¬ 
ports would indicate, it is, more or less, 
confined to certain si^ctions of paper 
alone, lik(‘ writing and printing papers. 

A number of factors have crunbined 
to bring about this situation in the 
country. 

W(* no longer received paper as a 
gilt from foreign countries. Oiir paper 
now' sells abroad, in the East and West 
Asian Markets. And Government con¬ 
tinues to buy over 20 per cent of the 
total paper production. Newsprint be¬ 
ing in short supply, newspapers and 
pc^riodicals now take away a fairly big 
slice of the white printing and writing 
papers. Lastly, whereas demand for 
]:)aper has been increasing by about 10 
per ei'iit per annum, the rate of in¬ 
crease in output has been hardly 7 per 
cent. 

Of thes(i various contributory factors, 

I cannot think of even one which we 
can dispense with straightaway to re¬ 
lieve pressure on the existing supply 
position. The only alternative, there¬ 
fore, is to break the supply bottleneck 
by increasing production. 

I may mention here, it is not as if 
wc have been caught unawares by the 
existing gap in paper production. The 
Industry did warn everybody about it 
well in time and, I am sure, had the 
Government been a little more sympa¬ 
thetic towards the working of the paper 
mills in mid-sixties, the country would 
not have been faced with present pre¬ 
dicament. 

Be that as it may, your Company 


:ing Director, 


along with the other units in the paper 
industry have embarked on a “crash 
programnio”, as an emergency meas¬ 
ure, to increase the paper output fur¬ 
ther by speeding up the existing machi¬ 
nes. I am afraid, its impact may not 
he felt in tlie market before the end 
of the next year. There is always a 
time lag between the procurement of 
machinery and equipment from local 
and foreign sources and the actul .out¬ 
put. But what makes matters worse 
is that even at this time the industry 
is required to go through the same old 
procedure of publicising requirements 
of machinery and equipment locally and 
then after a lapse of over a month, 
make an application to the authorities 
concerned for importing it from abroad. 
It is a highly time consuming process. 
And in the overseas markets also one 
cannot just buy things off the shelf. 
Wc have to wait and take our turn. 
The net result of all this is precious 
tiiiK! wasted which neither the industry 
nor the country can afford to do, par¬ 
ticularly under the present circum¬ 
stances. 

In any case, you would hear in mind, 
the “crash programme” is merely a 
stop-gap measure and it is expected to 
increase the existing paper production 
marginally by about 1.3 lakh tonnes. 
It may, at best, result in a delicate 
balance in supply and demand in 1972. 
The long-term solubon of the problem 
would be to push through all the pre¬ 
liminary measures now for creation of 
furthi^r new capacity for paper produc¬ 
tion. 

Regrettably, at a time when the cry¬ 
ing need of the hour is production and 
more production, the Central and State 
Governments do not seem to have pro- 
ix:r appreciation of the industry's pro¬ 
blems and the formidable challenge 
confronting it. All these years we 
have been trying to impress upon the 
authorities concerned, to evolve an in¬ 
tegrated paper policy so that the in¬ 
dustry may be able to play its assigned 
role in the national Aeconstruction. The 
other day, 1 was readiog through die 
editorial comment pf a leading oom- 
mercial weekly wherein it had been 
mentioned that “if the Government has 
bungled because of sterile doetriaaiie^ 
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considcrj|tions'\ the private sector should 
have risen to the occasiop **to serve 
the community better at a time of scar¬ 
city of such a vital item of consumption 
as paper.” Much as we would have 
liked to “rise to the occasion”, the in¬ 
dustry is unable to do so because of 
a number of limitations. Government 
having occupied almost all the com¬ 
manding heights of the ec'onomy and 
with a plethora of outmoded controls, 
the industry cannot just go on its own 
to correct the imbalance in the demand 
and supply mechanisn*. 

The industrial policy of the Govem- 
nicmt is one of the major factors im¬ 
peding growth to-day. Its irrational 
preiiulice against large industrial orga¬ 
nisations — our largest paper mill does 
not produce even half of the output 
a paper unit in the West — has 
blocked new investment in the industry 
and kept tluj more experienced entre¬ 
preneurial class at bay. No note has 
been taken of the fact that if the largo 
industrial h()us<^‘s had not acted with the 
dynamism and extraordinary sense of 
adventure, which they have undoubt¬ 
edly shown despite the constraints of 
the licensing system, we might nevei 
have achieved the present stage in the 
industrial and economic growth of the 
country. Many of the enterpiises they 
initiated during the last 20 years have 
become the piide of the nation today. 
They have demonstiated a vigour and 
vitality worthy of any industry in the 
most developed countries. 

In a developing country like ours, 
it is but natural that new indr.strial 
activity is pioneered by a simill num- 
. ber of business organisations. These 
f are the trail-blazers whose lead is fol¬ 
lowed subsequently by others in in¬ 
creasing numbers. In the early stage 
of development of any industry, there¬ 
fore, there will be only few business 
units, but the position changes with 
the development of the demand for the 
product and subsequent entry of the 
new units into the same field of pro- 
ductidh. The much abused term 
“monopoly and concentration of econo¬ 
mic power” therefore represents only 
a stage, an inescapable stage at that, 
in the early stages of industrial develop¬ 
ment of a country. This has bee^^e 
experience of most of the advanced 
countries. 

We must take note of the fact that 
today 80 per cent o( the paper pro¬ 
duced in the country lis accounted for 
by the larger units. They alone have 
, the resources, managerial skill and the 
^ know-how to produce paper on large 
scale and at relatively lesser costs to 


the economy. To put restrictions on 
the development and diversification of 
these organisations would be tant¬ 
amount to depriving the whole eco¬ 
nomy of the necessary thrust and vita¬ 
lity which it badly requires at present. 
It is only when we produce more, eflfi- 
ciently and economically, can the con¬ 
sumers hope to get a fair deal. In 
this context, therefore, growth must 
have the overriding consideration with 
the Government. We, in the industry, 
would be only too glad to sit with the 
authorities to identify the constraints 
and devise effective mechanism to over¬ 
come them. I am confident the indus¬ 
try would not be found wanting. 

The paper incluslry in this country 
has a tremendous potential for develop¬ 
ment. A nation's prosperity today is 
judged by the standards it has achieved 
in consumption of paper and allied 
products. In India, the per capita con¬ 
sumption of paper is less than 2 kilo¬ 
grammes per annum and it compares 
very unfavourably with the developed 
countries of the West like the United 
States where the consumption per head 
Is approximately 200 kilogrammes. I 
believe we should be able to plan to 
catch up with the US standards in the 
next 50 years and raise the country's 
paper production by at least 300 times 
to about 130 to 140 million tonnes 
from the existing figures of 0.7 million 
tonnes. 

This may appeal to In; a utopia to 
some, but it is certainly a target which 
\se can hope to achieve in the future 
years. Technology is changing fast 
and new high yield pulping techniques 
aie bring developed all over the world. 
In addition to bamboo, there are other 
unconventional raw materials like 
bagasse, hard woods, etc, which can be 
systematically utilised for paper mak¬ 
ing. Therefore, in the coming years 
there are distinct possibilities of our 
producing paper which will raise our 
country's consumption rate closer to 
tliat obtaining in the developed coun¬ 
tries. The industry needs support and 
understanding to meet this challenge 
of the coming decades. 

Paper is a consumer industry; but 
what is very often overlooked is that 
the industr>’ is also highly capital-in¬ 
tensive. It requires about Rs 325 
crores to raise the installed capacity 
from the existing level of 7.6 lakh ton¬ 
nes to 11.3 lakh tonnes by 1973-74, as 
has been envisaged by the Planning 
Commission. At the existing rates of 
interest the cost of raising this capital 
is very high and the industry can hard¬ 


ly bear it. The financial insUtutiops 
would do well to be a little more ac¬ 
commodating in tliis regard, as also in 
the matter of debt equity ratio. They 
may also consider granting longer debt 
repayment periods to the industry. 

The industry has also got to find 
resources from within for development. 
But its capacity to do so is very much 
restricted with mounting prices of al¬ 
most all kinds of inputs. Ever increas¬ 
ing royalty rates on bamboo and the 
prices of other forest products have 
now become perennial problems of the 
industry. The prices of chemicals like 
chlorine, caustic .soda, rosin and dyes 
have also l^^cn on the increase. Elec¬ 
tricity ratios, transportation costs and 
wages have gone iqi and this has in¬ 
evitably resulted in an increast; in the 
cost of production. To meet this situa¬ 
tion, I consider that the industry will 
have to adjust sale prices, so tliat it is 
in a position to ploughback its earnings, 
generate resources for future expansions 
and attiaet new capital into the indus¬ 
try. I may mention here that although 
control on paper has been lifted, there 
is still an understanding with the Gov¬ 
ernment by which pi ices cannot be 
raised except with the approval of the 
authorities. 

Closely linked with the cost of pro¬ 
duction is the forest policy pursued by 
the respective State Governments. I am 
not sure whether we can really call it 
a policy, for its only effect has been 
untold harassment of the industry, 
year after year, with all the attendant 
consequences. In the past, the practice 
was to lease out forests for periods ex¬ 
tending from 15 to 20 years. But the 
present practice is to grant leases for 
very short periods only and every time 
the question of renewing of lease comes 
up the State Governments take full ad¬ 
vantage of the situation and demand 
higher royalties. During the last few 
years, the royalties have thus increased 
considerably. Since raw material con¬ 
stitutes about 30 per of cost of 

production, increase in the royally rates 
directly results in cost-push inflationary 
pressures, which I am sure, Govern¬ 
ment would very much like to keep in 
cheek. Time and again, die Planning 
Commission and the Union Ministry of 
Industry have pointed out to the State 
Goveniments the need for adopting a 
unifomi policy in respect of the fixa¬ 
tion of royalties and the length of leases 
of forest areas to the industry. But'tiq- 
thing appears to have been done so 
far in this direction. For the industry, 
it is of utmost importance that the State 
Governments arrive at some kind of 
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consensus so that the forest leases and 
royalty rates arc linked up with the 
prices of white printing paper and 
these do not exceed a specified per¬ 
centage. 

The paper industry is passing through 
an extremely critical stage in its 
growth. T am confident, given tlie ne¬ 
cessary co-operation and goodwill 
from olTicial and non-official sources, we 
should he able to steer our way clear 


of all the difficulties to usher in an era 
of affluence. 

Heforc I conclude, I would like to 
convey my thanks to all workers, mem¬ 
bers of the staff and officers, both at 
the Mills and the Head Office for tlieir 
co-operation and devotion to work and 
1 hope they will show the same spirit 
of loyalty and hard work in the coming 
years. As you know, I have worked 
with them for the last sixteen yeais 


and I can asstire you that the affairs 
ol your company are in excellent 
hands. 

I thank you very much for coming 
to the meeting and listening to me so 
patiently. 

Note : This does not purport to be 
a record of the proceedingi 
of the Annual General Meet* 
ing. 





7-YEAR NATIONAL SAVINGS CERTIFICATES 

are an excellent investment. They offer tax-free interest of 5%. 

But if you belong to the higher income group ( as shown below ), 
your effective rate of interest works out to . 
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Rs. 20,000 i 
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Rs. 40,000 m 

' 9.39% 
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JMagK Moments 



tiQkt'OutoT ' 

Just a little Magic in a bucket of water. And, wonderful 
things happen to your washing. Each grain of Magic 
IS power-packed to dissolve instantl y in water. A 
rich active lather works at super-speed. Rinsing is so 
much faster too. And, your washing ends up Ultra White. .• 

Ultra Bright. What mere could a housewife wish for I 

A single wosh...your clothes ore bright 

A single wosh...tbey're Magic White! 
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If everyfNidy designed 

switchboards like these 
maintenance engineers 
would have a 
break 




But everybody doesn’t. So maintenance engineers sometimes 
touch breaking point. How about you? You have the option 
to install an L&T switchboard and make downtime disasters 
a thing of the past. How can you be sure an L&T switchboard 
won’t strike work? It can’t. It’s completely compartmentalised. 
You can inspect any section without switching off the entire 
switchboard. That means easy accessibility. Easy maintenance. 

What’s more, an L&T switchboaio feels at home almost any¬ 
where—in dusty, moist and corrosive conditions. Thanks to 
effective gasketing and^ special surface treatment like degreas- 
ng, phosphatising, si^ay painting. And of course you have 


other things thrown in when you take an L&T switchboard— 
things like interchangeability, flexibility, safety, easy extension 
at site, superb surface finish. 

But before you write to us, you ought to know one fact 
about us. We don’t expect your requirements to suit our 
switchboards. We expect switchboards to suit you. That’s why 
we have such a range of standard designs. And that goes for 
motor control centres as well. But whatever we say, only install¬ 
ing is believing. Once you install an L&T switchboard you’ll 
find it looks after itself so well, you’ll think there’s a built-in 
maintenance engineer behind its elegant sheet steel enclosure. 


Switchgear Division 

LARSEN & TOUBRO LIMIITED 

P.O. Box 278, Bombay I • P.O. Box 619, Calcutta 16 • P. Bag 5247, Madras 2 • P.O. Box 323,New Delhi 1 
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Spinning sugar 
at the speed it needs? 
Or is yours 
another problem? 


r 1 




Speed control determines the quality of sugar 
So that's something Siemens are really sticky aboui^ 
Siemens sugar-contrifuge motors with automatic 
controls maintain the precise speeds needed for 
each cycle (And in the process, separate that very 
rummy substance—molasses') 

The 4-5 month span of the crushing season is 
crucial The smallest delay or breakdown can send 
everybody into a spin' To ensure continuous 
operation, the Siemens projects engineer selects 
motors of the correct duty and design for the 
different stages of production. No wonder 
Buckau-Wolf, Walchandnagar Industries, KCP, 

Port Engineering, Triveni and other sugar machinery 
manufacturers rely on Siemens Whether it's 
sugar, mining, textiles, steel or cement, 
a Siemens projects division engineer is thoroughly 
conversant with the technology, processes and 
machinery of the industry he handles. 

And he is backed by a chain of specialists 
Siemens research in Germany helps us design 
sophisticated products to meet the needs of the 
future.Our manufacturing plants in India give us 
products tailored to indigenous requirements. 

Our erection department translates into reality 
the plans conceived by the project engineers, 
dovetailing with the plant's over-all installation 
and commissioning schedules. 

Siemens are at home in modern industry — 
with electricals that form an integral part of its 
technology...electricals that are the pulse beat 
of the project. 



Sugai centrifuge rnotors 


Siemens India Ltd . 

Head Office: 

134 A Dr. Annie Besant Road, 
Bombay 18 WB. 


Then talk it over with Siemens 
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EASUN for INDUSTRIAL 

PR 06 RESS throngh Eleetrieal 
Heehanical and Stmetnral 
Equipments & many 
other serviees 


■ HHE Power and Distribution 
Transformers 

■ Easun Ottermill Switchgear—Oil 
Circuit Breakers; Air Circuit 
Breakers; Industrial and Cubicle 
type Switchboards; Fuse Switches; 
Distribution Fuse Boards; Combined 
Fuse Units fitted with Fuse Switches; 
Overhead—Standard and miniature— 
Busbar Trunking; Rising Mains 

and Isolators 

■ Allis Chalmers Power Equipment 

■ CCI Tropodur Cables and Wires 
^ F & G Cables 

■ WMW Machine Tools 


■ Electrical Stampings 

■ Marine Engineering Equipment and 
Services 

■ Complete Industrial Electrification 

■ General Engineering and Structural 
Services 

■ Domestic. Rural, Industrial and 
Public Water Supply Systems 

■ Pumps, Motors and Chlorinating 
Equipment 

■ Design, erection, supply, 
commission, testing, after-sales 
service and project consultancy, 
including complete substation 
work upto 220 kV. 
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Sion to rc-c.stablish a (loniinant Ctnlie 
whieh will, bowfvei, 'i(»t siiii|)l\ ilnmi- 
nate but also lej^itirnlse its clummauce 
by a it‘eoul ol pi'iloinumn’. I lie mi' 
divided (^)ii^iess had tailed to inaKe 
its doiniiiaiKe lei^itimate, t < iall> 
aft<*r the de.ith «jf \ehiii 

Then ■ sediis to he an iiuxoiahh* lo- 
Kie ()l diV<lnpinenl, as it weie (eitiiii 

inevitable ‘sta^^es’, in the uiowlli ul a 
deiiloei.K y m .i pcMii and nndeideve- 
l()l)ed society In its liisl sfaiv, '\hi'n 
problems ol intt 1^1 .ition and .issiimla- 
tion of a vast x’<‘>dominate, the 
idi*olo^ieal tin list ol the system — its 
consensus IS honiul to he Ventnst'. 
As intei^iation becomes mmI and the 
Sights ai<‘ lilted to moie xnessiii^ pio- 
bleins ol econoniiu iioluy .uid soei i! 
justice, lh(‘ iK'ed loi a leltwaid move- 
ineiit ol the dominant ideology he- 
C()iiH*s unavoidabh*, llu* lesult is a ‘lelt- 
of-centie’ consensus. During this phase, 
which India has ciiteied since the- mid¬ 
dle ol the sixties hut yyliich became a 
matte] ol (oTisc lolls ailicnlation only 
aftei the IhiiigaloK' session tA the Con¬ 
gress, the dominant paitv still sets the 
pace, m hut it steals a maich over 
other lelt jiaities yyhich aie lonnd to 
continue 111 .1 state ol liagmentalion 
and disoi ganisation, \yhiK* the iighlist 
loices eonsolul.ili* and mount a i on- 
frontation yyith the ctntie It is only 
latcM, as this coniiontation Ioilcs a 
still luilhi’i h'ltyyaul thiiist ol the pait> 
ill power and a leal iiolarisatioii 
comes into elhcl that the toimtiy 
enters the stages ot a thoico between 
two altcin.ilivi* sets ol piogiammes cind 
lK)lici<“s lepiesentcd h\ two altcinalivi; 
paitics Ol coalitions 

'llu^ IVJTI election has to he iindei- 
.stoc)d m the light ol this yy ider undc‘i- 
slanchng ol the* social dynamics ol po¬ 
litical demociacy. It yyill he iiii elec¬ 
tion yyhich yyill c’lthcT ic‘-c'st.il)hsh the* 
domm.mec* ol a i c'Vit.ilised lc*l t-of-ecn- 
tie ( 'oiigi (‘ss(H) Ol distnil) the* seejnence 
ontlmc'd heie vuul i)nsh the ccnmlry' m 
the dnc'chon ol a peiiocl ot eoiifiisioii 
HDcl a jiossihle Inilher eiosioii of the 
legitimacy ol the* dcmociatic pioccxss. 
Idle outcome' oi the* election will in 
pail dc'iic'iid upon the* extent to which 
the* progiessn 1' loices m the country 
iindei stand the ohjcctix'e ioiccs at 
woik and thioyv in their lot yyith them 
instc*ad ol yyoiking for shoit-tcim (and 
hugely legional) advantage's — Xmrsiiit 
of yyhich is hound to i^lay into the 
hands c)f the ‘nght icaction’. 

These aie some' of the implications 
that ’ follow ficiin the comprehensive 
analysis of electoial ami political 


ticnds lioni different theoretical van- 
t*igc [)omts .ind the correlation of tliesc; 
fiends yyith laigcr ti ansloi mations in 
attitude s and idcntilications, that aie 
piihlislu d III this issue. Alongside two 
()lh( I jnepers published in the' 1970 
\iiMiial Numhci, tlicsc analyses aic* ha* 
the liisl lime* hasc'cl on laigoscalc' ic- 
pK'•cnlvil ly e sample smviys of voting 
hchavioiii .uid i>olilieal C'hange in the 
comitiy (a national sample suivey of 
the I9f)7 g( iiei.d eleetic^n and a loni- 
Slate n pi( senlativc siiivey ol thc^ J909 
imd-feiin \ssc mhly elections). The* 1907 
shidy shows the' eniergc'nec' of an elee- 
toiate that IS being inerc^asingly drawn 
into channe ls ot participation (yvhieh an* 
not icstiicted to voting aloi^e), is laiilv 
y\ell mloimc'd and interested in elec- 
toial [lohlics, shows a stahhi tendency 
toyyaids paitisan orientations in respc'ct 
of diflcicnl political parties, and sug¬ 
gests a gioyying eoriclation Iwtw'c c'ii ])(;- 
hlical cxiiosmc* and social niodcinisii- 
tion (young age, education, urhanisa- 
tioii, middle class occiipaticjiis) on the 
one* hand and the* tendency to cast 
one's vote* on the* basis of a critical 
e*v.dilation of tlie* goveinnicnt on the; 
othei. In the' development ot such a 
ic'lationsliii) hel wee'll i^olitieal mvolvc'- 
m<*nt and voting hc'havioiir, an indivi- 
diitd’s economic eonehtion se*enis to play 
a jiait. and sei eloe;s his position on t^co- 
nomie issue's. The pax>er based on (he 
19fi9 study biings out the greiwing sa¬ 
lience of c'ceinoinic issues even me>re 
elc'aiK the' sharji laelieal i)eistuic‘ of 
a huge se c lieni ot the; electorate*, in 
himjal) and Bihar is sonu'yvhat surpris¬ 
ing hut at the' Stime time understand¬ 
able' in the light of the vc-iy disiiio- 
Xioitioiud incidence' of economic j^ros- 
lye'iitx' m tlic'se' le-gions. That such a 
postuie sbonlel e xiness itself not only 
in te rms of a cU'inand foi a grc'ater role 
of goveniment in th<^ oyvne'isbiii and 
management of mcliistiies and a inoit; 
c'gaiitaiian struetme of the economy (in 
the* foim ol pioi'K'ily lights), hut also 
in telnIS of an acceptance of the tax¬ 
ation rights of the government (47 per 
cent of the electorate is against any 
cut in taxation), is indicative of a citi- 
zeniy that IcKiks upon the gove inment 
to play a decisive lole in the* realisa¬ 
tion ol soc'ial and t'conomic goals. The 
I'lectoial verdict in Manirani in e'asteiii 
UP is also no isolate'd event. It sug¬ 
gests a growing significance of proble;nis 
of economic and social justice for poli¬ 
tical behaviour — including in the 
more depressed and backward regions 
of the countiy, supposed to be the 
heartland of rightist support. Overall, 
there is a strong wind in the country 


favourable to what we have described 
above as a movement from a ‘centrist’ 
to a ‘Iclt-of-ceiitic’ politics. 

1'bcse observations aic based on a 
lew Iragmciits of the research findings 
de.ilmg yvith patterns of continuity and 
(liange brought forth by the 1967 iiiid 
1969 elections publisliecl in this is.sue. 
4'hese p.itli'rns have since shown fur- 
thei shilts, greater articulation of the 
issiK's at stake, and not a little tumult 
ami micc'ilaiuty in then yy ake. The 
spill in llie Congre.ss party whieh oc¬ 
ean cd a few months after the 1969 
inicl-term elections has given a new 
tiiin to the party .system in the conn- 
tiy, to mass politits, and to the com¬ 
position and turnover of elites. There 
has been a considi'iable quickening ot 
the i^acc of Indian politiTs. IssfieTN, 
that might have taken a deiade to 
spiout iqi in the ecmtral political an na 
have iifiyv b(;en posed by the natipiiai 
h'aileislnxi itself whieh had hilheilp 
chosen to shy ayvay fimn political 
controversy. That nations, like indivi¬ 
duals, h<ive to make choices — and 
that leal ixilitic.il ‘consensus’ involves 
such choices — has at last dawned on 
our politicians. And as these issues and 
choices havi* been posed from fi.iity 
conventions and platforms, however 
vaguely and even as a matter ot poli¬ 
tical ('xpediency, a new idiom of poli¬ 
tical communication has spread at 
vaiious levels of the functioning polity. 
This is reflected in the new alignments 
and consolidations that aie taking 
place on the left and the light of the 
ceiitie. The campaign for the c'omiiig 
elei'tioii is bound to be more issue- 
based and ideologically oriented than 
any in the past. Evc*n the apiieal for 
a Stable government’ is being buttress¬ 
ed by pioinises of a more conciete 
kind than those held out hitherto. 

In this conlrontation the rightist par¬ 
ties aie on the; olfensive. Their lan¬ 
guage is poi'tically simple; remove 
Indiia (iandhi. Their aiipeal is 
straightfoiwaid even if wild: full cin- 
ploymt*nt, stoppage of foreign aid, a 
militant patrioti.sin. Against this the 
(>)ngiess(R) has adopted a language of 
pel suasion basi'd partly on record 
(yyhieh so far has been no mgre than 
a rccoid u^promises) and partly on a 
mood of tal?lKi.^iin^ die challenge posed 
by the split in the p^Kty. In this con¬ 
frontation the voic'C cV the tradit^iial 
left is cither lost in exa^eration,^ft«fc,js 
the case w ith the mamfcSIB^f the - 
CPM) or muted in self-justification (as 
happens in the CPI manifesto) or is 
squeezed in an attempt to join the 
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confrontation (as has been the fate of 
the SSP). The paper on party support 
profiles published in this issue shows 
that the fragmentation ot the left is 
also reflected in the faet that the par¬ 
ties of the lelt cut into each othei.-.' 
social bases, whereas the rightist par¬ 
ties aic found to supplement each other 
in terms of thf* electoral stiata that they 
mobilise. To this has now b(!en adchnl 
d legional angle: whereas the polities 
ol the rival united I routs m West 
Bengal and Kerala and the conlliets in 
Tamil Nadu have further conlomuled 
the c*onlusion on th<* l(“lt, the paities 
in the rightist alliance have found it 
relatively easy to parcel out the regions 
of their respective strength. The basic 
polarisation that emerges, therefoie, i'* 
.-Ji‘ft-right but betw’een the 
Congress led by Indira C^andhi and the 
four-party alliance. 

The (Outlook on the election has thus 
to l>e weighed between the influence f)f 
’two major fachiis. One is in N'rms of 
basic sliifts in people's aspiiations and 
identities and the other in ti'ims of 
the manipulations of elites in legaid to 
theii ability to tiaristoiin votes into 
seats. The first of these factors la- 
voius the Congiess(H), both in terms 
f)f th{’ ideological and issue profile of 
the electorate and in terms of 
the firm and continuing identifica¬ 
tion with the Congress paity of a 

sizeable section of the electorate, as 
brought out in the papeis published 
m this issue. The second factor, on 
the other hand, pc’ihaps favours Uie 

rightist alliance. The outcome of this 
new Kind ot conirontation in e1eetoi.il 
politics will depend largely on the 
campaign and the images that the pai¬ 
ties and their leading personalities are 
able to proj'ect, lather than on siiiiie 
simple arithmetic of voter mobilisation. 
At the same tinn; evidence fiom the 
Ilaiyana and Kerala mid-term elections 
in 1968 »md 1970, lespeetively, and 
from the recent Maniram election, sug¬ 
gests that a youthful leadership in the 
field can influence the organisation of 
vote mobilisation as much as the larger 
appeal of the party. By contiast the 
analysis of Congress performanci* in 
the 1967 election shows that its ste- 
ward.ship hy an aging and liicd lead¬ 
ership led to a largo incidcii^ of the 
phenomenon of ’drop^fUiL«^,>^ the fail¬ 
ure of the party r^chine to bring to 
the Idling statioy known party vo- 
terj^,^i3W^J^7 ^^gress ‘drop-outs’ ac- 
jv^Cnted Idl^lllOle than 4 per cent of 
the total electorate ~ larger than the 
total decline in the Congress vote. 

It is this enmhination of factors that 


will determine the outcome of the elec¬ 
tion. Considering the agenda of pro¬ 
blems that the new' Central Ciovoiii- 
ment will have to tackle, the results of 
the 1971 election are likely to prove 
decisiv(' for the liitnui of deinoeialic 
politics in the eonntiy, as w'cll as for 
th<* natiiic of Indian federalism. A 
stable one-p.uty government can st(‘er 
the country loiward to a new deal lor 


tin; people and a new legitimacy to 
c'cntral authoiity. A coalition of dispa¬ 
rate elements may, on the other hand, 
at best continue a kind of polities the 
the sole tnul of which is polities. At 
worst it could lead to a long period 
of instability and inaction, a loss ol 
iaith in demociatic institutions and a 
lu'w levival ol centiifugal tendencies 
in the country. 


Enough of This Planning 


THE papers on Competitive Politics 
and Electoral Change, which constitute 
the main tluMiie of this Annual Nnm- 
her, show up the political .system to he 
in rather good health — c-ontrary, one 
might almost add, to the general -im- 
prc.ssion. But even the authors of these 
papers will no doubt agree that the 
political system stands in need of legi- 
timisation which has to come mainly 
through the economic performant'e of 
w’hichever govemnicnt is returned to 
powe r in the coming electiem. Things 
have* not gone well u'ith the Fonith 
Plan, now' about to (Miter its third ye.ir. 
hilt there is gener.il e.\peetation that 
perhaps th(* election will return a gov- 
(•mmcMit With a finn (‘uough mandate 
to press ahead more determinedly with 
the tasks of devc'lopmcmt. But will the 
new' government be called upon just to 
give .1 push luMC and fill a crack thene, 
or will it have to take on the more dilfi- 
eiilt task of breaking with some of the 
basic tenets of oifieial thinking on 
planning and development so far and 
striking out in new directions? 

With all the hiilfing and pulling and 
the large goveanment deficits and forc¬ 
ed saving and largesse from other gov¬ 
ernments, investment in the Indian eco¬ 
nomy hovered around 11 per eiMit ol 
national inc-omc at its highest, tow aids 
the end of the Thiid Plan. Ni t do¬ 
mestic saving about the same time w.is 
a little below 11 per I'lMit fioin W'liich 
lev(d it pliimmetted down and was 
in 1969-70, alter thiee siucessive good 
haivests, 8.5 ix*r cent. The decline in 
saving coincided v\ith the tliinning of 
the aid inflow so that net investment in 
the first year of the* Fouith Pl.in was a 
little over 9 per cMjnt of national in 
come compared to 8.5 i)er cent 1.5 
years ago. One can, in this context, 
say a great deal about the need to con¬ 
trol the Central and State governments' 
administrative expenditure and to im¬ 
prove the profitability of public sector 
undertakings whose management ad¬ 
mittedly remains as messy as ever (the 


sole* initiative in that directum recently 
luMiig the induction ol certain 'com¬ 
mitted’' individuals whose* commitment 
to the* undeitakings under their charge 
did not, however, piove* strong CMiough 
to withstand the line of the election). 
But all said and done, goveniment 
saving and private* corporate saving to¬ 
gether account lor only about one’-fifth 
of aggiegate* domestic saving, the rest 
being provide*d hy the household sectoi. 
Further, an increase in government sav¬ 
ing fiom higlur tax i(“ve*niie would re- 
pre'si'iit a transte'i tioin the* he^nse’hejld 
(and pe'ihaps the* eoipoi.ite) sector 

In other words, if a major thnist is to 
I)<" givfMi to developincMit, the resources 
have to originate in the* hoii.sehold sec- 
loi; and, if the investment is to ]>e* 
made ill the public st^clen, these* rcsoiii- 
ccs have to he* transfcrreMl tei the* gew- 
cmme*nt. While* .i i^ait eil the* transfer 
could take place in otlu'r feiniis, the* 
propeirtion of taxation te) national in- 
ce^nu? wonlel have* to he consielerahly 
higher than its present levt*l of abeint 
13.5 pe^r eeMit. But heiw? At this point 
seime eif the? meire raclie.il among oni 
e'conomists, civil servants and politici.ins 
have their ans\i’e;r re*.iely. Wh>, eil coiii se, 
lax the rich — their ineeirnes aiul their 
Inxmy consumption! 

This whole attitude* to the (jiiestion eil 
paying ten e'CeJiiomie' developme*nt meiits 
some attention. In llicir study ‘Poveitv 
in India’, piihli^.lnel in om issue's eif 
January 2 and 9. M D.indek.ii .nid 
Nilakanth.i Bath lonnel that to laise* Hs 
800 LToie*s ol additional lesoincCs annu¬ 
ally foi th(‘u juial woiks progiamme* 
the y had to touch .se*clions of the peipii- 
latiein witli average; p(*i eapila annual 
ceinsumx^tion of Rs 1,344 in the uibaii 
areas and Rs 87.5 in the rural aieas. 
These people cMinstitute the 5 per ceait 
of the uihan anel rural populations next 
to tile veiy top 5 per cent and yet the 
suggestion that they should be ta.\ed 
(to the extent of reducing their cem- 
sumption hy 7.5 per cent) may he de¬ 
pended upon to horrify the advocates 
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of hiuhcr taxation for thr ‘lich’. I'lio/o 
may hu tlilfcmicv about tlir pici iso 
calculations of the l)an(l<‘kai-lhith stiidv, 
hut one oi th(' things that it hiiii^s out 
forcefully is that if lesouices in siu'iii- 
ficant quantities are to lie ruolnlised lor 
clcvi'Iopmeiit, it cainiot he ilom* without 
squeezing sections of the i)opnlation 
whose incomes in ahsohite leims ina\ 
appear mea^u* enough though in o'la- 
tive teiins they stand at almost tlie 
very i^eak of tin* iikoiiu* pviaimd. 
These sc'ctions, in vm w til tin* ahsoliite 
levels of their consumption expendituie, 
aie unlikely to save volnntaiil> in o*s- 
ponse to ineentivis like higher mteiest 
rates; so they will have to he forced to 
yitdd the lesourees loi development 
through taxation. Yet this has to he 
doiK*; first, hecause however much one 
may soak the* ‘rich’ the yield is unhk(dy 
to he huKc <‘nou^h and, second, he¬ 
cause compared to the majoilty of the 
population even these sections aie vast¬ 
ly hett<*r off. 

Of eouise, such a pro.mamine for 
inohilisinj;' lesouu'es can he conceived 
of onK ^Mth^l a ])aitKulai policy 
fiamewoik. I'^irst. (‘onspiciioiis eonsumi)- 
tion and ostentatious livini^ h> the 
‘iieh’ will hav(5 to he fiiinly put down 
not hecause this w ill \ leld any laiue le- 
souiees for df'velopinent hut hecause it 
will he ne((‘SNai> li the not-so-iieh aie 
to h(* maile to acei pt a laimi sh.ue of 
the hi'iden of develojiineiit th.m hithei- 
to, .And the ‘iilIT hen* would inihidi* 
not mei(‘l>. or e\cn inamK, the capi¬ 
talist industrialist oi tiadei. hut the 
middle class aiul the uiii)(‘r middle 
class eonsistmvJ ol iniildle .uid iqiper 
huMMiurats, the inochnateK well off 
piolessionals, th<’ fast piolifiialnii' 
tiihi’ of piofession.d m.in.i^eis in pii- 
vate husim'ss and industi\ and, of 
c'oiiise, ministi'is. MPs, MLAs and the 
like. While the iiohtieian may ocea- 
sionalK' come in foi a jilx' over his 
style of living, it is si^jnificant that the 
othc'rs iimitioned above are exoneialed 
by even carpinj' leftist critics who in¬ 
stead eoiicentiatc thcar fire on so-called 
‘nionoixily capitalists’ and ‘feudal ele¬ 
ments’. 'Phis brand of eonvt'iie'nt 
middle-class socialism naturally attracts 
u lar^e mimher of those who would he 
really hard hit under a genuinely ega¬ 
litarian or socialistic dispensation. In 
fact, the main (.•onseciuence of many 
supixxsedly radical measure's like the 
expansion of the public sector in busi¬ 
ness and industry, the nationalisation of 
the major hanks, or abolition of the 
managing agency system and the much- 
vaunted professionalisation of manage¬ 
ment in private industry has heem to ex¬ 


tend the powers and to cmlx*llish the 
lile-st\Ies of these veiy categories ol 
I^eo])le Any measuii's to mobilise re- 
soiin rs fioni the lel.itively poor can lie 
moialK justified and will he politically 
leasihle only .liter the fat is 
wiling out of those* who have made the 
most loi thcniselves out of their own 
and the goveinment's socialistic piofes- 
sions. 

d’ht' other concomitant of a detei- 
mined piogiamme of rc'sourc'c mobilisa¬ 
tion is that c'xpansion of employment 
opportunities has to be at the very coie 
of the olijeetives of planning and d<*v<*- 
lopmc'iit. As it hapi>ens, this is virtually 
the opposite of the approach adopted 
hv the piesent Planning Commission 
which is c‘ont<*nt to view' employment as 
a hy-jirodiut of the achievement of cer¬ 
tain statistical rates of growth. I'o raise* 
the qiu'stion of unemployrnc'iit is, of 
course, to laise a hornet’s nest. Dis¬ 
tinguished economists have expc'iided 
much (*\pc*rtis(' on proving that suppo¬ 
sedly lahour-intc'iisivc* tec'hnicjuc's ulti¬ 
mately end up by using both more la¬ 
bour and eaint.il per unit of output 
Hut thc*ie Is moi< planning for em- 
l^loyment than choice* of tc'cliniipies 
fthoiigh c*ven this choice is not as bar- 
len as those who ovi'r-kill tin* amh.ir 
ehaikha would suggest) I'lom the eni- 
plovm<*nt ])oint of \ic*w, the* moie signi¬ 
ficant (juestion ajipeais to he what to 
produce* lather than how' to jnodiiee — 
III other w’oids. the* nattein of invi’st- 
nient rathei than the choice of tc'ch- 
ni(iiK*. Conntiies whic'h have* succ(*edecl 
in fullv using their onc'c*-unernployed 
manpower in diorter pc*iiods than wc* 
h.ivi* hc'i'n in the planning business, 
have not done so by using moie labour 
to produce a ton of stec'l or a yaid of 
cloth than we* do, hut hv directing a 
ji.iit of theii invc'slmc'iit Into j^mposes 
which we* h.ive chosen to nc*gleet for 
the s.ike of goals such as ‘d(*velopmc*nt 
with st.ihihty’. Even whc*n something 
like* a iiiral woiks piogiammc* is thought 
of as a soil to eontam the discontent 
of the unemploy c*d, it is conc'eived of 
outside the main devc'lopment plan .uid, 
indc'cd. at the c?ost of sacrificing some 
supposedly’ moie <*sseiitial pait of it. 

Conventional ideas of the progres- 
siveiiess or otlierwisc c^f tax nic'asures 
which lcx)k askance at the taxing of 
people cwily just above the subsistence 
level or of c?ommodities which are major 
items of ma'^s consumption are based on 
the notion that all or almo.st all of per- 
sc^nal consumption has to be financed out 
of private income. The.se ideas of taxa¬ 
tion would lose validity if collective con¬ 
sumption were to form a significant part 


of total consumption in society. But, 
as Ignacy Sachs points out in bis article 
in this issue, here again one has to 
reckon with the tiaditioiial conceptual 
framework of cc*onomists and planners. 

As Sachs says, thinking in teiiiis of a 
w'clfaic st.ite in a pool country seems 
prcpostcious to all those who take GNP 
per head as the touchstone ol the pace 
and quality ol development. For them 
theie <*.\ists hut one broad pattern of in- 
diistiialisatioii and development. Since 
the now inchistriah's<*d conntiies •started 
to think in terms of a welfare state only 
after their CNP per head was a multi¬ 
ple of what it is today in the develop¬ 
ing cquntiies, the latter must wait fill 
they* arc richer before they think ol 
providing more social services. Such 
is the tyianny of temis lik g *t)rod uctiv^^. 
investment’ and ‘.social welfare’ that the ^ 
produc tion of chewing gum is regarded 
as somehow making a supc'rior contri¬ 
bution to growth than, say, piovision 
of miieh-ne(*dcd drinking water to vil¬ 
lages. 

To sum up, then, the hill that the 
next government is being piesent(*d w ith 
consists of a development effort of far 
larger pioportions than anything at- 
temptc'd so fai. A ]xut of the where¬ 
withal for this elfoit will have to be 
(’\tia(.‘t(*d fiom sections of the popula¬ 
tion hitherto c'on side red too poor to he 
(liawn upon. This will make it ))i)lh 
necessanj and possible to plan for a 
lapid expansion of employment opportu¬ 
nities .md for a significant goveinmciit 
effoit in the areas of social w’elfare and 
piovision of the means of colleelivc 
consumption. It is not veiy' lelcvant to 
label this pattern of develoimient, hut 
it sliould not he difficult to see the* diffe¬ 
rence helwee*!! it and the present syste m 
of planning and devc'lopment foi the 
middle classes with the accent on sta¬ 
tistical grow'th rates, expansion of state 
capitalism and proliferation of hureaii- 
eratic controls and gross misdirection of 
investihle lesources under the guise of 
hc’lping thc^ so-called ‘small’ entre- 
picncur and the ‘small’ farmer. .Of 
course, the chances are that the new 
government will ccxitinue on the old 
lines on the plea that the alternative is 
not politically feasible. If this plea is 
taken seriously then (the reassurances 
of academic political scientists notwith¬ 
standing) tlii^r^can be only one possible 
conclusion: that hei.'nd the misleading 
label of democracy ywhat wc ha' e in 
fact IS a system run £04 its own ,5 mefit 
by a small section of thfcwr”;vr 
not the ‘monopoly capitalists* or the 
‘feuda) elements* but essentially the 
middle classes. 
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A Relevant Pakistan Policy 


IT is not difficult to question the vali¬ 
dity of the oft repeated belief that tlic 
foreign policy of a country is basical¬ 
ly a projection of its domestic jhili- 
cies and attitudes. Theu! is little 
doubt that , a nation’s interests aic 
those that a particulai elite in powei 
at any point of timi' perc(‘ivcs them to 
be; it is e(|ually obvious that this pei- 
ception is bound to be dct<*rmincd by 
the (haracter ol this elite as well as 
by the challeaiges and tasks it faces 
internally. Yet, the empirical (wideiuc 
is that a monaichy struggling to pie- 
serve an extremely archaic internal 
structme may deiive some sustenance 
from, Jthe jnfi»6t revolutionary of the world’s 
powers just as a genuinely socialist 
countiy may often find it nccessaiy to 
adopt a i^osluiv of equal mdiffi'iiiico 
towards a socialist and a capitalist su¬ 
per ])()vv(T. It is not impossibb* to ex¬ 
plain these i)hcnonmia m tenns of the 
theories which seek to cvstabhsh th(‘ 
fimdamc'ntal lelationship b(’twt*cn in- 
teiiial and external policies, but Ihe 
conclusion sc'ems uiescapaole that the 
foreign ])olicy of any c’oimtry in t!ie 
kind of world that we livi' in is .it least 
partly dc'termined by consideration c»f 
puiely external Realities. 

However, there aie various types of 
international confliits and situations 
which can newer bc' s.itisfacloril\ ana¬ 
lysed or explained except in tcims of 
the internal le.ilities of the* countiies 
concerned. It is obvious that Jnd)- 
Pakistani iclations is one of the pio- 
blems of woilil politics which are 
gicatly' influencT*d by int<‘rnal political 
developmmts in thi; conceined coun¬ 
tries. The salience of internal ix)lilics 
in th<* determination ol the nature of 
Indo-Pakistani relations can be attri¬ 
buted to a number of factors. The most 
significant of these factois is the reali¬ 
ty that in many ways thij conflict be¬ 
tween India and Pakistan has b(*en a 
civil war — a conflict the nature and 
shape and contours of which are fun¬ 
damentally derived from the politics 
of undivided India of the late thirties 
and early' forties. What was an inter- 
communal problem in pre-partition 
India becanit; an internationi^ problem 
afterwards and tlmush^^e Indo-Pak 
conflict rapidly ajwuired complex di- 
mens^ns in \.v.nx\y of Great Povx'er ri- 
v^h>^|and con^cts in the region, it 
,.^S?as prim&PiTy ^ .sustained by the deep 
communal loyalties in the two countries. 
Apart from the fact these loyalties were 
manipulated by the respective ruling 


elites to bring about a measure of con¬ 
solidation of the two states, it is not im- 
pr()b.iblc that the events leading to the 
paitition of India had left a deep im¬ 
pression on the mmds of policy-makcis 
on both siilcs of the boifU'i, W’hich in¬ 
fluenced thcii decisions and policies 
even if they wcie apparently determin¬ 
ed to keep thcmsi'Ivcs immuni' fionv^ 
the communal virus. 

A related factor, as ri'lcvant as the 
history and ideology of the country's 
partition, has hem the geogiaphy' of it. 
The political m.ap of the subcontinent 
as diwisi’d in 1947 was itself an ob¬ 
stacle to the growth of entin'K' auto¬ 
nomous national idimtities in the two 
countries — jjarticulai Iv I’akistan. 
Whichevir way’ a P.ikistani .ittempP'd 
to define his nation.il identitv, it was 
imperative foi him to stress the ni'ga- 
tive aspects of his political and histo¬ 
rical relationship with India simply Ix^- 
caiisc' the vast bieadth of this country 
sc'parated the two wings of Pakistan. 
The fact that the political unity of the 
two w'ings of Pakistan was sought to 
!)(' ensured with the pre-partition im¬ 
balance betw'iN'u the levels of develop¬ 
ment and the uneven distribution of 
political power betwc'cn the tw’O wings 
rf't.iined intact, further intensified the 
piobl<*m of airtonorny of political iden¬ 
tities and processc's in Pakistan. 

• There are various ways of illustrat¬ 
ing that Indo-Pakistani relations are 
different from the icdations between 
two entirely aritcrnonious nation states. 
On(' is to point orrt the sxmbolic faet 
of the division of important families. 
A brotlrer of the last President of Indi.i 
was the Minister for Minority Affairs in 
one of the Pakistani Governrncnits; the 
two officials who signed the Kirtch 
agreement in New Delhi were first 
(‘ousins; a brother of a former Minister 
for Petroleum in the Indian Govi'rn- 
ment is a high police official in Pak¬ 
istan; two brothers represented India 
and Pakistan in one of the Arab capi¬ 
tals at one stage. These facts, often 
unknown or ignored by super fici.'il ana¬ 
lysis of the problems between India 
and Pakistan, are but the manifesta¬ 
tion of the deeper reahty that there is 
more in common between India and 
Pakistan than betw’cen any oth(‘r two 
independent states of the world. 

Paradoxically, it is these very facts of 
commonness between India and Pakis¬ 
tan, these very traits of a civil war, 
which have led to an unusual degree 
of salience of irrational factors as de- 


ttirminants of the nature of the rela¬ 
tions between India and Pakistan. This 
rndeerd is what made the road to Indo- 
Pakistani peace and amity far more 
complicated ami much longer Ihirn 
what buoyant activists for c'oiiciliation 
betwt'crr th<* tw'o countries ever reckon¬ 
ed it to be. Trrne arrd again events 
proviul that any leco-uciliation arrd 
rapprochement between India and Pak¬ 
istan was a function of the dilution of 
the Ireliefs and attitudes which had 
hardcireil as a resrrit ol the ev<*nts be¬ 
fore arrd aftca partrtion and of the imi- 
ergetici' of 'u«*w I'rolilical cultures and 
the extmcliorr of the old political elite.s 
in the Iw'o societies. Since these deve- 
lopuK’irts were, in their turn, a func¬ 
tion of the political processes in India 
and Pakistan, political (‘V(*nts and trends 
ill the two eorinbies have always hm-ri 
as important for the student of Indo- 
Pakistani relations as the twists and 
turns m th<*ii external policies. 

Vicvxed rn this light, the historic sig¬ 
nificance of tire political events in 
India and I’akrst.ui in the last two 
years would become obvious. One does 
not havii to lx‘ entlrirsiastic about all 
tlrat Indira Gandhi has done to sec 
that the radicalisatioii of the country’s 
polities over which she has presided is 
a f.u more meaningful step towards the 
eventual unlieezing ol Indo-Pakist.mi 
relations than any superficial attempt to 
eouKi to terms W'ltlr the ruling elite in 
Pakistan could h.ivr; been. It is per¬ 
haps too optimistic arid too early’ to 
fi'cl confident that tfu' current political 
turbulence in India will rmwitahly lead 
to the emergence of mwv values and 
eiiltuies in Indian public life; yet, the 
significance of the* substitution of a set 
of caste and community oriented politi¬ 
cal issues by a set of social and c*cono- 
rnic issues in the ix^litics of India for 
th(‘ futm’<‘ of this country’s relationship 
with Pakistan cannot he exaggerated. 

More important is th(! logic of the 
recent tic'irds in P.ikistan. The many 
positive .ispecls ol th<‘ results of the 
elections in Pakistan are obvious. East 
Pakistan has lorccfnlK’ posed thi* issue 
of a rcstniclniiiig ol the powt^r ha»es 
of society in Pakistan — both in tenns 
of the disliihiition of thi* levers of 
pow’er as bi’tween th(' two wings and 
as between the various layers of the 
population of the ccjiintry. It has also 
symlxdically rejected anti-Indianisin as 
the basis of the legitimacy of the pre¬ 
sent irnoqual relationship between the 
two wings by voting overwhelmingly 
for a leader who was at one time 
slandered hy the power elite in Pakis¬ 
tan as an Indian agent. It is less cer- 
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tain that the victory of BhutUj is as 
much a si^n West Pakistan’s icaili- 
ncss to n’stiiictiiro its rclationshi]) with 
East PakisUm as is the victoiN’ oi Mii- 
jibur bahinan ol East Pakistan’s detei- 
inination to tlo so. it is hut iiiii)ossil)le 
that the Hhntto pheiu)iiu'i)(ai ot a (U*- 
^lee ot social i .idicalisin siipci iinpo^('d 
on viiClient national chaiiviiiism is but 
the nu'thod thiom'h which the elitc-s ol 
W«‘st Pakistan would seek to peipe- 
tuate theii aiithoiity and j)roteet a 
striietuie the; ehalleiiLies to which aie 
now' l)c;coinin}^ lomiKhihle. It is i(|iial- 
ly ixissihle, hou<“V<‘i, th.it in the condi¬ 
tions ol West Pakistani socic'ty this 
was th<’ only av.nlable toiin in whicli 
the basic niKc ioi ch.ini^e could h.ive 
found expn'ssion. 

The attiMui^t at assertion of East 
Pakistan in the affaiis ol the ccMitral 
^oveinineiit of Pakistan is basically an 
attempt to cinb the loh's ol tlie army 
and the bnrt^anciaev hi Pakistan and 
to nh'j^ati* them to jxisitioiis ol icl.i- 
tive msii^nilicanci* In the' power stine- 
tnie ol the eomitis’. It would be a 
miiacnlons <ict ol sell-abnegation on 
th<' jiait ol thc'se i^ionps il the\’ weie 
to peimit this to happen without a l.ist 


IF one knows the moed of the people, 
it seems ceitain that the Pnme Minis¬ 
ter will return to the Pnme Ministry 
ridinj; on the high expectations she 
has cieated in the minds of the peo¬ 
ple. She will thus h.i\e a liesh and 
hrmci mandate from the people to 
deliver the goods she has Ken pio- 
mising to do. But the popular mandate 
will also constitute a populai challenge 
and she must soon begin to face it 
squarely. Another round of the politi¬ 
cal power game which she has so far 
played so skilfully will not do. A few 
more symbolic acts of socialism or 
the weaving of a few more socialistic 
patterns will also not do. People have 
grown impatient of socialist promises 
and will not wait much longer. They 
now want the sulistance of the socia¬ 
listic order and the Prime Minister 
must immediately proceed to the task. 

That task is to break the power of 
money over the political economy of 
the country. This is the crux ol the 
matter, and people wonder how the 
power of money is going to be broken 
through the democratic processes they 
are accustomed to. People sense this 


ditch attempi to save their position, 
unless ol eoiiise the compulsions as 
X)(*ieeived hv tliem are so great as to 
inaki* them iKpiidcite their empire. But 
even il the\ leliisc to do so, it is al¬ 
most eeil.un that tlu' j^roeess of ladi- 
calisitio'ii ol the fiolitie.il life of Pak- 
ist.in (.111 only be h-inpoiaiily halted. 

Jl IS (his kind ol a s>steinie change 
in the jiolitics of the subcontinent 
(liiongb which we ait* iiow^ living and 
il is not unlikely that this country will 
soon be lallecl iipini to evolve a inoie 
relev.mt Pakistan ixiliey in the light of 
the vastly changed contt;xt of Indo- 
Pakist.mi lelatfons. There are Iwt^ im- 
poitant things to lemcmber: one, that 
the; relative^ strength of the competing 
elite s in Pakistan w'ill at least partly be 
detenunied by what India does to Pak- 
ist.in, two. that ixilitical trends in India 
itsc'll will continue to be afleeted by 
what happens in Pakistan. Any Pakis¬ 
tan policy of India which fails to lake 
into aeeoiiiit the fact that eo-existence 
and eo-opc*iMtinn lH"twTen the two 
eonntiit's is in the ultimate analysis a 
1 1 met ion ol w hat kind of Pakistan il 
l( nds to cK'atc' is bound to prove self- 
deleating in the long nm. 


power everywhere and are aware that 
It has grown over the 20 years of dt^mo- 
cratic practice. They suspect that even 
dining the past year when, in the 
name of socialism, the Prime Minister 
w.is engaged in an intense powei 
stmgglc within the Congiess part\, the 
power ol money has increased—in spite 
of the nationalisation of the banks and 
the setting up of a Commission to 
prevent th(‘ giowth of monopolies. They 
suspect that the Prime Minister's 
party, or lor that matter the Prime 
Ministei hei'-ell, is not r|iiite Irc^e Iroin 
the influence of money. Various stories 
and rumours are current as to the 
amount of money the Prime Minister 
has collected to manage the elfxtioiis 
and the manner in which and the 
means by which she has done this. 
These stories may not be all true or 
they may be exaggerated. The im¬ 
portant thing is that the people take 
them seriously. 'They may agree to 
accept them as part of the political 
struggle: hut, surely, they wonder 
what the consequences will be. 

As much as the people can imagine, 
two consequences appear inevitable. 


First, whichever government comes 
to power must oblige the money-bags 
which have helped it to come to 
power; and, it seems, all money-bags 
have helped all parties in proportioi^ 
to their judgment as to who is likely 
to win. Hence, whichever government 
is formed after the elections, money- 
powei appears safe and secure. The 
banks may remain nationalised but 
will nevertheless serve money-power; 
the industrial licensing system will 
work in its favour and the Monopoly 
Commission will sit pretty. Secondly, 
all politicians, and especially the win¬ 
ning candidates, must begin to earn 
back what they have invested in the 
elections. Experience shows that, if 
one is shrewd and able, the returns 
to investment in this ca n, be _v ry 
handsome. It is thus that the interests' 
of the politicians and of money-power 
coincide. If a conflict arises, it is usu¬ 
ally superficial. To be sure, such con¬ 
flicts are a nuisance; but the moneyed 
interests know that everything will be 
all right at the end and often even 
better than before. The uninitiated 
politician may not always know and 
may occasionally get excited over such 
co;iflicts. But the permanent adminis¬ 
trative service, all-knowing and all- 
knowledgeable, is always there to help 
and assist and serve the government 
ol the day. And loyal service does not 
always go unrewarded. The channels 
are now well established and, in spite 
of much protestation, money-power has 
reason to be pleased with the system. 
After all, government control, regula¬ 
tion and licensing, within the frame- 
woik of parliamenlai'v democracy, 
have their own advantages. 

At the end of 20 years of democra¬ 
tic practice, if there is one united 
front which has emerged, it is this 
one among money-power, the politician 
and the bureauciat. Its members may 
change, but the front is stable and the 
unity and understanding is growing. 

It extends throughout the country, 
from the Union Capital, to the State 
Capitals and the district and the 
block headquarters. It pervades all sec¬ 
tors of the national economy, whether 
public, nationalised, co-operative or 
private. In all sectors of^ national life, 
the peoj^Ie instinctively sense the 
presence Trinity. They recog¬ 

nise it as a front'Y^nited against the 
people and wonder V>ow it is goj^g to 
be broken within thV frame of 
parliamentary democrat 

It is obvious that in order to break 
this Trinity it will not' do merely to 
attack money-xwwer. The politician 
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and the bureaucrat must at the same 
time be divorced from its influence. 
The politician and the bureaucrat to¬ 
gether represent a class which Plato 
called the Guardians and, though we 
may not accept Plato’s prescription all 
the way, it is evident that the guar¬ 
dians cannot guard the interests of 
the people unless they, are themselves 
protected from the influence of 
money-power. A legitimate method of 
doing this is to prevent the politician 
and the bureaucrat from making ille¬ 
gitimate gains, or even where the gains 
are legitimate, to impress upon them 
the need to ensure that they are with¬ 
in limits of propriety. This has been 
attempted several times Jn the past, 
but experience shows that no closed 
and confidential .system can be effec- 
tive^for tIrtS purpose. In the past, in 
numerous eases, the law could not 
break through the collusion between 
the three and in a few cases where it 
cc^uld, guilt could not be traced to its 
source. Therefore, a system must be 
devised which will be open to public 
gaze and scrutiny. 

One such system is to require all 
those who matter to file a statement 
of their wealth every year and to ex¬ 
plain the changes occurring during the 
veai. Snell statements must be accessi¬ 
ble to any member of the public so 
that he may verity their accuracy and 
report where he thinks that the> are 
inac’cnrate or incomplete. A special 
commission or a tribunal must be set 
up to inquire into all matters arising 
out of such reports and its members 
must be the first to be required to file 
their respective statements of wealth. 
All seem to be agreed that private pro¬ 
perty is sacred and that its protection 
is desirable in the national interest. 
Bairing the communists, all major 
political parties, including the Prime 
Minister’s, are vowing to protect pri¬ 
vate property. The people will go along 
with this for some time provided they 
may occasionally know how particular 
private propeities grow. 

A beginning must be made with the 
politician — first of all members of 
Parliament and the State legislatures, 
because that is where the rot begins. 
The system may then be extended to 
the other categories reaching down to 
the district and block levels. *'1f this re¬ 
quires a constitutiyiaT amendment, that 
shouU be the firsJthing on the agenda 
of thj^ew Parli^ent. It will be much 
imiftQ n^taDJ r and should receive far 
higher priority, than the one needed 
to abolish the purses and privileges of 
the princes. A public audit of this 


kind may effectively protect the politi¬ 
cian and the bureaucrat from the in¬ 
fluence of money-power and may ulti¬ 
mately strike at the roots of the 
Trinity. If it does not work, some¬ 
thing better will have to be devised. 

If the new Parliament does not ap¬ 
prove such a measure, it will neces¬ 
sarily be taken to mean that within 
the existing framework of parliamen¬ 
tary democracy in this country, it is 
not possible to break the stranglehold 
of money over national life. In the 
event, exlia-parliamentary popular 
pressure' will have to be brought to 
hear on Parliament. If the Prime 
Minister is serious about her profes¬ 
sions, and assuming she returns to the 
Prime Ministiy, let h<*r enisade; against 
all mcmlx'is ol Parliament, whether ot 
her own parly or of other parties, who 
oppose such a move. If one knows 
the popular mood, one can be certain 
that the people will support her, or 


ALL ealeulatioiis have gone awry. 
C]otton ciop cstimah's have had to be 
drastiealK revised downwards. Not 
only has there been nothing like a 
seasonal deelint* this time but price> 
have registered a phenomenal rise in¬ 
stead. The Reserve Bank has had to 
reverse its ileeision on credit facilities 
to trade and industiy within a lew 
weeks. Impoit i:)lans (or are tliey 
only intentions?) have had to be revis¬ 
ed more than once. Within tliiee 
months of the eommencc'inent of the 
season, industry lt*lt obliged to think in 
terms of block closurt; to mec't the 
situation cieated by cotton shortage. 

Crop estimates have had to lie le- 
visi'd mainly lu'cause ol the partial 
failure of tlu' crop in Mafiarashtia 
(excessive and imseasonal lams), 
Madhya Pradesh (pest miestation) and 
Gujarat (cold spell). Even the mo'^t 
optimistic estiin.iti’s do not now place 
the crop at inoic than 55 lakh bales 
— about 7 lakh baits less than the 
October forecasts — and there are not 
a few' who think that the eioji is un¬ 
likely to exceed 50 lakh halt's. The 
stantiing committee of the (Cotton Ad¬ 
visory' Board, which had its last nww’t- 
ing in Bombay on January 22, was in¬ 
clined to place the crop around 53 


anyone else, in such a crusade and 
bring popular pressure on t;heir elected 
representatives to make them fall in 
line with the popular will. 

And if the Prime Minister does not 
herself move to relieve the popular 
anxiety in these matters, the people 
will conclude that all her professions 
are empty; that democracy in this 
country is a farce where money rather 
than the popular will weighs; that 
justice and lair-play are not possible; 
that they have been cheated a fifth 
rime. In the event, let there be no 
doubt that sooner or later, indeed 
sooner rather than later, the people in 
their despair and desperation will 
move solidly against the entire esta¬ 
blishment and wreck it to pieces. Let 
all concerned take the warning before 
it IS too late. The politicians may 
not take themselves seriously, but the 
people do. 


lakh bales. These are all guesses and 
OIK* docs not know to what extent 
they have been inllueneed by the 
changing mood ot the maiket. 

But this is not the first time that 
crop estimates have had to be revised 
downward. This has become an an¬ 
nual exercise. Stiange as it might ap¬ 
pear, there is no known instance when 
<‘stimates have been revised upwaul. 
It IS a pity that even though the sea¬ 
son is five months through, nobody is 
a])le »o say with any measure ot cer¬ 
tainty what the crop is really' like. 
The lack of pioper machinery for eva¬ 
luating tlie ciop is to be greatly de¬ 
plored. Th(' absence ol leliable crop 
estimates is a serious handicap ii> 
taking appiopiiate policy d('cisions on 
Vital issues relating to imports and the 
oiderly maiketing tif the croi). 

By fai the most disturbing aspect of 
the colloii situation this season is the 
unprecedented rise in prices and that 
too so veiy early in tfu* season. The 
lise has indeed been fantastic. During 
the loiir-nionth period, October to 
Januaiy, cotton prices have iisen by 
Rs 1,000 to Rs 1,500 a candy. Never 
before have prices risen that way. In 
fact, the rise in prices during tlie past 
four months far exceeds the total rise 
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MASSEY-FERGUSON 

Indian 


farmers’ 


FIRST 


Massey-Feii^son 1035 tractor 
is the Indian farmers' first 
choice. There are more firm 
orders for Massey*Ferguson 
1035 than any other tractor 
produced in India. It is 
because Massey*Ferguson 
1035 tractors have proved 
over the years most suitable 
for Indian conditions and 
are backed b^ country>wide 
dealer organisation with 
the most comprehensive 
aOer-sales service. 

Indian farmers are fully 
convinced that Massey-rWguson 
1035 tractors arc the best 
value for their money. 



choice 
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recorded over the past four years. Pri¬ 
ces have soared despite credit curbs, 
stock limits and official pronouncements 
regarding massive imports of cotton 
and staple fibre to make good the short¬ 
fall in indigenous production. 

The prospect of a smaller crop alone 
might not have led to such a steep rise 
in prices had there not been a sellers’ 
market for cloth and yam. Cotton and 
cloth prices have been chasing each 
other in a vicious circle. Haw material 
prices do not really matter so long as 
manufacturers find a ready market loi 
whatever they produce. The affluent 
mills have been realising asked-tor 
prices for their goods and it is these 
units which S(*t the pace for cnitton 
prices. Other mills, the sick Govern- 
mcnt-ruTi units included, an* simply 
obliged to ’ follow. The rising trend 
in cotton piic-es will be viewc'd with 
concern by all those who wish well of 
ordwiaiy consumer of cloth and are in¬ 
terested in expoits aiul in fhe indus- 
tr\’s progiess on healthy lines Snu 
cfimpetitive efficKaicy and piodiicl pat¬ 
terns vary widely among mills, many 
units are finding thinis(*lves in an in¬ 
creasingly uncomloi table position be¬ 
cause of the soaring cotton prices 
Most of the expoiling mills have* siil- 
feied heavy losses on outstanding 
contracts because of the subs(‘fpH-nt 
mciease in costs. High cloth in ices 
have begun to tell on expoits and the 
ipiestion ol adecpiate assistance foi 
maintairifiig exports at a leasonahly 
satisfaetoiy level has been engaging 
the attention ol ihe authoritii's con- 
eeined for quite some tiiin*. 

Despite the admittedly difficult sup¬ 
ply position resulting from the failure 
of the early moving crop and meagre 
imports, the lise in cotton piice^ could 
have been held in check it only llie 
Government had enforced an appro¬ 
priate cut in cotton (X)nsnmption and 
also tightened the partial control on 
cloth by removing the escape danse 
under which mills ari^ allowed to dis¬ 
pense with the manufacture of con¬ 
trolled cloth by paying a small penal¬ 
ty of 6 paisc a square metre. Since 
these measures would have proved po¬ 
litically unpopular, the Government 
decided to meet the situation through 
massive imports. The original pro¬ 
gramme provided for import of 8.25 
lakh halos of co^on. This figure was 
sooa revised to 13.25 lakh bales which 
inc]Ued l.SO^akh bales of staple 
January 19 the Union 
Minister for Foreign Trade, L N 
Mishra, held out the assurance of an 
additional four lakh bales of imported 


fibre, raising the total to 17 lakh bales. 
Three days later, the Textile Commis¬ 
sioner pointed out at the Cotton Ad¬ 
visory Board meeting that Mishra’s 
statement should not be taken as an 
assurance to import 17 lakh bales ol 
cotton and staple fibre. The Textile 
Commissioner’s eliicrdation is not like¬ 
ly to enhance the Covennnent’s pres- 
tig(‘. Ill view of the wide gap be¬ 
tween promises anti performance, offi¬ 
cial pronouncements are not alwavs 
taken seriously. That explains w'hy New 
Delhi’s assurances about massive im¬ 
ports of fibre have not had even the 
slightest impact on the market so Jar. 
Main' outside the textile industry vvon- 
der whether scarce foreign exchange, is 
being judiciously spent. Cotton, it is 
pointed out. is not the only" commodi¬ 
ty which is in shoit supply. .Raw' mato 
rial shoitages are hampering production 
in many' import.mt sectors of tlur eco¬ 
nomy. 

The stoiy' of cotton is a story ol 
peicnnial shoitages, resulting from vir¬ 
tually stagnant production on the one 
hand and steady expansion of spind- 
l<’ag(^ on the other. Little, wondc'r that 
cotton prices have been lisiiig yoai 


after year, irre.spective of the crop. 
Production has not suffered for want of 
acreage; nor has it suffered for lack 
of remunerative pric^. The promise 
of remunerative prices to growers and 
elimination of exploitation by middle- 
iiHMi may have tremendous political 
apiieal but it hardly makes much eco¬ 
nomic sense because there has been a 
perpetual sellers' market in cotton. The 
stagnation in cxitton production is due 
essentially to the disappointing low 
yield per acre. Since there has been 
no technological breakthrough in cotton 
and the ciop in the stJcond year of 
the Fourth Plan (1970-71) is estimated 
around 52/53 lakh bales, one wonders 
how' the target of 80 lakh bales is go¬ 
ing to be achieved by 1973-74, espe¬ 
cially when the total outlay on cotton 
development in the Fourth Plan is 
pioposed tf) be only Rs 3.9 crores. 
II()W"ever, when one thinks of the 
miserably low yield in India and the 
huge potential for its increase which has 
been demonstrated by the Government’s 
package programmes and the Indian 
Colton Mills’ Federation’s development 
piojccts, the outlook is not altogether 
iiTiproinising. What needs to be done 
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Con ON Phk’ES* 

(Rs per candy 

ex-Bombay) 

Year 

Sex^tcinbci October 

November 

Deccmbci 

January 


Wti^ad 


1971 

.— 

— 

— 

— 

2700 

1970 

1595 

1700 

2080 

2350 

1600 

1969 

1460 

1380 

1290 

1500 

1200 

1968 

Kaltjan 

1295 

1230 

N.A. 

1165 

1115 

1971 

— 

— 

— 

_ 

3125 

1970 

1760 

1855 

2300 

2665 

1700 

1969 

1530 

1480 

1410 

1585 

1320 

19fi8 

1385 

1350 

1255 

1270 

1250 

197/3 Khamlcsh 

1971 

—. 

— 

_ 

_ 

3100 

1970 

1900 

1975 

2500 

2850 

1770 

1969. 

1580 

1575 

1565 

1670 

1430 

1968 

1490 

1425 

1355 

1380 

1480 

L-^147 

1971 

_ 

— 

— 

— 

3600 

1970 

2080 

2160 

2900 

3250 

1890 

1969 

1735 

1735 

J710 

1810 

1675 

1968 

Digvijay Higher 

1600 

1640 

1615 

1660 

1740 

1971 

_ 

— 

— 

_ 

3750 

1970 

2095 

2225 

2815 

3225 

1980 

1969 

2120 

1735 

1810 

1955 

1760 

1968 

17’; 5 

1700 

1665 

1715 

1740 

Nagor Co2 

1971 

— 

— 

_ 

_ 

39.50 

1970 

2225 

2500 

2950 

3400 

2440 

1969 

2120 

2045 

2310 

2400 

2180 

1968 

2010 

1905 

2190 

2215 

2345 


• Quotations as on the last day of the months, except for January. January 
quotations are for January 25. 
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When you ecmsider Company assets 


do you miss an 
important asset: 
Expertise? 



A Company's performance is not only measured in terms 
of sales, turnover and net profit.While the balance sheet 
gives an insight into the Company's financial standing, 
one has to look beyond. After all,these figures are a projection 
of the Company's expertise and experience—in product 
development, manufacture and marketing. Greaves have this 
expertise and experiencewhich range from agriculture to 
minerals; and from fisheries to foundries. Greaves are putting 
this experience to work for further improvement and better 
service. The result is that Greaves have over the years 
registered a growth with stability and have kept both 
customers and shareholders satisfied. 

Greaves a multi-mariLet enteivrise 

Agriculture-Automobile-Aviation-Chemicals-Construction 
Defence-Export-Fisheries-Foundries-Minerals-Steels-Textiles 
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to improve the yield is sufficiently well 
known. How to get things done is the 
main question. The problem of in¬ 
creasing yields through use of different 
inputs is essentially organisational. The 
Government, industry, trade and grow¬ 
ers should put their heads together t(j 
evolve suitable organisations at all 
levels ill diffen'nt cotton producing 
tracts for the procurement and supjdv 
of inputs and supervision of the ciop. 
Agricultural scientists also havt* an 
important role to play. 

Finance should not prove to lx- as 
formidable a problem as is geneially 

made out. The coiintiy is already pav¬ 
ing v«’iy dearl\' lor neglecting cotton 
by way ol hng(' expenditnn* ot lorcign 
exchange on imports and iiH'ieasing 

promotional , assistanei' ior textile e\- 
])orts, let .done the exoibilant jniees 
that th(‘ oidinarx' ('onsniner has to pav' 
1(^' cloth. Tt Is far iiioie sensilile to 
spenfl money on eoUon (h'velopment 

tlfan on impoit of eottoii to leed the 
domestic market. The point olhai made 
l)y the indnstiy that il does not have 
snifieieiit Innds to (‘xtend its t'ottoii 
(h’velojnnenl activities in a Ing 'va\ 

tails to convince; it is pavi.jg a heavv 
piic<' anyhow. Considering tliat eottoii 
this stMSon is costlier hy Hs 500 to 
Its 600 a hale, the iiidnstiy will be 
stiendmg anything betwven Its 250 
eiores and Rs 300 crores more on cotton 
than m the pievions s<‘ason. Jt should 
be easily possible lor the indiistiy to 
set up a cotton development hank with 
a capital ol about R.s 25 eiores tbrongli 
a volimlaiy levy^ ol about Rs 50 per 
bah' of indigenous cotton. The results 
achieved by the Indian faitton Mills' 
Fed(*ration’s projects have clearly de¬ 
monstrated that the investment is amply 
rewarding. The future ol the cotton 
textile industry is closely linked with 
the availability of cxillon at cheap 
prices. The industry' cannot count on 


an indefinite sellers* market in cloth 
which seems to be dependent in no 
small measure on the climatic Inxmi in 
agriculture. Cloth prices have already 
been marked up to levels wdiich are 
not w'ithin the easy reach of the ordi- 
naiy consiiniei: of cxiiirse, cloth is not 
an exception, the position in respect ol 
many essential items ol daily life is not 
much diflerent. 


Wanted an Exploration Plan 
—for Vegetable Oil! 

A GROWING Oil .md bit deficit has 
been a pioblcni that has loonufl largr 
lor very' man> \e.ns. Refieeting tlu' 
thionic shuiUige lesulting Ironi disaj) 
pointing pcifoim.ince on the pioduction 
I lout 111 the bice of ev<T ineie.ismg 
coiisniiiptioii it'ipiiiemeuts, Jmman as 
w t'll a-i indiisfrial, oilsi'eds .md oil piu es 
hav(‘ continiietl to seek new' high leveK 
over the yeais lioughs and peaks ol 
seasonal flntlnatiiins sliuw a piogiessi- 
\il\ using tieiid. Thei(‘ has lieiii n(»- 
thing like a ‘'(•asnnal decline in oil 
pnees this stMson, Never befoi<* have 
oil piict'-s been ((uoteil so high at ihis 
time' of the yeai. Ami there si'eins 
little doubt that piiei's would mov'e wiOl 
beyond their 1970 highs unless, of 
ecniise, the Cioverninent augments indi¬ 
genous supply v\ith massiv(' iinixats ol 
oilseeds/oils and tats on a comnieieial 
basis; jjiospeets ot getting soyalican tal 
under PL 480 are far Iroiii promising. 

On current indications the oveiall 
indigenous .snpiily ol vegetable oils this 
season (1970-71) is unlikely to show 
any appreciable ineiease over that in 
the previous season. The groiiiidnnl 
crop which, at one time, was talked 
of uioimd 64/65 lakh tonnes (m sin'll) 
has now Ix'en levised down to around 
59 lakli tonnes — about 7 to 8 lakh 
tonnes more than the not-so-satislactoiy 


harvest in 1969-70. But the gain in 
groundnut is likely to be partially off- 
set by the anticipated decline in the 
major rabi crop of rape and mustard- 
stx'd because of tlie adverse weather 
contlitions in the major producing areas 
dining DccemhiT and January. Castor 
and linseed crops are expected to bo 
ol about the same size a.s in 1969-70; 
so also the sesamum crop. Cottonseed 
]irodnction will I)e much smaller be¬ 
came ol the iiartial failure of the cot¬ 
ton crop. The supply of cottonseed 
oil, how'(‘vcr, depends more on actual 
cinshing than on the size of the crop. 

faiKDir f:L’Hns Wn.c Not Do 

Since only 5 per cent of the area 
nndcM oil.sec ds is iirigated and no high- 
Mc'bling varii*li»\s similai to high-yield¬ 
ing lofjdgraiTis have' ycl c’lnergcd, on© 
t .mnot look lojvvaid to any significant 
mcietise m production even under ideal 
w'rathi'r conditions. And chances of a 
good monsoon lor the filth year in sue- 
cession cannot l)c lated vi'iy high — 
not by j>ast cv]3(Tient‘(.' anyway. It is 
VI ly (lonblliil whetlic'r it will be pos.si- 
blc' to aebieve the Fourth Plan taiget 
of 105 lakh tonnes which itscll is quite 
inadccjuali* to meet tlk' c'ountry’s 
growing ncc-ds. No major break¬ 
through ill oilsci'ds pioduction can be 
expected unless drought-resistant high- 
y iclding and short-duraticm varieties 
are developed (hioiigh intensified le- 
search and the oi ganisational framework 
is strengthened in order to make avail¬ 
able to cultivalois the right inputs at 
the right time and at iea.sonable I3rices. 

Increased pioduction is the c^nly ef- 
ketive answer to the problem ot short¬ 
ages and high pi ices. Since this is a 
long-term .solution, a detennined effort 
IS ni'cdc'd to augment the supply of oil 
])>' other means, ineJnding elimination 
ol waste. 'Ihis calls' for inaxinuiin 
(‘.\l)lnitalion ol all the existing oil bear¬ 
ing resoiiiees and ina\nnnm recovery ol 
oi I till ongli solvent extraclion. Cotton¬ 
seed, lice biaii and various minor oil- 
sc't'ds can Mild substantial additional 
cpi.'intities of oil lor human and indus- 
tiial eonsnmphon. The Govi.‘mnient 
should inovidc* every' possible facility, 
including import of efficient fat .splitting 
plants, lor billei exploitation of the 
evislmg oil bearing re.sources. Thcj 
soap indusliy .sbonld Ik" compelled and 
encouraged to ii.se oils of ininor oil- 
sec-ds instead ot high-priced coconut 
oil and suhsidi.sed mutton tallow. It 
should be possible to devi.se appropriate 
measures to discourage direct consump¬ 
tion of cottonseed as cattle-feed so that 


OlI.SKED.S : iMPOHI.XN'r PlUrE ClI.VNGES 

(Rs, e.x-Bombay) 




1969 

Low^ High 

1970 

Low High 

Jannarv 

Close Low 

1971 

HikIi 

1 

Groundnut (Karad bold) 

((]nintal) 

148.0 

246.0 

192.0 

248.0 

211 0 

210 

219 

Ca.storseed 


94.0 

136.0 

129.0 

175.0 

175.0 

176 

ISO 

Linseed 


119.0 

194.0 

156.0 

205.0 

194 0 

182 

200 

Cottonseed 


70.0 

98.0 

74.0 

100.0 

98.0 

94 

101 

Copra 

fi 

280.0 

475.0 

430.0 

570.0 

535.0 

505 

540 

'Gimindnul oil 

(loniie) 

3250 

5500 

3850 

5675 

4325 

4350 

4500 

GM^nsced oil 

V,, 

3000 

5125 

3825 

5375 

4300 

4350 

4475 

C58siSS^il.^cOTnmerci al) 


2100 

2975 

2850 

4050 

4050 

4050 

4225 

Cocontrt <51 (Cocf|in) 


3900 

6700 

5350 

8025 

7400 

7(K)0 

7400 

Linseed oil 


2700 

4275 

3050 

4800 

4500 

4500 

4675 

Mustard oil” (Delhi) 

yy 

3270 

4400 

4000 

5600 

5200 

5(KK) 

5150 
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larger (luantities of seed become avail¬ 
able^ for crush *ng. Fuller exploitation 
of indigenous resources will reduce the 
epuntry^s dependtmee on imports. Over 
the past few years impoits of oils and 
fats have averaged around two lakh 
tonnes. It will not be possible to ilo 
away with imports in tlie loies<*eabI(' 
future as tlie gap beluecii indigeiams 
supply and deinautl is too big to be 
made good through iMLi('as<‘d piodne- 
tion alone. Hut impoits n<’ed to be 
carefully i^launed if they are to pioduce 
the inaxiirium possible* impact on do> 
niestic pi ices. In view ol the continu¬ 
ing shortage, I'lfective measures need 
to be tak<*n to discouiagi* speculative 
activity and boarding of stocks to keep 
the rise iti luiccs under check. Caedit 
curbs alone will not do. 


Thriving on Scarcity Value 

FEW could have imagined that the sen¬ 
sitive, peace-loving stock market would 
soar past its 1969 peak amidst increas¬ 
ing political tensions and the deterio¬ 
rating law and order situation. Indet'd, 
it displayed a rare spirit of adventure. 
About the middle of February', the 
market stood almost lialf-way between 
its 1969 high and low points. By Ihe 
first week of April it had improved 
upon its previous year’s recoid. Stran¬ 
gely enough, it was the ‘ladical’ Prime 
Minister's saving and investment- 
oriented budget which inovidcd the 
main tlriving foice for the initial nj)- 
thrust. After nesting its weary limbs 
for a few w<‘e;ks the inaikel resimu^d 
its bull campaign in the third week of 
May. Moving on the high altitudes 
was not always easy but the market 
overcamii eveiy obst.icle that came its 
way. Improved corporate peilormanc<* 
reflecting the slow but steady revival 
of the economy, a good monsoon for 
the fourth year in succession, steady 
investment supp<jrt and, above all, the 
paucity of floating stocks piovided the 
necessary bullish fuel. 

The market made its year’s highest 
maik in the first wet*k of Octi)l>er. At 
this point, tlie all-In<lia index for equi¬ 
ties showed a rise of about 37 per cent 
over its February low and it stooil 16 
per cent above its 1969 peak. Nobody 
had imagined that the iiiarket would 
travel that far. And as subsetiuent 
developments showed, the market had 
overstretched itself beyond reasonable 
limits. The rise in carry-forward 
charges to the ridiculously high level 
of 20 per cent to 25 per c(*nt under¬ 
lined th(j unhealthy nabire of the boom. 
Precariously perched on the high alti¬ 


tude the market was easily shaken by 
rumours of an interim budget. Having 
lost its lialance, the market simply, rol¬ 
led down the slippery slope and by the 
middle ol November it had retraced 
nearly one-third of the ground it had 
gaiiK'd dining the year. It has taken 
the niaikct nearly two months to re¬ 
cover from the injuries suffered during 
this fall. Those tw'o months liavc pro- 
vidi'd the much-needed opportiinit>' to 
do some intiospcction and have a care¬ 
ful look at the balance-sheet of bull 
and })ear Fictois which have a bearing 
on the course of equity prices. 

Hocks Gone Awhy 

How docs this balance-sheet look 
like? Thanks to the climatic boom in 
agricLiltiiie, the economy has progiessed 
in seveial diu'ctions. But the coiintrv’ 
will need ( xieptional luck to have ano¬ 
ther good monsoon for the fifth year in 
snccessiim. Although most indicators 
aic noiv pointing upward, tht' economic 
situation is far lioiu satisfactory, 'this 
is eviilciit from the re-emergcncc of 
strong inflationary i)ressures after two 
years of price vf.ibility. Industrial pro¬ 
duction has picked up but the rate of 
gi’ow'th leaves much to be desiicd. 
Shoitages hav<‘ already be.gim to appear 
in lespeet of several coiniin'idities like 
steel, ahuniniuin, paper and soda ash. 
The slow-down has not been due to a 
paucity nl financial lesourccs. For, 
liiiancial institutions are suffering not 
from a dearth of resources but from a 
dearth of suitable investment j)roposi- 
tions. Tlie private sector has been 
complaining about buieaueratic red 
tape, lack of timely decisions, raw* 
niateiial shortages and obstacles to the 
expansion of large industrial houses. 
The Planning Commission is sceiJtical 
alioiit mobilisation of the re.sources 
needed to maintain the stipulated target 
ol industrial growth. Some of the pre¬ 
mises on which the Plan is based have 
alrt'ady gone awr>'. Industrial unre.st 
has lK‘en on the increase. Export per¬ 
formance is lagging w'ClI behind the 
annual growth target of 7 per cent. 
The price situation is causing (consi¬ 
derable anxiety and the enst inflation) 
is beginning to erode indmtry’s mar¬ 
gins, the pinch is acutely felt by units 
which have to operate under price 
control. The increase in the Bank rate 
from 5 per cent to 6 per cent has led 
to a rise in interest rates all along the 
line, and necessitated upw'ard revision 
of yield ideas. The economic outlook 
has been blurred by political uncer¬ 
tainties on the eve of the mid-tenn 
poll. Political stability at the O^tre 


has an important bearing on the'e<x)- 
nomic prospect. 

The stock market has thus to reckon 
with a number of ea)nomic and politi¬ 
cal uncertainties, but the genera] en* 
vironment in which it worked in ’ 1970' 
was jjot perhaps any better. The 
market did remarkably well last year. 
It gave a complete lie to the point 
repeatedly made by its own chiefs that 
the ban on forward trading had shat¬ 
tered investors’ (X)nfidence and virtually 
mined the investment inarketf Invest¬ 
ors had never had it so good really; 
they reaped yet another unexpectedly 
rich liarvesl. Completely unmindful of 
what big business has to say about the 
Government's economic and industrial 
policy, investors have continued to 
lend generous support to aU new' issues. 
Invcstois seem convinced that India’s 
huge piotcctcd market offers ample 
scope to evciy entcriirising entrepie- 
ncur, especially when financial institu¬ 
tions are willing to underwrite the 
financial rc(]uiu*incnts of every viable 
piojiict. 

The stock inaiket looks forwmd to 
the liituio with (“onfidence and its op¬ 
timism does not st'cin misiffaced. The 
corpoiate sector did vncII in 1969-79 
and thi" chairmen of most companies 
hav() fonxast still better lesuUs for the 
cunent year. The biggest bull factor 
loi the market is, of course, the con¬ 
tinuing shortage of scrips. The supply 
of shiues has not kept pace with the 
steady grow»th of investible funds and 
floating stocks have continued to shrink 
with time because of the sustained and 
substantial support from institutional 
investors. According to a study ()f 113 
important companies by The Kcotiomic 
Times, the combined participation by 
Government institutions like LIC, Unit 
Trust and IFC in the equity share of 
public limited companies in the private 
sector worked out at 16 per cent in 
1970. In a number of ciompanies, the 
equity holding of these institutions 
ranged from 30 to 55 per cent. There 
arc many other institutional investors. 
The progressive institutionalisation of 
the community’s savings and the growrth 
of institutional investment have had a 
profound impact on the nature and 
volume of business put ^through on the 
stock exchanges. Institutions rarely 
figure as important sellers. Floating 
stocks of shares have been getting scar¬ 
cer. If new issue activity does not 
develop in a big way even a low* level 
of investment Inquiiy ciya ..sustain a 
boom on the stock exdbaage. /Ihe cult 
of equity has acquired an together 
new dimension scarcity vahie. 
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Emerging Pattern 

Romesh Thapar 


EMERGING patterns ... What are 
these emerging patterns? So far as I 
can see, two patterns are visible. With 
the crack-up of the all-embracing, 
amorphous Congress party — the 
formation which led our people to 
freedom and which was under heavy 
concerted attack from the Left wing 
during the last general elections — 
see, in the first phase, the emergence 
of multi-party C'f)alitions, fronts (‘'unit¬ 
ed" and “democratic"), dais of various 
/description, often parochial, and mili¬ 
tant regional parties. In th(' second 
phase, as a r('si)otise to the .splintering 
of various paities and consolidations, 
therp is developing an uige, paiticu- 
l^rly at continental level, to rally around 
the major parties of Right, Left and 
Centre, to avoid the path of dissipateil 
activity even if it implies support to a 
leader or group of leaders. It is be¬ 
lieved, and fairly widely, that such a 
ilevelopmejit would impait a certain 


stability to an uncertain, transitor>- si¬ 
tuation. The cenbal authority' would be 
streingthened and political-economic 
persi>cctive i estored. 

A great deal of political education 
lias taken place as a result of tlu’ ex¬ 
perience of the last few years. We now 
know that coalitions lacking commit¬ 
ment to a specific progi amine of action 
are of a temporary natuie and that this 
inevitably places greater and gieatei 
power in the hands ol the iiennancnl 
civil .service, which provides the onK 
eontinnimi in a fluid situation. Cur¬ 
rently, even the liec-wheeling Swa- 
lantra part\' seeks a programmatic com- 
milnuMit fiom the so-called Grand Alli¬ 
ance. Tronicallv, the commitment is 
avoided cm the plea thaf it will eni- 
haiiass the free-wliceling elements 

in the alliance! 

Then, again, government by n)m<ui- 
ty, as at the Cenbe, is possible, given 
the necessaiy political skill — although 


thi.s skill is very often the willingnes's 
to respond to poUb'eal blackmail. The 
fact remains that, Indira Gandhi not¬ 
withstanding, minortty. rule inevitably 
places the luling party in a position 
which is uneviuble, a position where it 
can easily be jsres.suri.sed. The DMK 
and the Akalis are not without this 
knovvledgfj and have used it to great 
effc'ct. Small vvmidcr, then, the de- 
inaiul for coalitions based on agrees] 
programmes, as also the still persistent 
search to find a luling party with a 
clear majority. 

It would be naive, and somewhat 
foolish, to fie disturbed by these broad 
devdopments. They aro part of the bu* 
sine.'^s of political growth. The great 
lonnation of the freedom stiugglc, the 
Indian National Congress, a unifying 
platfonn foi divcisc trends, has passed 
through the phase of its continental 
overlord.ship. Political growth has taken 
its loll of the parly’s unity. New for¬ 
mations aris»‘. New alignments are test- 
(‘d. Even jiolarisiitions are sought. 
Th(^ie is a gieat fennont taking place 
in India todav which is bound to throw 
uj) nc'v consolidations. 



In the Commonwealth there are plenty of things we 
enjoy in each other, like culture, music and so on. 

—Prime Minister Heath 
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JflQfinaiS^ iffrx 

More than anyone else, Indira Gan¬ 
dhi instinctively understands these pro¬ 
cesses of politieal change. Her succesN 
in de-linking the elections to the State 
Assemblies from the elections to the 
Lok Sabha. is a significant attempt to 
break the Iiuliun habit ot thinking po¬ 
litically at tw(j levels simultaneously — 
the local and the national. If the habit 
of mixing local with national thinking 
persists, the result will lead inexi)rahly 
to unstable coalition governments at 
the Centre, (iniieh in the st>’l(‘ ol the 
multi-party eoalitions which have shat- 
tered the viability ol several States. If 
a national focus takes place, it could 
mean u landslide lor the iiarty headed 
by Indira (iandhi. 

ThhKVI’ IO I^KMOCRV'IIC, PjlCM KsS 

All the cunning in the world will he 
required, howcvi'r, to steer the (‘lec¬ 
tion campaign away I tom tlu* narrow 
and the parochial. Indiia Gandhi, set^ 
ting off on her first Imnicanc election 
tour without a manifesto and without 
the list of her party's candidates, is 
symbol ic of the style she has brought 
to the current clecti(.>n. It can be — 
and is being — misread as authorita¬ 
rian. It can he desciihed as a threat 
to the democratic process. Yet, such 
a view is wide off tlie mark. There is 
no other way in which a national elec¬ 
tion on national issiu\s for nation.d 
iinity and national viability can be 
held. Attention cannot be allowed to 
dwell on the pett>’ and the trivial in a 
parliamentary, continental election. The 
sights must he raised. Only then will 
it he possible to gain a massive man¬ 
date for a mass line. This is clearly 
Indira Gandhi’s ohjectivc. 

It may well be asked what such a 
doctrine (‘ould he. mass line would 
have to he “meaty” to inakii an im- 
pressKin in today’s cynical situation 
wheie every carpetbagger and pyra¬ 
mid climber is a socialist. Naturally, 
the doctrine has to avoid the pitfalls of 
llightist and Leftist slogan-mongering 
— and yet achieve a positive synthe¬ 
sis of what is best in the creeds of 
the Rightist and Leftist orientations. 1 
believe that under th(‘ impact of the 
political ciystallisation nuw^ taking 
place, increasingly the Centrists, whe¬ 
ther in coalition or under the hegemony 
of a single party, will move towards a 
mass line. 

Such a mass line would cut acros.s 
the usual ideological barriers and focus 
on the key problems facing the pec^ple. 
Already one can discern a remarkable 
afea of cx)inmon agreement between the 


manifestoi^s of the various parties, 
wdiether of Right or Left: 

i The. liigh cost of the necessities 
for mass assumption; 

li The terrible lack of jobs or mass 
urK'inployrnent; 

in The deplorable absence of mass 
housing, 

iv The deteriorating situation in nia.ss 
transport, 

V The confusions in the drive for 
mass literacy; and, 

vi The aw'fiil neglect of the village, 
its life and productivity. 

Significantly, it is also being argued 
by th(! xjuities of Right and Left that 
the critical areas of mass cxincern bristle 
with prol)l(‘ms that can only lx? 
effectively tackled if we radically allci 
the antitpiatcd administrative system 
iiiider which we function. It is iiov\ 
realised that our refusal to trunsfonn 
this system w’ould put a big (piestion- 
inark over the entire structure of pre¬ 
sent-day sociedy. Problems at mass 
level cannot he tackled with the oid 
rusty w'eap(ms belonging to anotht'i 
age. 

In this cxiimection, it would not he 
out ot place to mention that the elabo¬ 
ration of a mass line will demand a 
shaking up of nur iiriorities. Necc.ssi- 
ties before luxuiies. Jobs in the shape 
ot land annies. Mass housing before 
individual homes. Mass transport be- 
for(‘ the piivate car. Effective ina>s 
liteiacy and continuing education be¬ 
fore the RA degree cult. Implementa¬ 
tion is not as easy as it sounds. Laige 
sections of our p<*ople, particularly iii 
the towns, will oppose policies which 
affect their standards of living. They 
would want to cx^ntinue to be the flies 
on the dung heap. But men and move¬ 
ments do not wait on events. They 
create them. Good leadership keeps 
abreast of events, even ahead of them. 
The (centrist consensus-makers will 
have to do just that. 

Repeatedly, and particularly in the 
last moving situation of today, we are 
leminded that the politics of consen¬ 
sus cannot be side-tracked in India. 
This kind of politics w’ill continue to 
have a profound impact, w'hether in 
the modulated phrasing of the mani- 
f(*stoes of parties seeking continental 
.status or in the manner in w’hich poli¬ 
tical adjustments are made. Of course, 
the new peasant elites, now moving 
into the legislatures, often lack the 
sophistication of the earlier elites and 
tmd to express thnnselves rather for¬ 
cefully and even crudely — but here, 
t(m, the processes of continental deci¬ 
sion-making and the need to build a 
national . image will transform the 
scene. 


In this situation, three models of poli¬ 
tical action are in fierce competition: 

i The coalitionists of conservativt 
temper wedded to the ’Status que 
and private enteiprise. 

ii The Centrists of various . huej 
pledged to a mixed economy and 
rapid change. 

iii The polarisers organised in fronb 
and seeking progress through 
sharp confrontations. 

Each model has its own contradic¬ 
tions. Th(- mix of cxialitionists cannot 
survive in status quoisni. Tftc mix of 
Centrists find their dynamics not suffi¬ 
ciently revolutionary'. The mix of po¬ 
larisers know' that their confnmtations 
are meaningful only if they occur con¬ 
tinental ly or else they can lead only to 
the destruction of national unity. 

RFx'OLunoNARy Consens us 

In this kind of situation, the ruling 
Centrist Congress Party holds the 
aces. By and large, it is the inheritor 
ot the traditions of the freedom move¬ 
ment. It commands a continental or¬ 
ganisation. And, iirograininatically, it 
has the potential to be flexible and to 
find the strategy and tactic's w'hicli 
wxmld motivate the many millions of 
India in tow'iis and villages. It suffeis 
from a c'ertain paralysis only Ixeause 
it tends to fight in its^ tiaditional man¬ 
ner, between its Lett, Right and Cen¬ 
trist tactions. The moment this fight 
is ended by a unifying and revolutionary 
consensus on a meaningful policy and 
programme, the other parties, organised 
behind their models, will be compelled 
to expend themselves in reacting, not 
leading. Indira Gandhi, in this con¬ 
text, is making a major bid to condi¬ 
tion the election campaign to formu¬ 
late in the cxiurse of the battle for votes 
a revolutionary, motivating doctrine 
which rallies the Centrists. 

In e^ssence, the paramount question 
remains: W'ill political coherence, the 
first major step along the road to eco¬ 
nomic revival result from these elec¬ 
tions to the Lok Sabha? Increasingly, 
the campaign will take on the charac¬ 
ter of an appeal for massive voting in 
aid of political coherence. If this 
trend fails to cry'stallise, we are likely 
to enter a period of g{fat instability. ^ 

The manifestoes of the parties are 
hardly distinguishable. The issues are 
well known. The Indian pt?oplc have 
to decide who will rule in Delhi — 
for five years. And their political ma¬ 
turity will be tested by the way they 
vote — in splinters or in consolida¬ 
tion ... 
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The (Central -fiBaairwKaiBm 


was ^ main plank in fhe"^)ast%iitt^l 
EbcBonsr The emphasfo^Hiii Has 
shifted to na|im£al ^eo6naiinic ^pbKcfil^. 
If Indira Gan<ftl SKimMOQ^s saains to 
be the centre of atNHSitlon* it u beeanse 
she is identified widi these ^^des. 

The convictlOD &at sosneddns is 
wronft with oor eouOtry, end die de- 
tenninatioin that semetfaing can be done 
about it, have 'iMdidd dm furthest and 
daihest receHms ^ of the nfidional mind. 
But the selhtions elfered in Indka 
Gandhi's pilogrdmme are |Hirt of the re- 
.volution uhidi did not hilppen In our 
country and part of the^ effort to post¬ 
pone the national day of fudgment. 
They proiect largely the past IS mondis' 
attempt to make up .'for the 23 wasted 
years since Independence. This is not 
to say that measures such as land redis¬ 
tribution or abolition of j^rivy purses 
should not be effected. TBut they must 
be seen for what diey ore. 

The main lines of the domestic poli¬ 
tics of Indira ^andfii have so far fol¬ 
lowed a familiar pattern. The US ideal 
of 'economic growth with political sta¬ 
bility' led at a stage to emphasis on 
productivity to the exclusion of social 
imperatives. Tins Green Revolution be- 


a plMtotti beO«i M^hose pfdfits 
VMt into setfidi aceun^laeton, end die 
huhistria] growth oonoealed the concen- 
tradon of monopoly interests. Both 
tended'to widen sodal ineguahty. Cer¬ 
tain corrective m^lsures had to be 
teken, like in^istrial liceqilng and Hmd 
reforms, which in turn threatened a 
eapihd strike leading to a sHuation 
wh^ growth might languish. 

Tliia is the vicious circle within wbidi 
we have been moving for <}uHe some 
time now. There seems small prospect 
of it changing, even if Indira Gandhi 
wins, since the underiying problem can 
never be tackled by neo-oapitalht mea¬ 
sures, 

fn any case, the measures taken so 
far have been half-way-houses, seOkhig 
to dole out some concessions to the 
itmlerprivileged and making at the same 
time protective provisions for the privi¬ 
leged. For Instance, it is often forgotten 
in the midst of the blaring propaganda 
about the prcx-pt^ple benefits oi bank 
nationalisation, that to some big indus¬ 
trialists the c*vetit came as a boon. In 
the months preceding bank nationalisa¬ 
tion in 1969, there was a lot of cor¬ 
nering of shares in antieipation of the 
end of the managing agency system. 


The Blrbm had taknp over ipdlag Baynd^ 
said the CoeblM A^tan CSlables. Thg^ 
OuMfcas Were also aimliig at 
Indian Iron and Steel and Tata Iron 
mtd ‘Affinal. There were qiiesdons -fts 
-FaHttment diout cominwrcial banlcs fin- 
anoilng GdaMkas' qieculatlon in XlfiCO 
shares, dearly, die bidden were ihim 
to secure ueoaiisary resources from the 
banks owned by them. No wonder^ 
then, that J B'D Tata ^heaved a sigh of 
rehef when, on Jmic Sf?, 1969, Covem* 
ment banned fbrwaad ^'li^ding in dharea 
at all stock exchanges. In his annual 
statement for ld68«4IQ as CSbidmiati 
TKCJO, he said: “...ns reoeat evn^ 
In stock exchanges have hi|hUlA»t6ii^ al* 
tempts are made from tiane tp time 
individuals or groups to capture contr^ 
of a company ^for ^maculitlve purpose#' 
or, possibly, widi a view to deriving ppiH 
sonal proto in various ways from the 
operations of to cempany. I am aWam 
that the drastic ste^'toy (Government 
have taken to abehah folhvard trading 
in shares will be resented and d|MI|i>^ 
proved of in some quarters, but I to 
one welcome it and congratulate the 
Government on a rare example of 
Sive action on their part," 

This is an instance of big capitri jgcsL* 
dually abandoning its traditional hosti¬ 
lity to intervention. It is caused 
by big oapitars need for discipline an4 
protection from "piratical raids" by ri¬ 
vals. Nationalisation of banks imposed 
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A FABRIC^ 

A TRADEMARK? 
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'Terene'^ is a irademark for fibre 
manufactured by 

Chemicals and fibres of India Limited (CAFI). 

It IS not a fabric, but a trademark allowed 
on mill fabrics made with Terene' fibre 
fabrics made to rt^id standards of 
performance in durability 
and wearer satisfaction 
Whatever the name of the mill may be, 
when you see the ‘Terene' trademark on a fabric. 
It means the fabric meets 
high standards of performance 
On blend percentages. Crease-resistance. 

Colour fastness Weave. Finish. 

Every single detail! 

It's a lot for one trademark to ensure. 

That's what makes it worth looking for. 



whatever the name of the mill 
make sure thelEREN^ trademark is ON thefabric 


« Re^isttrad tradamark of 
Ch«micals and Fibres of fndrs Limited- 
manufectursri of fibre 
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this disciphne hy preventing business 
houses from drawing resources from 
their respective banks to capture con¬ 
trol of rival houses. State mediation widi 
a centralised di.scii)liue is, therefore, 
often a boon to big capital. 

Indira Gandhi’s industrial policies too 
suffer from the inhibitions in<!vitable in 
a two-sector econoniy, wliere the private 
sector is ovei-wheliningly predominant 
and where there is a built-in piessure 
towards actonimodation with private 
capital. Big business has the power at 
any nioineiit to make Covenmient a 
hostage to its own promises, as is evi¬ 
dent from the admission made by Indira 
Gandhi at her Press conference on 1>‘- 
cember 29, 1970, that businessmen were 
“deliberately" not coming forward to in¬ 
vest, even though the investment cli- 
•tnate was “excellent" (Times of Irulia, 
December 30). By “excellent" climate, 
the- Piinie Minister obviously meant the 
concessions and accommodations made 
Tor*big capital. Assurances to the pri¬ 
vate sector that they can share power 
with the x^nblic sector in what is to b<; 
known as the “joint seetor", have be<‘n 
welcomed l^y some industii-dists like 
Biren Mukherji'c, Cliairman ol ITSCO. 
In his staternc'Ut to the shareholders on 
the c'onii^any's woiking lor tlie ye.u 
ended March 31, 1970, issue in Oetobi i, 
he succinctly j^oseri the problem and ex¬ 
plained why big business wek-onieil 
state intemuition; “Many i-ndustiies, 
and the sh^el industry in particular, ao' 
unable out of tbeir own r^sniirecs to 
raise sufficient funds lor evpansion due 
to the capital-intensive nature of the in¬ 
dustry. In such circmnstances and 
others, Govemrneut’s intention to launch 
a Jiiint Sector is welcome," Thus, the 
public sector is welcomed as a ‘milch 
cx)w' by the private sector. 

Even outside the joint sector plan, 
and a)ntrary to t^M^ usual propaganda, 
big industries are allowed to expand. 
Till August 1970, 22 industrial licences 
were granted to the large industrial 
houses which come within the purview 
of the Monopolies and Restrictive Trade 
Practices Act. In spite of Govemment’.s 
policy of avoiding foreign collaboration 
in fields in which knowhow is already 
available, in the quarter July to Sep¬ 
tember 1970, 49 foreign collaboration 
proposals were approved, with Britain 
heading the list with 10. 

When one thus compares facts with 
the Right-wing complaints about res¬ 
trictions, one is reminded of the com¬ 
ment made in ^1902; ip a simtllor situa-' 
don by John P Lewis, 
of the US AIB^s Mission to India .. 


much of tlie private sector attack on 
the Govenimcrit’s industrial policy in 
India ... is misleadingly shrill. The 
facts are that . -. most Indiiin industria¬ 
lists have continued to supi>v)rt the Con¬ 
gress; and that tlic few major industri¬ 
alists who have been issuing Iilanket 
Xmblic indictments of govemnicnt econo¬ 
mic policy have usually at the same 
time been investing heavily in private 
industiial expansion. Not only is tbit 
Iiiivatc soctoi xiies(MitIy faring far better 
than the laissez-faire publicists indicate, 
it does not by any means necessarily 
facx* the long-Jiiii relative .sluinkage that 
the Industrial roliey Resolution seems 
to promise" (“Cuiet Crisis in India"). 

Tlie Irequont coinplaints and the ro- 
lusal to invc.st might therefore be a 
quite eifective means to blackmail Gov¬ 
ernment. And the significant retreats 
made by Government, in the form of 
pennissions to big cai^ital, indicat(‘ 
Indira Candlu’s elusive pursuit of the 
liu.st of the very pi'oplc whom she often 
most fJeriely denounces as “vested in- 
teicsts". Since sht' seeni.s to be perma¬ 
nently installed in a “mixed economy", 
she will need tht^ goodwill of the capi¬ 
talist class to g('t anywhere at all. 

In th<‘ agiicultural sector also, in the 
absence ot bioad-based co-opci ali\ <* 
larmnig by .sni.ill and middle j)ea>anfs. 
the luliiig cla.ss had to depi-iid loi 
growth on the rich piM'^ants who had 
the higliesl uiowth iiotential because ol 
their command o\('i icsomces and their 
ability to take advantage ol technologi- 
lal (levclofMiKmts, But the\ could not 
be exiiectcd to be involved with I hi' 
national needs of overall developrncDt. 
So the mcoint's lioin bumper crop.s wen* 
not available lor investments in indus¬ 
try: instead, they W’ere absorbed in 
o^nsumer spending and extravagances. 

It is because of the cxmipulsions that 
follow from th(*se contiadictions that 
Indira Gandhi is seeking a new base 
and desires to mobilise the lural small 
and middle peasantry and the urban sa¬ 
laried employees. The future measures 
suggested in the election programme, 
far from involving any sacrifice for those 
already above jioverty level, w^oukl only 
enable a very appreciable increase in 
the consumption of these sections of the 
urban and rural classes. There is no 
indication of how the glittering promi.se 
of providing employment to 1,000 peo¬ 
ple in every district is to be kept. May¬ 
be, the Congress(B) ha.s in mind the 
medium and large-sizt^ farmers who 
have begun to take what might be call¬ 
ed an ^entrepreneuriai* attitude to their 
work and might generate, in the pro¬ 


cess, employment opportunities for a 
fraction of the rural poor. 

On the contrary, there is reason to 
believe that the pattern of consumption 
set by a strong vested interest in tho 
rural areas would make the small far¬ 
mers iind tlu* wage labourers divert 
their little extra income to extravagance. 
'I'hc rate of increase in standard.s of 
aspiration in the coiiiitr>side is accele¬ 
rating faster than the rale of increase ro 
actual levels of living. Tliese standards 
arc set by the levels achievc*d by only 
the pro.sperous minority — the benefi¬ 
cial ies of the Green Revolution in some 
arenas. 

The situation in the urban areas is 
oven worse. Large-scale production of 
air-conditioners, refrigerators, radio¬ 
grams, and other such luxury items 
available for purchase to a minority of 
the total urban population, ha.s already 
created a social escalation of material 
desires. The strengthening of tliis 
upper-class yardstick of material achi¬ 
evement i.s evident from a recent report 
suggesting that gold smuggling is giv¬ 
ing wav to the inflow of smuggled con¬ 
sumer luxuries. The Customs seized in 
19^9 gold worth Rs 5.30 crores; as 
again^t this, luxury goods seized in- 
f luck'd Rs 4.16 cTores worth of w^atches, 
Rs 3.48 Cl ores of synthetic f.abrics, and 
Rs 2.98 crores of nylon and polyester 
\arn. Commenting on tho phenome¬ 
non; a newspaper leiiort pointed out: 
“The authorities could veiy well keep 
the bullion that corne.s their w'ay either 
as cunimcy backing or to meet official 
obligations abroad to pay in gold, but 
the large volume of luxnr>'’ goods of all 
descriptions that they seize leave per- 
foicc to be .sold to the public.” (The 
FiuanrUil Express, October 27, 1970.)/ 

Coverninent also is artificially inflat-' 
ing private needs. Instead of improving 
taeilitie.s for the cnlloctive, it is encour¬ 
aging production in small quantities of 
such goods as the ‘small car’ for the 
dele.ctation of the few. While the col¬ 
lective transport system in cities — 
like the bus or the circular railway or 
tlie underground system — needs to 
he expanded and improved first in a 
lK)or country like ours, Government 
neglects it. Instead, by proposing to 
introduce the ‘small car’ it will create 
a new want, encourage the social pres¬ 
sure to obtain a vehicle leading to a 
decrease in sayings, and provoke so¬ 
cial di.sharmony by the addition of a 
socially conspicuous distinction. 

Yet the einifiiaslB on private con¬ 
sumption at the expense of collective' ^ 
needs does thirow open oppentunities 
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to the emergtog socisj groups — the 
small and middle farmers in the rural 
areas and the salaried employees — 
whom Indiri Gandhi seeks to involve 
in her nation-building programme. The 
larger rural sections of the populatif;n 
or the low-paid industrial wage earn¬ 
ers would haidly be affected by thcNC 
opportunities. 

If the promise ol a eeiling on in¬ 
comes in Indira Caiidhi’s prograirnne 
inspires hopes ol ecjintabU- distribu¬ 
tion of income, a little probe into the 
situation would dash such hop(^. Th<’ 
indirect income I^t-nefits havi* reaclictl 
such a pitch todu\ tliat a mere compa¬ 
rison Ix'tweeii two persons’ incomes 
tells us little about the leal difference 
in their standaids ol living. One can 
buy liixiitKills cais aiul maintain them 
at the evpense of the firm, get meal 
vouchers, season tickets, subsidised or 
free housing, among other ^n^vlle^e^ 
immune to the income tax. No ctnling 
on the money ineome can pievenl tins 
hierarchy of privileges built into our 
wage and salary slnicture. On the other 
hand, the lovser iticxurM* group have no 
comparable jirivileges and find to then 
chagrin indirect taxes eating into their 
ineagie ineome. Pioinises held out for 
the entire poor would, theretoie, ex¬ 
tend only to .sections ol the small a ml 
middle-income groups. As John f 
Lewis suggested sometime ago: '‘The 
primary i^nipost’ of the centr<'\ assault 
on low-end poverty should be to shore 


up disadvantaged groups and classes 
wdthin their respective areas, not quick¬ 
ly to equalise incomes between areas/’ 
(“Wanted in India: A Relevant Radi¬ 
calism”, Economic ofui Political Week¬ 
ly, Special Number, July 1970.) 

Hopes generated by the promises in 
the programme will bo sustained by 
the Congress(R) in their election cam¬ 
paigns. Speeches will be. loaded with 
('onsuiner appeal. Failures will Ijc at¬ 
tributed to the obstruction by the 
Rightists. Supixirt lor Indira Gandhi 
will lie urged solely by evoking the 
dismal spectre of a Rightist takeover. 

Interest Limitations 

But these liniitation.s are inherent in 
liidira Gandhi’s own class and econo¬ 
mic policies. Kndow'ed with a little 
moie farsightedness than the old Con¬ 
gress lK>sses, she can only retain the 
support of a section of the middle in- 
come group which was getting disen¬ 
chanted with the undivided Congress 
and evteiid her influence to a section 
ol the woiking clas.s enjoying the biiiie- 
fits ol high wages and privileges — 
the two groups which have stakes in 
the pi event set-up and are susceptible 
to social di’Mo.Tatic slogans. No won¬ 
der then that the farsighted capitalist 
section ol the Indian ruling class and 
the reformist tendencies in the 
Lett movement find a common meeting 
point here. If Indira Gandhi can 
work out this strategy, .she. will be able 


to 'postpone for soiM time ifie dsty 1m: 
which the final show'down between biff 
capital and can take place. 

Concessions to the white-collar ocn- 
ployees in the form of higher wages, 
or flow of bank credit to the small 
farmers might help her. to win their 
votes. 

But in the absence of any eftort lo 
cut conspicuous consumption, to cqrb 
the profits of big capital (during 
period from 1950-51 to 1967-68, tax 
on income, the tax affecting the rich, 
rose much less than taxes on coli^mo- 
dities and to break its hoM on society, • 
such cxincessions wouhl hardly help in 
building up the et'onomic resources of 
the country. In fact, if the trend is 
allowed to continue, inflation is bound 
lo get more acute. But then, .she can 
rely at such moments of crisis on foreign 
aid from both camps, made available 
mainly because of the competitiveness 
h<‘tween the two for extending their 
rcsiiective spheres of influence. 

The central contradiction into which 
our system is thus twisted tends tc 
govern all our political activities. It 
also tends to make nonsense of any 
neo-capitalist approach to it, like that 
prefigured in Indira Ciandhi's program¬ 
me. The sheer intractability of the 
problem suggests that a solution may 
have to go well outside the limits al¬ 
lowed ])> capitalist thought and 
action. 
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FROM OtJR CORRESPONDS^ 


NEW DELW 

Recline and F 

IN Ae midst of the excitement over 
the coming polJ to Lok Sabha and the 
complete preoccupation of the entire 
political and governmental leadership 
with this fateful electoral contest, it 
is futile to expect that any attention 
would Ix' paid to the economy and its 
management. New Delhi is just now 
totally preoccupied with guessing 
games about the outcome of the elec¬ 
tions. 

The election manifestoes of the vari¬ 
ous parties inevitably contain a ple¬ 
thora of promises. Most of these need 
not be taken seriously. But there are 
, some common points in the approach 
of all the parties which it may be 
, useful to take note of. 

Competition in radicalism is a strik¬ 
ing feature of all the maniiestoes, 
though the fan Sangh’s probably takes 
the cake. ‘War on Poverty’ is the com¬ 
mon theme; all the parties express con¬ 
cern over the unemployment problem. 
Concentration of economic power and 
the disparities in wealth and incomes 
also figure prominently. Interestingly 
enough, Congress(R) is probably the 
most modest, if not also the most 
vague, in its election manifesto. 

What stands out sharply i*, the al¬ 
most complete avoidance of any re¬ 
ference to development planning and 
ill particular the Fourth Plan which 
is supposed to be in operation. Jan 
Sangh does speak of its own Swadeshi 
Plan which will achieve a ten per cent 
growth rate without any foreign aid. 
But it is surprising that even the Con- 
gress(R) manifesto does not make any 
mention at all of the Fourth Plan, or 
of planning at all. 

A marked feature of the approach 
to economic matters at the political 
leyel for some time Has been the stress 
on distributive rather than develop¬ 
mental and production problems. The 
proposition, ^ forcefully put forward 
in the Nehru era when developmental 
planning was making headway in the 
country, that there was no point In 
distributing poverty is at pres^ent ad- 
most unive^^ly at a discount. In tH« 
Uijht of the di^pailties In in- 

pott^e .this appw 

td. be extend 

J5P iO 

Are Moi. atetdst cdmi^etely 


ill of Planning 

glected, should be a matter of some 
concern. That no such concern is 
really felt can be seen in the treat¬ 
ment of economic problems in the 
manifestoes of all parties. 

The question of unemployment, 
which is closely related to the rate of 
growth and diversification of the eco¬ 
nomy, is also treated superficially. In 
the case of the Jan Sangh there is a 
promise of full employment, but this 
is hung on the nuclear programme or 
rather the nuclear bomb programme oi 
the party. There are two sentences, 
one after the other, in the Tan Sangh 
manife.sto which are revealing in this 
context. The party declares: “Jan 
Sangh will plan for full employment. 
The nuclear programme will absorb 
educated iiiu*mployment.’‘ It is in this 
manner that the party hopes to find 
employment for all skilled persons 
within three years. In its scheme, em¬ 
ployment and militarisation go to¬ 
gether. Tt is oblivious of the fact that 
in Indian conditions, a step-up in de¬ 
fiance expenditure need not expand 
employment opportunities in the eco¬ 
nomy, On the contrary, whatever in- 
crea.ses in defence expenditure have 
had to he undertaken in the last few 
>ears have actually weakened the deve¬ 
lopmental tempo and have aggravated 
the unemployment problem. 

A Matter of Dor.ns 
CongressfR), on the other hand, 
deals With the unemployment problem 
in its manifesto most vaguely. Tt ex¬ 
presses concern over the problem and 
then suggests that a minimum economic 
basSe is essential to deal with it and 
that, therefore, priority has to be 
given to the building up of such a 
base. It is implied in the manifesto, 
though not explicitly stated, that this 
minimum economic base has now been 
built and that, it will be possible to 
undertake an integrated national works 
prpgramjine to give gainful employment 
to paore people. The works proposed 
under the programme are to be such as 
wopld create physical assets and pro¬ 
vide the infrastructure for the further 
growth of the economy. This is a far 
.cry from the much talke4 of idea of 

^^y^ppment ptonniog fn a 
so that |t be^i^es 

Of^te^ All that app^/s to be in 


view is the launching of another ver¬ 
sion of the rural works programme^ 

The much advertised crash pro¬ 
gramme for employment, which is pro¬ 
posed to be launched in April and 
which is estimated to give employ¬ 
ment to 4.5 lakh persons in one year 
at a cost of Rs 50 crores, does not find 
a mention in the manifesto. However, 
it is interesting that the crash pro¬ 
gramme is proposed to be administer¬ 
ed by the Community Development 
Department and may hardly be distin¬ 
guishable from the other aspects of 
the community development pro¬ 
gramme. 

So far as the Left parties are con¬ 
cerned, the question of unemployment 
is ticated by them even more super¬ 
ficially. In their case, the matter mere¬ 
ly boils down to the demand for un¬ 
employment doles or unemployment 
relief which by implication has relev¬ 
ance only for the organised sections 
of workers in organised industries. 

ITiere is nothing significantly new 
on land relations in the election mani¬ 
festo of any party. Old worn-out slo¬ 
gans have been repeated- The Left 
paitics demand lowering of the celling 
on land ownership which the Jan 
Sangh opposes even though it also 
proclaims its support for the slogan of 
land for the tiller. But it is significant 
that the CongressIR) manifesto too is 
silent on the question of lowering the 
land ceiling and confines itself to pro¬ 
mising secuiity of tenure as the ess¬ 
ence of its programme of agrarian re¬ 
form “for the spread of new techno¬ 
logy in agriculture’*. Considering the 
preponderance of rich landowners 
among thr CongressfR) candidates this 
is not at all surprising. 

In fact, a striking feature of the 
manifestoes of all political parties is 
the pandering to the peasantry with¬ 
out making any distinction between the 
various strata of peasants and their res¬ 
pective roles in the rural areas which 
are supposed to be passing through 
the so-called “green revolution”. There 
is monotonous unanimity about the 
need for incentives to the farmer, par¬ 
ticularly in regard to the price of his 
produce. This is regardless of the fact 
that the comparatively well-to-do far¬ 
mer with a marketable surplus to sell 
is already assured of scarcity prices, 
not to speak of incentive prices. The 
significant increases in the Ust three 
y^^rs in production and productivity 
in" the case of producers for the mar- 
^pt {$ not at all taken into accout^. 
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Nobody, of course, mentions the need 
for an income tax on the richer far¬ 
mers and landowners. The landowner- 
peasant, numeious and socially influ¬ 
ential, is a vital t lement in the elec¬ 
tion calculations of all parties. All 
parties must, ihejcfon*, compete in 
offering assurances of concern and 
support for his interests. 

Since development iflaiming receives 
little or no attention, it is perhaps 
understandable that a blind eye should 
be turned to the question of resources 
for investment. The issue does not 
figure at all even in the Congress(R) 
manifesto though on being returned to 
power, as appears most likely, the 
party will bti called upon to deal with 
this ticklish problem almost immedia¬ 
tely. The Samyukta Socialist Party- 
does talk about this matter in its own 
fashion. It puts forward the thesis that 
merely by putting a ceiling on per¬ 
sonal expenditure at the level of Rs 
1,500 crores per month, as much as 
Rs 15,000 crores per year will become 
available for investment in develop¬ 
ment. How it reaches this conclusion 
is not clear. 

As was to be expected, the ques¬ 
tion of property rights figures proini- 
nently in all the election manifestoes 
and compared to the past this marks 
a significant point of departure. All 
Left parties take a fairl.v forthright 
stand in favour of limiting the right 
to piivate propeity even while assur¬ 
ing small property-holders that their 
property will not be touched. The Jan 
Sangh, on the other hand, stands forth 
as the champion of private property. 

The main emphasis in the Con- 
gress(R) manifesto in this connection 
is on assuring the small property- 
owner that his property would be 
protected rather than on taking a 
bold stand on limiting the right to 
property. This is evidently intended to 
dispel the misgivings which the Right- 
wing parties are attempting to create. 
The idea of amending the Constitu¬ 
tion, which has been voiced so force¬ 
fully in many quarters since the Su¬ 
preme Court judgement on the privy 
purses issue, is also treated in the 
Congress(R) manifesto with great 
circumspection. The Left parties take 
a more outspoken and bold stand. 

The Jan Sangh has raised an in¬ 
teresting point through its proposal to 
set up a National Commission to deal 
with the ownership pattern of indus¬ 
tries and to lay down new criteria for 
determining the forms of ownership. 
By implication this is clearly a pro¬ 
posal for limiting the scope of the pub¬ 


lic sector which in the Jan Sangh’s 
view should not be further expanded 
but only “consolidated”. The propos¬ 
ed National Commission would be tree 
to even recommend that some of the 
existing public sector enterprises may 
be handed ovei to private enterprise. 
This is in sharp contrast to the stand 
of the Left parties, particularly the 
two communist parties, which have 
come out more forcefully than before 
for not only the expansion of the pub¬ 
lic sector in a big way but also for 
wide-ranging nationalisation measures. 

Here again, the Congress(R) mani¬ 
festo is very circumspect and is more 
concerned with holding out assurances 
to the private sector than with strik¬ 
ing a bold radical posture. The inten¬ 
tion to take over general insurance has 
been reiterated, probably under pres¬ 
sure from the younger, radical ele¬ 
ments in the party. But that is about 
all. The proposal for the public sector 
to enter manufacture of consumer 
goods does not And a mention in the 
manifesto. The manifesto speaks of the 
legitimate role for the private sector 
and says that ihe private sector will 
be stimulated to the maximum extent 
possible “without allowing the emerg¬ 
ence of private monopolies and con¬ 
centration of wealth and economic 
power”. 

PiAMMtns Pi.OD On 

While the election manifestoes of the 
ruling party as well as of the opposi¬ 
tion parties give hardly any political 
diuction to the management of the 
econom> and its further development, 
there is considerable trepidation in the 
Planning Commission and among offi¬ 
cials in charge of economic matters in 
the government about how matters will 
stand after the elections. It seems 
to be generally agreed that the election 
outcome is unlikely to mark any sharp 
break with the established set up ot 
things. But how exactly policies will 
evolve and will be carried out remains 
a subject of much guesswork. 

Meanwhile, the Planning Commis¬ 
sion plods on with the work of formu¬ 
lation of next year's annual plans for 
the States. Announcements are being 
made from time to time about the 
Plan outlays for one State after an¬ 
other. But these are hardly to be taken 
seriously in the prevailing conditions. 
This activity is the result of the insist¬ 
ence of the Commission’s Deputy 
Chairman that the Commission’s work 
should remain aloof from and unaf¬ 
fected by political develofimeQts. At 
least this is how, according to him, 
the functioning of the Commission 


should appear before the politicians 
and the public. 

While this surface activity goes on, 
thr Planning Commission is well aware 
chat so far as the present Foui^h 
Plan is concerned it can now be treated 
as merely a formal document which 
has no relevance to the work of the 
Government. If it is not abandoned al¬ 
together it will have to undergo a 
significant revision after the elections 
even if, as appears most likely, the 
present government remains' in office. 

Vojana Bhavan is, therefore, initiat¬ 
ing fiesh studies with a view to pre¬ 
paring a comprehensive report on the 
state of the economy and the perspec¬ 
tive for development. The report is pro- 
jxised to be submitted to the new 
Government at the Centre, after the 
elections. Similar exercises are likely 
to be undertaken in the Prime Minis¬ 
ter’s Secretariat too. The appointment 
of a professional economist as Adt^iser 
to the Prime Minister suggests this 
possibility. The Prime Minister's Ad¬ 
viser is now said to be engaged in 'co¬ 
ordinating’ the work of the various 
economic ministries, whatever this 
might mean. He is also expected to 
draw up sonic kind of a plan to deal 
with the unemployment problem which 
is proposed to be treated as indepen¬ 
dent of the general plan for develop¬ 
ment. How the work in the Planning 
Commission and in the Prime Minis¬ 
ter's Secretariat will be co-ordinated 
is not quite clear. 

The report to be prepared by the 
Planning Commission can serve a use¬ 
ful purpose as some kind of a mid¬ 
term appraisal of the performance of 
the Fourth Plan. It is well known that 
the Planning Commission is very cri¬ 
tical of the implementation of the 
Plan and the lack of discipline within 
the Government in this regard. The 
mid-term poll has evidently made 
things worse for Plan implementation. 
Yojana Bhavan is full of reports not 
only about the ditching of the Plan 
in implementation but also about its 
likely abandonment. In the light of 
the progress so far recorded, it is a 
fact that the Fourth Plan can hardly 
serve as a guide for developmental 
planning in the comiffg years. It hat 
been suggested that a new plan would 
have to be drawn up, not necessarily 
for a five-year period but with a 
longer span, so that the targets and 
objectives broadly conceived for 1980 
can be brought within its scope. Of 
course, these are ihst tentative ide^ 
and must remain so till after the eleo* 
tions, 
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Confused Confrontation 

Mohit Sen 


THE coming elections are unusual in 
so very many ways — not least in the 
fact that it is through confusion that 
confrontation is forcing its way and yet 
creating, in turn, a new type of confu¬ 
sion which only further confrontation 
can clear. 

In Kerala the isolation of the CPI(M) 
is now complete. Even it^: loyal 
satellites have been compelled to break 
loose. The vSSP has found itself out 
of bounds ^ because on the national 
. level it has openly aligned itself with 
one of two combinations both of 
.which the CPKM> considers to be 
equally reactionary. Though this is 
. not the reason for the other desertions, 
the KSP and the ISP have also 
been given quit ordeis. perhaps be¬ 
cause the number of Lok Sabha seats 
are far too few to enable even a few 
crumbs to he thrown to the self- 
acknowledged very junior partners 
That the CPI(M> realises that it is in 
very serious difficulties, is proved 
by the switch to another constituency 
effected hy its senior parliamentarian, 
A K Gopalan. He has shifted from 
the Kasergodc constituency, which 
he has held since 1052. straight to 
Palghat, not even stopping off at 
TcIHcherry, The only reason for which 
Krishna Men on has been brought to 
his home State and offered the 
Trivandrum scat is the CPI(M)’s hope 
that this would place the CPI in 
particular difFiciilty. The Trivandrum 
seat is the only one for which the PSP 
can hope to contest with any chance 
of success. If the PSP is let down 
here, then it would certainly be justi¬ 
fied in having second thoughts about 
its place in the ruling United Front. 
And this would give the CPl(M) the 
chance to pull down the coalition gov¬ 
ernment. It is also significant that, 
as a price for its support in Trivan¬ 
drum, it is demanding that Krishna 
Menon should publicly declare that he, 
too, regardu the Jan Sangh-Syndicate- 
, Swatantra combine to be no more 
dangerou.s than, and no different in 
character from, the ruling Congress. 

In other words, he would have to 
surrender his independence in order to 
be supported as an Independent by 
the CPI(M),' The .offer of the Tclli- 
cherry seat by the United Front and 
the mling Congress to Krishna Menon 
puts both }iita apd the CFl(M) in a 


quandary. It it is a winning seat that 
he is after then TcIIicherry, even in 
opposition to the CPl(M) would be, 
at least, as goi>d as Trivandrum. 
And those who arc are offering him this 
scat are not asking him to Shift his 
political stand but are offering the scat 
to him on the basis of his record. 
Krishna Menon is. however, not likely 
to make the rational choice. 

The adjustment of .seats with the 
Kerala Congress puts the United 
Front-Ruling Congress alliance in a 
very strong position as far as winning 
seats is concerned. The Kerala Con¬ 
gress, too, would be greatly benefited 
in this respect. But there are problems 
that will surface when the confrontation 
with the Right bl(K becomes more in¬ 
tense at the national level. Of course, 
there would not be these and similar 
pioblems if the CPl(M) had taken an 
anti-Right stand in these elections as 
well as on so many other issues con- 
fionting Kerala. The struggle against 
the continuing confusion in Kerala is, 
above all. a struggle against the sec¬ 
tarianism of the CPf(M). 

In Tamil Nadu, on the other hand, 
the CPl(M) is not the factor that 
causes confusion since its mass influ¬ 
ence is far loo restricted. The signifi¬ 
cance of its keeping out of the progres¬ 
sive front is the attitude that if has 
adopted towards the Syndicate. It could 
not escape the attention of the Press 
that at his press conference in New 
Delhi on January 23, Sundarayya 
omitted any reference to the Syndicate 
when he explained that his party was 
asking its members and siipporlers to 
vote against the Jan Sangh and 
Swatantra. The real difficulty here is 
the obstinate refusal of the ruling Con¬ 
gress to face the facts of life — viz, 
that its mass base has, by and large, 
gone over to Kamaraj’s Syndicate and 
that the latter can be defeated only if 
the DMK is accepted as the major 
force in any anti-Right combination in 
Tamil Nadu, also the fact that tlie 
ruling Congress is not significantly 
bigger than some of the other partners 
of the DMK in the progressive front. 
The ruling Congress in that State had, at 
one time, projected the idea of a third 
force which would be strong enough to 
challenge both the DMK and the 
Syndicate and, perhaps, benefit from 
the conflict between these two major 
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political formations. It abandoned this 
idea not only because those others ^ 
whom it wished to attract were scepti¬ 
cal about the viability and strength of 
the third force, but also because some 
of its leaders took a more realistic view 
of its own strength -- more particular¬ 
ly after the results of the recent muni¬ 
cipal elections were made known. 
Nevertheless, it has made a fantastic 
clajm as to the number of seats it 
should be allocated for the Lok Sabha. 
It is around these Lok Sabha seals, and 
not With icgard to the allocation of 
Assembly scats, that the most serious 
conflict has arisen. It almost appears as 
if the ruling Congress would not mind 
if the DMK continued to rule Tamil 
Nadu, but that it would mind having 
to depend on DMK support for the 
continuation of its own rule at the 
Centre. Indeed, the ruling Congress would 
like to have a safe majority of its own 
in the lok Sabha, and further, to 
secure this, it would like the DMK to 
abandon its other allies as well as sacri¬ 
fice some of its own scats. Overesti¬ 
mation of its own strength apart, it is 
this electoral strategy and objective 
that is creating ditTicullies in Tamil 
Nadu, and not there alone. 

Without abandoning that objective 
and strategy — or being compelled to 
do so — it will not be possible for the 
anti-Right consolidation to take place 
as rapidly as it must, if India is to 
avoid catastrophe. Apart from this, it 
should be realised that in Tamil Nadu, 
at any rate, the Right, almost exclu¬ 
sively represented by Kamaraj’s Syndi¬ 
cate, is a powerful contender. It has 
an organisation that can surely match 
that of its opponents — to say nothing 
of the scope for demagogy, given 
Kamaraj’-; old image and the middle- 
castes* awakening and support which 
he had secured since quite some time 
ago. In the confrontation, too, lids an 
element of confusion; but here, equally, 
it is through the confusion that the 
present stage of confrontation creates 
that a still more purposive alignment 
can be secured. Should any political 
force throw up its hands in pious 
horror on the ground that the present 
confrontation is confused, it would 
only aid those to w'hom polarisation 
would mean disa.ster. ^ 

In Andhia the most notable facts are 
the still largely undifferentiated charac¬ 
ter of the ruling Congress and the 
peculiar nature of the Telcngana 
Praja Samiti which offers its support 
to Indira Gandhi at the same time as 
it offers the most serious challenge to 
the ruling Congress in that region. The 
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best example of the difficulty encoun¬ 
tered in making worthwhile distinc¬ 
tions between the ruling Congress and 
the reactionaiy combine is provided by 
the. choice of the ex-Chief Secretary, 
M T Raju, as the candidate of the 
ruling Congress for the Narsapur Lok 
Sabha constituency. This woithy gentle¬ 
man vacated his office only after he 
was sure that he would be given the 
ticket — making a revealing com¬ 
mentary, thereby, on the so-callcd im- 
paitiality of the "‘non-political” bureau¬ 
cratic sector of ihc administration. And 
the ruling Congress in Andhra gave 
him the ticket, knowing him as one 
of the bigger landloids of the Stale 
against whom there were serious alle¬ 
gations of land-grabbing. And, he is by 
no means a unique example. Indeed, he 
i'> fairly representative of the kind of 
, candidate the ruling Congress has set 
up It IS little wonder that Brahma- 
.oanda Reddi offered such stout resist¬ 
ance-even to any talk about reducing 
♦ tlx ceilings on landholdings and hustl¬ 
ed through the Andhra Assembly such 
a retrogiailc TenancN Act. 

In the Telengana region the I’clcn- 
gana Praia Samiti. by forming itself 
a-, a party, automatically excluded fiom 
its ranks the SSP and some other small 
parties which were its components. By 
dtclaiing that TPJs candidates, if elect- 

TAMIL NADU 


ed, would support the adoption and im¬ 
plementation of progressive policies at 
the national level, the new' party made 
itself fit to become a branch of the 
luling Congress in the region, should 
separation be finally decided upon. It 
will be extremely difficult for the ruling 
Congress to run any worthwhile politi¬ 
cal campaign against the TPS in Telen¬ 
gana and the latter is likely to do well 
in the elections even if many of its 
opponents were also swearing b> 
scpaiate Telengana. 

The grave consequences of the split 
in the Communist movement are to be 
seen in the somewhat minor roles that 
the CPI and the CPKM) would be 
playing in these elections in the Slate 
Offers of a United luont, or even a 
public non-aggression pact, made by 
the former to the latter, have not 
borne any fruit. The CPl(M) is to join 
with the Syndicate in some consti¬ 
tuencies and with the ruling Congiess 
in Selengana and only to make local 
.adjustments with the CPI in some 
places. This is a great pity as the unity 
of the two parties would not only have 
been of great mutual benefit but would 
have helped to form the nucleus of a 
genuine Left and denuKialic friint in 
the State It has to be hoped that ex¬ 
perience vmII not extract ti>o costly a 
pi ice before compelling recognition. 


DMK on the Defensive 


FN the South only Tamil Nadu will 
have simultaneous elections to the 
State Assembly and the l.ok Sabha. 
The elections in Tamil Nadu arc signi¬ 
ficant for a different reason also. Here 
Congress (R> is not interested in win¬ 
ning power in the State; it is concern¬ 
ed only with preventing Congress (O) 
fiom doing so. The battle lines have 
been drawn and the Progressive Front 
led by DMK and the Democratic Front 
led by Congress (O) have got down to 
the ^ delicate tasks of sharing of seats 
among the partners in the respective 
Fronts and, after that, of deciding 
upon candidates from among the large 
number of aspiranlfi. 

CPfM) could not fit in ideologically 
with cither of the Fronts and so has 
decided to go it alone In a sense, 
therefore, it is in a happier position — 
it docs not have to share seals with 
any other party. Since the party is on 
the whole more disciplined than any 
of those making up the two Fronts, the 
process of selecting its candidates was 
also smooth. The first instalment of its 


list of candidates for the Lok Sabha 
and the State Assembly was announced 
long before either of the two Fronts 
cculd conclude their deliberations 

Ca \f rFOT.T .ow Fas 

The Democratic Front led by Con- 
gicss (O) consists of four parties with 
two other party-factions supporting 
them. Of these Swatantia party has 
evidently decided to subordinate Us 
claims to those of Congress (O) and to 
become virtually a campfollowcr of the 
latter. If the public pronouncernenis ot 
Swatantra leaders arc any indication, 
the party is unlikely lc» do anything to 
endanger the unity of the I lont As 
for .Ian Sangh. it had no member in 
the last Assembly and no member from 
the State in the Lok Sabha; in all it 
had polled a little over 20.000 votes in 
the 1%7 elections. SSP had two sitting 
MLAs and had polled some .S4.00() 
votes in 1967. But this had been achiev¬ 
ed as a partner in the DMK-led 
alliance. Like Swatantra, therefore, 
these two parties have also to make do 


with whatever role the leading partner 
in the Front, Congress (O), assigns to 
them. This naturally makes Kamaraj’s 
task, as the undisputed leader of the 
Democratic Front, very much easier 
than that of Karunanidhi in the Pro- 
giessivc Front. 

Kamaraj has also the advantage that 
he has been in constant touch with the 
Tamil Nadu electorate for many 
months now. In fact, it is as a result 
of his frequent tours through the State 
that llicre has been a crystallisation of 
the disenchantment with the pciform- 
ance of the DMK government. It is for 
the Kainaraj-lecl alliance now to cash in 
on this advantage. The Democratic Front 
eNidcntly has Us list of nominees ready, 
but IS not releasing it for tactical 
reasons. 

The piogressive Front ot DMK is 
risen with differences — both between 
the parlies constituting the Front and 
within these parties. It may be recalled 
that in l‘^67 too DMK had headed a 
combination of seven parlies, but its 
partners have since changed. CPfM), 
SSP and .Swatantra have left the 
alliance one after the other. So long 
as Annadmai was at the helm of 
DMK, he was able to carry the parly’s 
partners with him while scrupulously 
avoiding taking them into the Govern¬ 
ment By contrast the support DMK 
now gets is from parties who are afraid 
of being altogether eliminated trom the 
political scene if they wcie to go it 
alone. It is this fear that impels both 
the CPI and Congress (R) to cling to 
the Progressive Front DMK too is 
conscious of Us weaknesses; although it 
has the governmental machinery at its 
disposal and is also believed to be 
financially well placed, it realises that 
Ihc popularity it once enjoyed, parti¬ 
cularly among the middle and lower 
middle classes, is fast evaporating and 
that It faces the people bKlay is its 
picdecessor, the Congress, did in 1967 
with many sms of omission and com¬ 
mission blotting its copy-book. 

CoNcmrss (R) Claims 

DMK’s discomfiture is being fully 
exploited by C'Pl anvl C’ongrcss (R). 
The Progressive I’ront was formed 
mainly as a result of the efforts of 
CPI which has some mass ba.se in cer¬ 
tain indu.strial areas. Ii has been, there¬ 
fore. staking its claims to a relatively 
large number of Assembly and Lok 
Sabha scats. It has also beqCi insisting 
on particular seats being given to it. 
Here the interests of Congress (R) and 
CPI have clashed, though it is loo early 
to say whether a rupture will develop. 
Congress (R) which for the present 


189 



Annual Number January 1971 


ECONOMIC AND POLltiCAt WEEKLY 


has no stakt: in State politics is 
interested in annexing as many 

Lok Sabha i^eats as possible. It started 
with a demand for 25 out of the 39 

Lok Sabha seats and 60 out of the 235 

Assembly seals. It had been argued 

that acceptance of a smaller share ol 
seats will not be in keeping with its 
stance as a national parly m power at 
the Centre DMK had pul up 25 candi¬ 
dates to the Lok Sabha in 1967 and all 
had w'on. 'Lhe party cannot take so 
optimistic a view o\ its pi;spccls in 
the coming elections and will be pre¬ 
pared to sacritice a lew scats. But it is 
doubtful il It wouki agree to conceding 
pre-cmincncc in respect of Lok Sabha 
seats to C\>ngiess (R) which did not 
have a single member lrt)m Tamil 
Nadu i[' the dissolved I ok Sabha Nor 
wrukl CPI agree to Congress (R) being 
given prefeiential treatment While 
these eonsideiations delay an agree¬ 
ment among the major partneis ol the 
Piogrcssive bronl. the weaker pailners 
aic tcelmg that they are licing taken 
for gianted. However, DMK seems to 
have successt Lilly negiUiated a settle¬ 
ment with Muslim League 

Within DMK also there m a clamour 
for allocation of seats The number of 
aspirants is known to be around a 
thousand and the party leaders will 
have a dilTieuIl lime eliminating those 
not aceeptahic to them without their 
staging a revolt in the parly as 
happened when the names of candi¬ 
dates for the recent municipal elections 
were announced 

Lliciions vSops 

Assuming that DMK and its partners 
arc able to work as a disciplined 
group, how will they fare in the elec¬ 
tions? Such general indications as 
there are, are not altogether favour¬ 
able to the Progressive Front. It would 
certainly be wrong to make predictions 
on the basis of the present strength of 
DMK in the Assembly and the Lok 
Sabha; after all, it was from such a 
position of pre-cmincncc that Congres.s 
was brought down in 1967. The same 
popular urge for change that had help¬ 
ed DMK in 1967 may this lime work 
against it. 

Kaninanidhi, the shrewd politician 
that he is, has been scenting trouble 
for some time. In an attempt to mobi¬ 
lise support, he once again picked on 
the language issue and sought to 
appear as the champion of Tamil as 
the medium of instruction in colleges. 
This attempt misfired, however, and a 
section of students rose in revolt 
against the neglect of English which 
they feared was endangering their em¬ 


ployment prospects. In the wake of 
the student disturbances, colleges had 
to be closed indefinitely. An expert 
committee on the medium of instruc¬ 
tion in colleges, with some education¬ 
ists as members and A L Mudaliar as 
chairman, was hastily set up. As an in¬ 
terim measure, the committee expressed 
the ‘opinion’ that students should have 
the ‘opportunity’ to chose the medium 
of instruction. Karunanidhi has prompt¬ 
ly announced that the ‘opinion’ of the 
Committee would be respected and 
trccdom of choice of the medium of 
instruction given to students fri>m the 
next academic year This made it pos¬ 
sible for colleges to resume normal 
vNorkmg, but another section of the 
Students now nurse a grievance that the 
C'liiof Minister has yielded on the vital 
medium of instruction question to suit 
hi-, political needs. 

Another election ‘sop’ offered lo the 
electorate has also not had the expect¬ 
ed ic'.iilt. This was the acceptance by 
the Cjovcrnment of the Pay Commis- 
s'on’s recommendations granting a pay 
rise lo 6 lakh State Government em¬ 
ployees, including teachers, transport 
workers and p. lice personnel at a cost 
of Rs 21 crores a year to the ex¬ 
chequer. Although initially there was 
much jubiliation. rumblings have al- 
icady started from sections that have 
not benefited as much as the others. 


On the labour front, too, the conti¬ 
nued closure of Standard Motors des¬ 
pite the submision of the Verghese 
Committee’s report is traced to the in- 
llexible attitude of the DMK Govern¬ 
ment. In sharp contrast to the Govern¬ 
ment’s attitude towards Standard 
Motors was that adopted towards 
SciJthcrn Structurals which employs a 
smaller labour force. T,argely through 
the Government’s offer of financial 
assistance to meet working capital re¬ 
quirements. and to some extent aided 
by fresh orders for wagons from Rail¬ 
ways, Southern Structuals, which had 
remained closed for over a year, has 
rccoiTiiiiencod operations. Howxiver, 
Standard Motors, despite the willing¬ 
ness of the vast majority of workers 
to get back to work, is allowed to 
languish. 

No Uoi*E 

It IS with many such minus marks 
against them that DMK is facing the 
electorate This makes DMK’s claim 
that the Assembly had been dissolved to 
enable the party “to seek a fresh man¬ 
date from the people for supporting 
and implementing socialist and secular 
programmes and policies” less than 
fully credible. Nor is the standing of 
Congress (R) and CPI, which support 
DMK, so gootl that DMK can hope 
to benefit from theip popularity. 
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MAHARASHTRA 

Multiple Game 

Y D 


MAHARASHTRA has been a bulwark 
of Congress(R) and it is likely to re¬ 
main so after the mid-term poll even 
allowing for the possibility of MPCC 
losing a few marginal seats, MPCCs 
• dominant position is largely the result 
of its success in identifying itself with 
the ‘caste-clustcr' known as the Mara- 
thas and especially with the rich pea¬ 
santry which dominates the rural 
areas through the affluent co-opera¬ 
tives. In fact, confident of MPCC’s 
commanding position in the State, its 
loadeis were inclined to favour a 
simultaneous poll for ihe Assembly, 

_ apd It was reluctantly that they agreed 

to'^«e the line of the Prime Minister 
who wished to avoid confusing na- 
lional issues with local and regional 
ones. 

In the fourth general election, the 
undivideil Gongress had won 37 out 
(jf bnk Sabha seats ftom Mahara¬ 
shtra. As Y B Chavan decided to 
throw in his lot with the Prime Minis- 
tei, Indiia Gandhi continued to enjoy 
the confidence *)f 31 members from 
Maliaijshtra even aftt r the split in the 
(Jongress. And the impressive victory 
in the subsequent Buldhana by-elec- 
lion meant that Indira Gandhi was 
supported by 32 mi’mbers in the dis¬ 
solved House. Bur, ironically, the Con¬ 
gress split weakened Chavan’s own grip 
over the almost monolithic party or¬ 
ganisation. The transition from State 
politics to Central politics does in any 
case tend to do this, but Chavan had 
thrown in his lot with Indira Gandhi 
only after much calculation and hesita¬ 
tion. It was to be expected, therefore, 
that in her subsequent ascendancy she 
would fry to reduce the need to de 
pend on him. At least seven to ten 
Lok Sabha members from Maharashtra 
including D R Chavan, R K Khadilkar 
and Tulsidas Jadhav had started to 
flaunt their support to Indira Gandhi. 

Weeding Out 

In this context it is easy to under¬ 
stand why, at the time of writing, the 
list submitted by the MPCC has yet 
to be approved by the Central Parlia¬ 
mentary Board. The State bosses have 
been trying to tighten their grip on 
the party MPs from the State by ex¬ 
cluding, under one pretext or another, 
those of whose support they are doubt- 


Phadke 

ful. Arguments such as the need to 
give opportunities to young and pro¬ 
mising party workers have been used 
to drop veterans. Thus the Poona Dis¬ 
trict Congress Committee recommend¬ 
ed Anantrao Patil and V N Gadgil for 
the bok Sabha seats from the Khed 
and Baramati constituencies, respective¬ 
ly* to displace R K Khadilkar and Tul¬ 
sidas Jadhav. But counter-pressures 
have also been at wtirk. While the 
State bosses seem reconciled to the 
inclusion of D R Chavan and R K 
Khadilkar in the list of candidates, they 
are unlikely to accommodate Tulsidas 
Jadhav and T H Sonawane, who are 
believed to enjoy the support of Indira 
Gandhi and Jagjivan Ram respectively. 
On the other hand, they are willing 
to sponsor Mohan Dharia, one of the 
Young Turks, who has on several oc¬ 
casions sharply criticised the Prime 
Minister’s pf>licies. 

No Et.i:( TOHAT, .4np_".STMENT 

The MPCC, which has nevei ap¬ 

proved of the Prime Minister’s wooing 
of the CPI for siippoit, promptly made 
it clear to the State unit of the CPI 

that it W(Hild havt' no electoral ad¬ 
justment with it. At the same time, 

the old policy of placating the Pea¬ 
sants and Workers* Party fPWP) and 
the Republican Party^ of India fRPl) 
was pursued enthusiastically. These' 
are the only two opposition parlies 
with a State-wide base and a sizeable 
following in the rural areas. The PWP 
has, however, decided to have no truck 
with either the CongressfR) or Con- 
gressfO) or with any front or alliance 
sponsored by these parties. The Re¬ 
publican Party has suffered a severe 
setback in recent years because of per¬ 
sonal rivalries among its leaders. The 
MPCC ha.s reached an understanding 
with the Gaekwad gtoup in RPI. As 
a result, it will support RPI in the 
two liOk Sabha constituencies of 
Bhandara and Pandharpur. The Kho- 
baragade group in the RPI has, how¬ 
ever, failed to reach a similar under¬ 
standing with the MPCC and has now 
turned its attention to the four-party 
alliance. Meanwhile, pre-election efforts 
to resolve the differences between the 
two factions of RPI have so far failed. 

The Praia Socialist Party had hop¬ 
ed to persuade MPCC to leave open 


three, if not four, constituencies to its 
candidates. MPCC had in fact shown 
willingness to support the late Nath 
Pai from Ratnagiri. But the dialogue 
between the two parties failed even 
befort* Nath Pai’s sudden death and 
MPCC had decided to put up a candi¬ 
date evf-n against Nath Pai. With Nath 
Pai’s untimely death the poll pro¬ 
spects of the PSP have become bleak 
since Nath Pai was the only one of 
its candidates who had a good chance 
of winning. PSP has now tried to re¬ 
trieve its position by reaching an ac¬ 
cord With PWP which will contest 15 
seats and support PSP candidates in 7. 

The four-party alliance of Con- 
grcss(O), Swatantra, fan Sangh and 
SSP is piecariously balanced in Maha¬ 
rashtra. The alliance has managed to 
secure the support of the Stati? unit 
of the Bhartiya Kranti Dal and the 
Maha Vidharbha Rajya Sangharsha 
Samiti. But tlu' constituent parties ot 
the alliance do not command much 
siq^port in rural Maliarashtra. Their 
inllucnce in the State as a whole is 
penpheial, despite pockets of influence 
in cities like Bombay and Poona and 
their suburbs. Because of this, these 
partus are finding it difficult to reach 
electoral adjustments—with each party 
feeling that it can ill affoid to sacri- 
lice even a single seat where it feels 
it has a reasonable chance. Consequ¬ 
ently, Jan Sangh and SSP, which are 
supporting each other’s claims in the 
Bombay South and Bombay North-East 
constituencies, are themselves quarrel¬ 
ling over the Poona city seat. SSP 
has already announced that, regard¬ 
less of the verdict of the All-India 
Co-ordination Committee of the alli¬ 
ance, its candidates will contest from 
Poona city and Bombay South. 

Ci^MMUNtsT Prospects Dismal 

The Shiv Sena, a purely local 
Bombay-based party, will be contest¬ 
ing the Lok Sabha poll for the first 
time. The party has in the last four 
years emerged as a powerful organisa¬ 
tion suppoited by the Marathi-speak¬ 
ing people of Bombay city and its sub¬ 
urbs and by some industrialists who 
are using it to disrupt the trade union 
movement. The Sena leader, Bal 
Tliackeray, had at one time announc¬ 
ed that the Sena would contest all 
the five seats from Bombay. But after 
preliminary talks with the four-party 
alliance he seemed inclined to set up 
only two candidates—in the predo¬ 
minantly working class constituencies 
which had been represented in the out- 
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going House by S A Dange and 
R D Bhan We. But the rank and file 
of the Sena evidently resented this. 
Cashing in on these chlfeienL(S, espe¬ 
cially between the Shiv Sena and the 
Jan Sangh, the city unit ol the Swa- 
lantra parly invited Gcnc’r.il Caiiappa 
to contest iht' North-East Bombay 
seat. This was a shrewd mov(; as 
otherwise the Swatantra pail> could 
not have hoped to w'in an> scat in the 
city. Shiv Sena, c:ongn‘ss(0), Sw'a- 
tantra and BKD promptly assured Iheir 
support tr) Caijjppa, while Jan Sangh 
leadeis accused the Shiv Sena and 
Congress!O) of having conspired to en¬ 
sure that It was not allotted even a 


single seat from Bombay. Jan Sangh 
retaliated by setting up candidates in 
two constituencies to oppose Shiv Sena 
and Congress(0>. As for the South 
Bombay contest. Shiv Sena has dubbed 
George Fernandes, the SSP leader, a 
•‘communist’’ and declared that it 
would work to defeat him. Ft is still 
not clcai whether Shiv Sena will set up 
Its i>wn candidate against Femades. 

Meanwhile, factionalism has weaken¬ 
ed the BPCfTR) and made its pros¬ 
pects dismal. Apart from Bhandarc, 
none of its candidates has even a res- 
sonable chance of winning. 'The posi¬ 
tion of CPI and CPM is equally bad. 
In the outgoing House CPI had two 


members. But since 1967, CPI has 
lost much of its hold over the pre¬ 
dominantly working class constituen¬ 
cies in Bombay. As for CPM, its lead¬ 
ers have said that while they are plan¬ 
ning to contest about 100 seats ta’Lok 
Sabha from all over the country, they 
will contest only five from Maharash¬ 
tra. Wherever there is a straight con¬ 
test between Coiigress(R) and the four- 
party alliance, the CPM has asked its 
supporters to turn in blank ballot 
papeis. For the same reAon, the Lai 
Nishan Party, a dissident Marxist 
group from the rural areas of Maha¬ 
rashtra, has also decided not to enter 
the fray. 


Where agriculture, iudustry 
and trade get a helping hand... 
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Behind the Violence 


IF War, as Clausewitz says, is the 
continuation of politics by other mt?ans, 
then electioneering may be regarded as 
the continuation of politics in a more 
accentuated form. This is borne out by 
the events in West Bengal following the 
announcement of the general election 
• to the T.ok Sabha and the State Vidhan 
Sabha. For one thing, inter-party viol¬ 
ence, which has been vitiating the poli¬ 
tical atraospheie of the State for more 
than 18 months now, has received a 
further impetus and taken a big leap 
fniward, both quantitatively and quali¬ 
tatively- Fourteen deaths in political 
skirmishes in dilTi'rent parts of the 
State On a single day (January 
17) is d record even for West 
and bomb-attacks on lead- 
like Joyti Basil and Abdulla Rasul 
CPI(M) and Sushil Cbattcrjee (CPI) or 
the murder of the Secretary of the 
Hooglily District Forwaid Bloc are 
symptoms of an aggravation of violence 
which even earlier suffered irom few 
inhibitions. Indeed, the rising tempo of 
MoUmcc accompanying the progress of 
the election campaign has created such 
a scare that the j^hief Electoral Officer 
for the State is finding it extremely dilh- 
cult to set up the polling appaiatus. ft 
is reported in the Press that only about 
'1,000 persons have so far volunteered 
for tile jobs as against the total re¬ 
quirements of 1,75,000. 

CAUr.IlT IN TwasTHD Poi ITICS 

The Clausi'witzian adaptation is true 
also in a deeper sense. The aggravated 
violence is only the surface i effect ion of 
the intensified deadlock underneath. 
The \arious political parties, and ihn 
social forces they leprcsent, have been 
caught in the net rif their distorted 
politics and the more they struggle to 
escape from the snare, the finther thry 
get. entangled in their twisted politics. 

Tb be explicit : The Naxalites (and 
the most e.xploitcd, land hungiy agri- 
cull ural labourers, small peasants and 
unemployed urban petty bourgeois 
youth whom they essentially repre¬ 
sent), rightly exaspeiated with the 
comfortable parliamentary politicking 
of the Left establishments, wrongly 
hopped into the extreme position of 
boycotting the elections totally. Des¬ 
pite their exhortations, the electoral 
turn-out was higher in the 1969 mid¬ 
term poll than in the general elections 
in 1967, In order to vindicate their 


position, popular participation in the 
coming polls has to be lestricted and 
if persuasion fails to secure the de¬ 
sired objective, terrorisation must step 
in. 

The CPl(M), whose main strength 
comes from the organised working 
class and office employees, essentially 
represents the ceiurist forces m the 
political spcclium in West Bengal to¬ 
day. On the one hand, the relative 
security derived from employment bes¬ 
tows on its mass base a certain stake 
in the social order that demarcates it 
from the desperate fringe gone over 
to Naxalism. On the other hand, the 
impact of the lingering recession and 
creeping inflation imparts to it a de¬ 
gree of militancy which impels it into 
a continuous confrontation with the 
vested interests, lire considerable ru¬ 
ral base it has recently acquired by 
leading the land-seizure movement 
has also strengthcMied the part>'’s cen¬ 
trist inclinations. Tlie small peasant 
who has enlarged his holding by ac¬ 
quiring new land through extra-legal 
means would not want to lose it by 
lightly indulging in hcioics, but is 
determinod to safeguaid his possession 
by militant resistance to the counter¬ 
attacks by the joledars. 

As a result, the CPI(M) is having to 
rngage in fighting on two fronts. 
Caught between tho cross-fire from 
the Right and the extreme Left, the 
party is fighting for its life. 'ITie diffi¬ 
culties faced by the CPI(M) have been 
further aggravated bv its owm lapses. 
Ti.s relatively larger support among the 
masses and particularly the oiganised 
^v^)TKing class, which again helped it 
to make larg'^r gains during the second 
FF regime, gave it an exaggciatecl sense 
of strength and r<'Voliitionary cieden- 
tials. It has ever since been contemjitu- 
ously dismissing its opponents on the 
Left, from the Naxalites to the CPI, 
as (aieniics of the people and taking 
them on, one and all. in political and 
physical skirmishes. The mutual rela¬ 
tions between the CPl(M) on the one 
hand and almost all the rest of the 
Left parties in West Bengal have 
reached a stage when both sides have 
come to believe that a debacle in the 
coming polls will pose a threat of 
physical extermination to them. Hence 
all the parties are preparing to do their 
desperate best to forestall any such 
eventuality. 


The CPI and its allies in the so- 
called eight party combination repre¬ 
sent almost the totality of West Ben¬ 
gal’s political spectrum in miniature 
between themselves—with the Gorkha 
League to the Riglit and the SUC to 
the Left, intense hostility towards the 
CPI(M) being their sole unifying bond. 
The raison d'etre of this combination 
has intioduced a sort of paialysing 
ambivalence in its practice. Considera¬ 
tions ot survival from the CPI(M)'s 
prosorn and futuic onslaughts force 
these parlies to seek understandings 
and adjustments with the CPI(M)’s 
enemies on tho Right and collusion 
with the extreme Left. But any clear 
identification with cither will shake 
tlnii own base and help the CPI(M) 
in the ultimate analysis. Thus dead¬ 
locked, the parties of this combina¬ 
tion seek to combine elements of 
both, i e, understanding with Right and 
collusion With the extreme Left, along 
with measures f<m physical confionta- 
tnm with the CPI(M). 

Deaoi.O( k IX Rigih C].\mp 

Jn the absence ol any significant 
presence of the Jan Sangh or the 
Swatanlia i^arty, Right-wing forces in 
West Bengal are all mobilised around 
the thicc segments of the Congress— 
Ctnigress (R), Congress (O) and Bangla 
Congress. Of these, the first is the 
largest so far as the mass base is 
concerned and the last the most ag¬ 
gressively anti-communist. While Ihe-e 
is little that distinguishes them on the 
ideological and political planes. per¬ 
sonal equations and the struggles for 
control of the common social base 
have foiced them to slay apart, even 
in the face of the common thicat 
from the CPJ(.M), about the sciiou.s- 
ncss of whicii they seem to be in 
broad agn ement 7'his reflects the 
deadlock in the Right camp. 

The continuing disunity m the anti- 
rPI(M) camps has been sustaining a 
climate of hc^pc ami sclf-confidence 
among the CPI(M) ranks. Tliey pro¬ 
bably underestimate the political 
sophistication of the West Bengal 
I’lectorate who may cut across parly 
lines and plump for the party o» com¬ 
bination of parties in the field with 
the best chances against the CPI(M). 

On the whole there is little to in¬ 
dicate that the present framework of 
the deadlock will be broken in the 
coming polls. But the groundwork for 
the eventual breakthrough will cer¬ 
tainly be laid. 

January 30 
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Giant carthmover tyi^s that 
haul the heaviest loads 


This giant earthmover tyre 
is another example of 
Dunlop India's superior 
tyre technology. And it's 
the same tyre technology 
that has developed the 
widest—and most popular 
— range of tyres in India. 




Plus. Dunlop tyre technology has 
also specially developed tyres 
for export markets. Right now, 
Dunlop has a tested tyre for 
almost every kind and size of 
vehicle plying on India's roads 
Anything from cycle to car tyres 
Dullock cart to earthmover tyres, 
truck to tank tyres, and even 
aero tyres. 



prove that 

thinloptyre 

technology 
tends the way 

tyre technology leads the 


way 
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The Naxalites and Naxalism 


The Naxalites, or the ultra 'Left' sec- 
tiox^^ of the Communist movement in 
India',' have noA\' been operating as a 
political force in some parts of the 
country for about three years. As an 
ideological grouping, of course, the 
Naxalites are older in years, and thcii 
ideology and inetliodological approach 
were familiar in the corniuunist inovi’- 
ment in India decades ago. It is neces¬ 
sary to examine the achievements of 
the Naxalites as also their ideology and 
methodology. 

Their achievement to date is (extre¬ 
mely limited, and heais no comparison 
to what the united CiT was able to 
accomplish when it was puisuing a 
roughly similar line in the immcdiate^ 
post-War and post-independence pe- 
rio ds. Whatever may he said in tlie 
“^1 sheet of tlie Cham Ma/iiindar 
s'i^ inn of the Naxalites, tlicK^ exists in 
India not a single ‘libciated' village, let 
alone a talnq or distiict. And, sines’ 
squad and individual leironsm lj(’gaii 
in Calcutta, the Naxalites have not been 
able to claim that they have annihi¬ 
lated' a singU^ piominent class enemy 
— indeed, the top monopolists and 
bureaucrats are the only ones in Cal¬ 
cutta who can feel safe and secure. 
Similarly, in tlie villages, whiles some 
landlords and jotedars have been kil¬ 
led, landlord rule has not been shaken 
hut has, in fact, been strengthened. 
Any tour of the aieas in Srikakulam 
district where the Naxalites operated 
and any talk with the toiling tribals or 
peasants of the place would inevitably 
lead to this conclusion. 

Party Organisation 

And take their party organisation. It 
is quite difficult to count the number 
of trends, groups and factions that now 
exist, each claiming to be the true re¬ 
presentatives of the Maoist interpreta¬ 
tion of Marxism-Leninism. Not only 
-that. A stage has now been reached 
wh^n Charu Mazumdar is left with a 
rump of a Central Committee and is 
said to be thinking in terms of setting 
up a new co-ordinating committee and 
re-establishing the party. All the other 
top leaders, Kanu Sanyal, Kailasham, 
Sushital Raychaudhuri, Satyanarayan 
Singh, Shiv Misra, to say nothing ol 
Nagi Reddy, D V Rao, Kolia Ven- 
kayya, et al, are either killed or in jail 
or have been purged. Charu Mazum¬ 
dar, imitating Mao with a vengeance, 
is left with himself and his young 
fanatical idolaters. 


Mohit Sen 

There is more, however, than simple 
arrest and murder by the police in this 
process of decimation. It is no secret 
that the Naxalites, rumiing true to 
type, have also been quite busy in 
‘dealing' with one another. Acting on 
the principle that the most dangerous 
enemy is the enemy within and tlie 
most doseiving of punishment aie 
those who had once seen the light but 
are now expressing doubts, Naxalitc; 
squads in many parts of the country 
aie engaging in physical assaults upon 
one another. Indeed, oltcn enough 
they di sill ay far more skill in these 
operations than in dealing with the 
class enemy. 

CuT/r or ViotJiNci: 

It is in tliis connection that another 
disturbing fact of tlie movement cximes 
to light. In most parts of the countiy 
tlie Naxalites, who consider themselves 
to be the most levolutionaiy of revo¬ 
lutionaries, act in such utter disregard 
of the most elementary rules of under¬ 
ground functioning that one is simply 
appalled and even a trifl(; inyilified as 
to how and why these young, inex¬ 
perienced men were not told how to 
function illegally when they were ex- 
hoited to regard armed civil war here 
and now as the only possible fonn of 
levolulionary activity, Kceinng of let¬ 
ters, addresses, diaries, openly visiting 
places known to lx‘ under constant 
police watch, using people known to be 
likely to be under police surveillance 
for cover addresses — from all this it 
looks as if those now in tlie leadership 
of the Naxalite movement are deter¬ 
mined to decimate their young trusting 
cadres. 

Theie is also more than a touch of 
the. bizaire in some of the actions of 
some Naxalite groups and squads. 
What Eric Hobsbaron said in his “Pri¬ 
mitive Rebels'* about the role of ritual 
in terrorist groups fully applies to them. 
And th(i ritual includes training in bru¬ 
tality. The cult of violence, the con¬ 
stant harping on the ‘cleansing' role of 
shcnlding blood, the emphasis on the 
need to dehumanise and desensitivise 
oneself have produced their evil fruit. 
Some of the Naxalite young men art? 
exactly the prototypes of the characteis 
jiortrayed by Conrad in his “Under 
Western Eyes” or Dostoevsky in his 
“Devils’*. There is more than a touch 
of sadism in the way they are taught 
to deal with, and the. way they do 
actually deal with, their own doubting 


comrades. “Do what your most savage 
instincts instruct, after all you are only 
a liftle cog in Chainnan Mao's 
machine'' — this Naxalite dictum re¬ 
minds one of Ivan Karamazov's cry 
that all is permitted now that God is 
dead, as also of the fascist and Nazi 
training of their cadres that Hitk'r 
would take upon himself the responsi¬ 
bility for all that any (.me of them did. 

Finally, there is in the training of 
some ol the Naxalite young men in 
some places such an inculcation of irra- 
tioiialisru that, anyone who has had any 
expel ietjce of genuine communist train¬ 
ing can only feel a deep sense of re¬ 
vulsion. It is taught, foi example, tliat 
s(?xual fruslraticHi is one of the driving 
f(jrces in the making of a revolutionary 
and that this should be acted upon in 
‘bringing’ >oung men and women to 
the ‘revolutioiiarv ’ eanq^. It is also 
taught that mind niauipulation through 
the iitilisatictti ol psychological teclini- 
ques is a most cffecliv'e nianncr of 
ideological training. All that the most 
vicious entmiics of the communists 
charged them with believing and doing 
is til us ehivated to the level of a 
‘tlu^ory’. These young men are told 
not to read, not to discuss with those 
who may know more Marxism-Leni¬ 
nism but are *iot jn the Naxalite camp, 
not to exercise their minds, but only 
to engage in practice' since it is the 
Central Committee which decides what 
is Marxism-Leninism and Mao is theie 
to tliink and Charu Mazumdar there to 
interpret that thought. 

Maoism Is All 

It is all this that makes the Charu 
Mazumdar-led section of the Naxalites 
— who are that movement's strongest 
and most typical rt^pr(;sentatives — a 
force which (dijcctivcly serves the in¬ 
terests ui counter-revolution. It enables 
the iKilice to most brutally and indiscri¬ 
minately maim and kill fine, idealistic 
young men. It enables the murderous 
Violence of Right reaction as well as 
the organi.sed violence of State power 
to pass into the background. It enables 
the most vicious enemies of communism 
and of progress to pass off this x>crver- 
sion and caricature of c'oinmunism as 
the real thing which has to be opposed 
by all who are decent. It plays the 
same role in India that Maoism plays 
all over tlie world. 

The link is too direct and far too 
much acknowledged to he missed. And 
the link is what passes off as Mao's 
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THE AMALGAMATIONS 
GROUP, WHICH IS THE 
LARGEST LIGHT 
ENGINEERING GROUP 
IN SOUTH INDIA, 
CONSISTS OF 
TWENTY-SEVEN 
COMPANIES WHOSE 
ACTIVITIES COVER A 
WIDE RANGE. 


Marlufcicture 


The Group's /ndustriaf Estates extend 
to over 200 acres and provide more 
than 20 separate manufacturing 
facilities using latest equipment and 
modern techniques 



Mr. V.P. AHUJA 

MANAGER. 

EUROPEAN OPERATIONS 
IVANKOVACKA 24/1, 
BELGRADE. YUGOSLAVIA. 


WALLACE CARTWRIGHT 
& CO. LTD., 

5S/56, ST. JAMES’S STREET, 
LONDON S.W.I 


■ Automotive &'Industrial Diesel 
Engines. 

■ Agricultural Tractors & Implements 

■ Automobile and Engineering 
Components. 

■ Pistons, Rings, Pins & Liners. 

■ Thinwall Engine Bearings. 

■ Flywheel Ring Gears. 

■ Diamond Tooling for Industry. 

■ Engineers' Cutting Tools, Point & 
Cutter Grinders. 

■ Castings, Forgings, Stampings. 

■ Cycle Rims. 

■ Lead Acid and Dry-charged 
Batteries for all Transport, Industrial 
and Tele-Communication Services. 

■Paints, Pigments, Enamels, Varnishes, 
Plastic Emulsions and Lacquers. 

■ Synthetic ResinsTor surface coating. 

Build Automotive Cbaches & Trajters. 

Operate Transport Services. 

Own Independent Evening Newspaper. 

Print, Publish and Sell Books. 

Advertising Consultants. 

Handle Real Estate & Financing. 

Produce Coffee & Tea. 


The Group’s Sales are over 
500 million rupees. Employ 
over 18,000 persons. 


AMALGAMATIONS PRIVATE 
LIMITED 

202 Mount Ftoad Madras-^ India 
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generalisation of tl»c exjXTience of the 
^•yChinese revolution since 1958. It bo 
ghv wilh a most violent onslaught on 
the\Soviet Union and the ovciwhelm¬ 
ing majority ot the international coiii- 
inniiist niovemeiil. Far more than the 
US iinp<?rialists or any other irnixiria- 
lists, it is the Soviet Union and the 
ovei whelming majority ol the intema- 
tional eommimist movement who are 
singletl out lor the most violent deniin- 
ciati<ni. This is lolloweil up hy pro¬ 
pagating certain asix'ets of the Chinese* 
reviilutionary expi'rieiice as the moch*! 
lor all revolutions everywhere. It is 
no aceident that most of tlie young 
Naxalites not only know next to nothing 
of the writings ol Marx and Lcmin but 
are also blissl iilJy unaware ol nwist ol 
the wiitmgs tJ Mao himself. They aie 
quite nnavvaii* of the tremendous iin- 
--portantt* ol the Uihtt^d Front and of 
th>«on mil mist ]\uty oiganisation wi die 
. A iJ fe inese i evolution — only the armed 
civil \^ar in (he unai areas is given 
out as the acme of Mao’s I'houglit. 
rh< y aie <imte unaware ol the lai.t 
dial Mao aerejitf’fl die Jradi'islop ol 
(.'hiang Kai-shek duinig die anti-japa- 
nese war or that lie stopix*d, for that 
peiiod, the (onliseation of the land ttaid 
othei pn liberty of all those landlords 
and inoiieylendtMi who hail not sold out 
to the J.ij)anes<‘ nnpei ialists. They au* 
(pnte unaware ol tlie long idiMjlogicai 
s(niggle that Mao waged in Venan 
against (login,itism, adveiiluiism and 

seetarianism, against the vi(w\s of soiik^ 
C'hinese C^ornmunists svho iiropagatetl 
tliat ‘Itiissia's path is onr path’. 

ArillACTlON OF Na\a.i.ism 

On the other hand, they are taught 
to reiieat parrot-like all the most recent 
phrases of the so-called Cultural Revo¬ 
lution. This includes the ilenunciation 
ol Liu Shao-chi as having been a capi¬ 
talist agent .since the 1920s — Han 
Suyin’s little book is the most recent 
^ compulsory text. It also includes the 
te^^hing of the use of methods em¬ 
ployed in the Cultural Revolution in 
China — the insulting of veterans, the 
sadistic beating, the war of the genera¬ 
tions, class war in the classroom, the 
loul language and the rest. It further 
incliidi^s the teaching of the need to 
destroy the Party organisation from 
time to time as an application of the 
Maoist injunction to ‘bombard the Party 
headijuaiters’. Mass organisations like 
trade unions, peasants’ associations and 
youth leagues are, ‘of course, not even 
worth mentioning in this connection! 
In the name of fighting economism, all 
mass work, agitation and struggle, 


other than squad aimed action, is look¬ 
ed down upon. It, finally, includes tlie 
systematiKation of the cult of the indi¬ 
vidual as the piincipal basis on which 
to ba.se the system of revolutionaiy or¬ 
ganisation — it is now ojxjnly pro¬ 
pagated that the Party in India cannot 
be right against Chain Mazumdar jur^t 
a.s the P.ii-ty in China could not be 
right against Chaiiman Mao. The leal 
dilemma will arise when Chain Ma/uiw- 
dar is dejM>unc(‘d or criticisi'd by tbo'-e 
w'ho can siieak nion:: authoritatively in 
the name of Chairman Mao, i e, Peking 
itself. 

7'wo ixiints ni'f'd to be discussed here. 
Why is it that the Naxalite ideology 
tttid movement did attract and, to some 
extent, exmtinues to attract hrilliant, 
idealistic young men? And why, des¬ 
pite attracting brilliant and idealistic* 
young minds, has it ('oine to this dis¬ 
astrous impasse? 

First, many of the young men and 
women who have been attracted are 
lho.se whose sensitive minds havi* been 
hint not only by ihcj alMnmding misery 
and injustice' in Indian society but also 
by personal tnigedies. Rebellion against 
what is offensive at home has be<-;i 
projected a.s action against an evil so¬ 
ciety. Instinct and emotion have pla>' 
ed more of a roh* than mielleet and 
lea.son oi the jiassioii based on reason. 
The honor of affluent homes is wathin 
fhem, and not only in the eontiast tliat 
they pies(;nt to the squaloi and misi'iy 
all around. And, if one has not at- 
teniptc'd to nndeistand and relate ibis 
horror to the social miscas, one oltm 
enough nwels against social squalor 
with the same childish petulant out¬ 
bursts occasicmc'd liy the horioi of 
affluent homes. 

Secxind, alni<7st all these young mcai 
and women come from what is rather 
loosely called the petty Ixmrgeoisie. It 
is not an accident that in Andhia, for 
example, many of the Naxalites who 
w'ent off to the forests w'cri' medical 
and engineering graduatevs. These w«ve 
precisely the section of the student 
community who w'ere the most difficult 
to bring into any kind of student move¬ 
ment and struggle. They wH*re far loo 
concerned with and far too eonfidt'nt 
of getting ahead in the rat race. And 
the more affluent the families I hey 
came from, the more difficult it was 
to nx>ve them. Tl>ey shunned j^oJitiesi, 
disdained going in for the dnidgeiy of 
mobilising and organising fellcwv stu¬ 
dents. With the onset of the reccs.sion, 
which signalled the coming of the 
general crisis of the capitalist path of 
development that India had been plac¬ 


ed up<*n lor the past tw'o decade's, the 
problem of employment and of careers 
loomed large for thi'se .sections of the 
stiuhint community for the first time. 
And desperation replaced the mood of 
confidence. Shortcuts were .sought. 
The same ilisdain for tin; w'ork of niolii- 
lisation and organisation eoiitiiiiK^d. 
So did the shunning of politics. Indivi¬ 
dual terrorism appealed ii |•(.‘^i.s(ibiy as 
had eareerisin (only another version of 
eecjiioinism) earlier. Spontmieity was 
all. Th<^ violent ffuetuation in the 
inoixls ol the £>oi:ty boiiigeois was ex¬ 
hibited in a fascination lor violence. 
So many of those w'ho, having been 
Naxalitf's and thought belter of it, have 
gone in for jobs reluint'd to affliK’ul 
bonies or went abroad lor higher .stu- 
dii's. Escape is possibli* Ini them jii.sl 
as loinanlicism v\as. 

Quick Dfuaill 

Thud, t)i(‘ .'ittracfion ol Navalism had 
the poteuev that it did bciausi' of thf! 
sjibt in the Cl’l, kading to the l<‘in- 
po!\u\ n-ductiou iii its caiiacity to m- 
ibienei* events. And the CIPICM) jne- 
pared tlw' ideological giound by its 
anti-Soviehsm, its picking on the 
as its main target; its <‘xplanation that 
the split was due to the ‘levisionisin* 
ol th(’ Cl^I as inanitesled in the oi>po- 
sitioii to Maoism as lar back as in 
1962: its sectarianism winch split the 
miiled fronts and pviial>sc<l the Innc- 
tioning of the united Iroiit nimislnes in 
Wc.st Bengal and Kerala; its use ot 
murder and terrorism m intia-paitv 
eoiifliets. Many ol the young men and 
women who joined tlie Naxalites made 
their pas.sage to it through the f9T(M). 
United fronts, utilisation ol the system 
ol jiaiiiamentaiv dcmoeiacy, mass 
mobilisation on the wildest jiossilile 
S(“ale, and the patient laising ol the 
conseiousness ol tb<* inass(‘s thiougb a 
combination ol education and militant 
struggle, v\eie all anathema to the 
t99(M). Tbt‘y are also anatberna to 
the Cham Ma/unidar-led section of llie 
Naxalites. The.se two paities arc Sia¬ 
mese tw'ins and hence the violence of 
their mutual antagonism. One has 
here the birth of anaichisni as a i(’ac¬ 
tion against opportunism. And both 
are the pjoduct of dogmatism, of a ic- 
fiisal to use the method and system of 
Marxism-Leninism to analyse Indian 
reality and to generalise Indian i evolu¬ 
tionary e:xperienco. 

It is no aecid<’nt then that the reason 
for the appearance of the Naxalites 
coincides with the reason for their de¬ 
bacle so quickly. One ol the chief 
characteristics of the Naxalite young 
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men ami \kOtneij is their stubhoin refu* 
sal to study India. Mao in Yenan in 
19*42 had chided his comrades for 
knowing more about Gieece and Romc^ 
than about China, knowing n)oM' about 
the Hiissian levolutirjn than about the 
Chinese revolution It can ceitainly be 
said oi the Naxahte young men and 
women that they know lar inoit* about 
China than they kiujw aliout their own 
eountiy. And th(‘ only reading tliat 
they do and aie (‘ne«;niaged to do js 
.iboiit C'hiiia "J he c<nnph*l(; hankinptey 
and pov('it\' ol the Na\alit<' inov(*in<‘iit, 
ideologieallv .md political!}, is to be 
s<‘en in the total failure of theii b.isie 
doc'innent', to l)nng unt the eonliadie- 
tions ol Indian n'ality, to say nothing 
ol geneialising Indian ievolutionaly ex- 
pen'enee. India and India's sliiiggles 
aie just wiitten nil! 

’J'h(’ Nax.ilite thesis is that theie \vas 
no ic\d lieedom stinggle at all. It was 
all a popjiet play staged by the iim 
peiiahsts. And the le^lllt is that, even 
heloM' wmiiiijg lii*edoni tunn Biitish 
impel rahsiii, India heeame a iie(j-eolo- 
nial static h.isid upon ami protecting 
feudalism in the coimtiysule. So. to 
destroy this neo-eoloinal stale, its base 
has to be chslioyed lliiongh the anni¬ 
hilation ol the leudal landluids. But 


these are all assertions and are it>so 
facto correct because Mao is stated to 
have approved rif them. The factual 
iiiatciial, the* analysis, the debate that 
always piecedes the making of Mich 
w icle-ranging lormnlations, are com¬ 
pletely absent. Indeed, all statistics 
are disdained, since they come from the 
nco-colomal state or neo-colonialist 
mlellectiials, i e, all thosi* who do not 
accept tin* authoiily ol Mao. And any 
analy sis or study on one's own is also 
condtanned since it is tantamount to 
an anoganl posture ol claiming to be 
<pialilicd enough to know how to ana- 
l\se. What is needed is not aiialysix, 
blit application, and what is to be ap¬ 
plied IS the imitation as literally as pos¬ 
sible ol what the Chine.se communists 
tlicl altiT the break-up of the national 
milled bout in 1927 following the be¬ 
trayal by Cliiang Kai-shek. All the 
yoiilhlul eiieigy, ingenuity and Inilli- 
ance IS to be e\ereise<l in working out 
till* details ot sipiad attacks. And tins 
IS all put in a neat torinula -— ecu- 
lialised politics and decentialiscd 
action. The line comes fiom on high, 
you decide how to make the bombs 
and throw them! This is not how 
revolutionaries unll be prepaied, as 
some c-oinmeiitutors claim. I'his is not 


only totally opposed to Marxism-Leni¬ 
nism in general but i.s the exact reverse 
of flow Mao proceeded during rtie 
peilod 1927-57. It is, of' course, rpiite 
consi.stcnt with how Mao is said to be 
v\ or king in the period from 1958 on¬ 
wards. So long as this methodology is 
practi.sed, there is no escape frt^ii de¬ 
generation and disaster for the Naxa- 
lites. But if they stop practising this 
methodology they cease to be Naxalites. 
Such is the cruel contradietTon inherent 
ill the Naxalite phenomenon. 

The brilliance and idealism of w’hat 
aie, after all, a small section of oui 
pi’tty-bourgeois youth which has pn-ih- 
ed itself into the Naxalite movement 
was certainly worthy of lespei't. Hut 
the persistence in stupidity and the 
advance to sadism and to sell-destruc¬ 
tion needs to be: combated ideologi¬ 
cally and politically without the .sligl\tz*- 
est cnnipromisc. Certainly the ?»axa- 
lites deserve to be saved from poll..- 
toituie and killings. Their lives, then 
limbs and their minds nm.st be piut(;ct- 
«‘d by all lioin the brutality ol the 
state as well as their erstwhile com¬ 
rades in the CPl(M) as well as in theii 
own rival faction.s. Even moie iwees- 
sary, however, is the saving of the 
Na.xalites from Naxalism. 


The challense of Telecommunkatioiis 


Building an efficient and modern telecom- 
municaiions network in a vast country like 
India IS a major challenge ITI has been 
successfully meeting this challenge— 
multiplying telephone lines., modernizing 
telephone exchanges speeding up trunk 
calls extending Subscriber Trunk Dialling 
and telex services, nation-wide...installing 
microwave systems ..adopting electronic 
techniques in telecommunications. 

ITI manufacture a wide range of 
telecommunications equipment...to 
serve the nation's diverse needs. 

ITI supply to the P & T, automatic 
exchange equipment —both Strowger 
and cross-bar—and teleprinter exchangee. 
Long distance multichannel transmission 
equipment, multiplexing equipment and 
microwave equipment for increased 
channel capacity. And electronic 
measuring instruments. 

ITI also make specialised communication 
and control equipment for the Railways 
and Defence Services 
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PilEislan IPbliticat Development, 1947 to 197(1 

Bird’s Eye View 


Mohammed Ayoob 


THE significance of the electtons held 
in Pakistan in December 1970 caA be 
jiiclged properly only if we put them 
m the context of the past electoral his¬ 
tory of that country as well as the 
nature of the political system that has 
operated, with minor variations, in 
Pakistan since Independence upto 1970- 
The superficial observer of the 
Pakistani scene may disagree with the 
statement that there has been no fun¬ 
damental change in Pakistan's political 
system from 1947 until the recent cltx*- 
tions. He will point out the obvious 

event of 1958 when the army chief 
ousted the cabinet that held tlie amfi- 
_^Jenc'c of the National Assembly and 
imjj^cd martial law in the country. 

I is the contention of the author, 

however, that the 1958 coup (Vetat was 
meiely the hjrmalisation of the political 
systcMii that had existed prior to the 
{'(Hip. It was not a (undameiital d(*- 
parture from the eaili<*r system al- 
thoiigli the earlier version uas clothed 
in the garb of parlianicntary demo- 
eraey. The eivilian-eum-^iiilitary rule 
that was installeil as a result of Ayiib 
Khan’s amp %\as the logical culniinaticm 
of the process that had started with the 
birth ot Pakistan and by 1953 had be¬ 
come, to th(‘ discerning observt'r, an 
aece[)ted fact of political life in that 
country. As has been pointed out by 
Hamza Alvi, “The coup ctetot of Oc- 
toI)er 1958 was not a ,‘seizure' of 
l>x>wcT; Jskandei Mirza as President 
and Ayiib Khan as Cx^mtnandei-in-Chief 
aheady held the reins of effective 
power. It was rather a dismissal of 
the politicians who had provided a 
facade of j)arliamentary government 
and a disiiiantling of the constitutional 
apparatus on the eve of the first gene¬ 
ral elections".* 

actual fact, Ayub Khan’s coup of 
1938 was not the first such event in 
the short life of Pakistan. At least on 
three* earlier occasions, Governor-Gene¬ 
ral Ghulam Mohammad, an ex-civil 
servant, had with the explicit backing 
of thv bureaucracy and the tacit sup¬ 
port of the army staged, what might he 
termed, civilian coups. 

In April 1953, Gj^nlam Moliammad 
dismissed Prime Minister Nazimuddin 
who enjoyed the confidence of the Na¬ 
tional Assembly ^d insitalled fn hfs 
place Mohammad Ali of Bogra, then 
Pakistan's Ambassador in Washington. 


This action was taken in complete con¬ 
travention of all canons of parliamentary 
democracy. The queer acquiesence of 
the Pakistani politicians in this arbi¬ 
trary act, however, helped to give a 
certain degree of legitimacy to it. Al¬ 
most all mcml>ers of Nazimiuldin’s 
cabinet agreed t<j function und<*r the 
new Prime Minister. The incident only 
depicted the lack of any social or poli¬ 
tical base of the politicians and tluN'r 
lack of communication, leave alone 
rapport, with the general populace of 
the country. Having b<^en elect«*d in¬ 
directly by puwinclal assemblies in 
1946 (tile provincial assemblies them¬ 
selves were elected on very restrictcfti 
franchise), members of the National 
Assembly were not only unrepresenta¬ 
tive of the people, they were extremely 
afraid of facing th<^ electorate. 

Series of Coups 

The sca^nd coup w'as a provincial 
one. Provincial elections held in East 
Pakistan in March 1954 resulted in a 
landslide victory for the United Front 
led by A K Fazlul Iliiq and H S Siih- 
rawardy. The UF mhiistr>' was allow¬ 
ed only a few wt'cks in oJficc I>efore it 
WHS dismfssc'd by tlic Governor-General 
and the iion man of the bureaucratic- 
steel fran>e, Iskander Miiza (until then 
Defence Secretary) was sent to Dacca 
as Ca)vernor to take over the reigns of 
adininistialion. Thrs was done at a 
time when the ministry enjoyed over- 
wh(*ljning siippmt in the provincial 
as.s(*inbly. 

I'lie third of the series of coups vv.is 
staged in OctoI>er 1954, when the Cov- 
ernor-Genciab Ghulam Mohammad, de¬ 
clared a state of emergency and ilis- 
rnissed the Constitiient-cum-Natioual As- 
sc*mbly at one stroke. Bogra’s cabinet. 
\vas also dismissed and be was asked to 
form another ministry of “all talents” 
which included anny chief Ayub Khan 
as Defence Mhnster and Tskander Muza 
as Home Minister. Ghulam Moham¬ 
mad's action was a sequel to certain 
“independent’' moves that had been 
.initiated in the Assembly primarily by 
East Pakistani members who had felt 
a little emboldened by the provincial 
^elections ^^.gf that year. Jn fact, ibis ^ 
^ictjon cf the Goverhor-Gj^neral 
went unchallenged except for the cour- 
iigeous stand taken by Maulvi Tarni- 
zuddin Khan, Speaker of the dissolved 


House. The judiciary, however, uphek 
the Governor-General's action with onl 
one proviso, tliat he must convene 
new constituent assembly to frame th 
constitution and not impose a constitu 
tion by fiat. 

I'he military coup detitt of Octobe 
1958, on the eve of the first nation 
wide elections planned for the coiiiitr> 
was, therefore, only one, if the nios 
remarkable one, in the series of coup 
staged by the executive in Pakistar 
This was done whenever the exccutiv 
felt that its powers and privih'ges vvei 
being tlireatened either by the Icgi.s 
lature or ))y c<*rtain socio-political force 
operating within tlie country. The 195 
coup was also staged by the Head o 
State and if was President Mirza ani 
not General Ayub who alirogated th 
constitution and proclaimed niartid 
law. In fact, thiMe is eveiy reason ti 
believe that Mirza was und(T the im 
pression that a «lut>poly of pov^'er couh 
b<r maintained betwiten him and tb 
army’s C- in-C. 3'hat the two ieJI ou 
IS inconsequential as far as the patten 
of Pakistan's political di'velopment i 
concerned. 

'Tlie supremacy of the Pakistan 
executive in matters of governance, tc 
the utter neglect and disregard of th< 
legislative wing and all representativi 
and semi-represc*iitativc institutions, i 
Ixirne out by tlu* fact th.it betweer 
1947 and 1958, when Pakistan osten¬ 
sibly had a parhamentaiy lorm of gov¬ 
ernment, die National Assenilily was ii 
session Jor onl\' 338 days or for ar 
annual avciage of 30 days only. Dur¬ 
ing this iienoil tin* National A.s.seinbly 
pas'-cd 160 laws while the Govemor- 
(inieral/Presideiit issued 376 major 
oidmanct's.- 

The tiadition of e.xctutivc supremacy 
eaii actually lx* tiaeed to Pakistan's 
first tovcinor-Geucral, M A Jmnah, 
who had set the. tone tor this pattern 
of government. -Aftei tlu^ a.ssasination 
ol Piime Ministi’i Liaquat Ali Klian 
the tradition ol liureaucratic supremacy 
became the inle lather than the excep¬ 
tion. The higher echelons of the 
bureaucracy, however, acted in close 
conc(!rt with the top brass of the army. 

, It should l>o pointed out here that 
Mohammad’s arbitrary actions 
were taken after consultations with 
Ayub Khan, if not at the latter's initia¬ 
tive. This becomes amply clear from 
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Packing up The Population Probiem 


Family Planning 
is the effective 
solution to India’s 
critical population 
problem. And 
aiding the Family 
Planning effort 
is foil-used for 
packing rubber 
contraceptives and 
pills. 


India's population is 
increasing by a staggering 
15 million every year I 
The Government of India 
have launched a massive 
Family Planning drive — 
and India Foils too play 
their part. 

Already more than 
235 million contraceptives 
have been packed in foil 
supplied by India Foils— 
producers of the perfect 
protective package. 
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the October 1954 episode as described 
in Ayub Khan's ghost-written autobio- 
, graphy 3 

XJwo major factors contributed to this 
paf^m of Pakistan’s political develop¬ 
ment^ One was the well-entrt'nched 
position of the civilian bureaucracy at 
the time of Partition and the infant 
country’s need for a steel frame which 
could be provided only by the l)ureaii- 
cracy. Moreover, the grant of piec^e- 
incal self-government by the; British 
did not help to inculcate in the bureau¬ 
cracy a seiise of resiwnsihilily lijwaids 
or a lu'althy respect for the political 
leadership, let alone the inarticulate 
masses. The senior civil service tended 
to look nixjii their role as that of 
“mentors” of the political leaders whom 
they held, with the exception of Jinnah 
anti la'afpiat,* in utter contempt. 

RlTIll-AOC RA IK; SoPHEM ACY 

Ttfti task oi tlu* takeover of the i)oli- 
»decision-making machine by tlit* 
bnreuucjacy was made infinitely easier 
because oi the character of Pakistan’s 
political leadership. I’lic miserable 
failure of the Muslim League, tiie 
major political party during the initial 
years of Pakbstan’s exi-sterice, in tlie 
spheres oi political mobilisation and 
iitiricst aggregation Jed to an almast 
(.“(anplete isolation of tht* party leatler- 
ship iioin the peonle. Operating with 
an t^xtrcint'ly inadequate, il not com¬ 
pletely non-existent, social base the 
League and its successor parties in 
West Pakistan could not stand up to 
th(; extr(‘rnely well-organised pressure 
groups within the system — the anny 
and the bureaucracy. Moreover, tlie 
social and class composition of the 
West Pakistani political elite helped to 
make it siibsci'vient to the inilitary- 
biireaucratic complex, since both of 
tliein beltrngt'd to and serveil tlu* same 
and allied interi'sts. 

in East Pakistan the situation was 
somewhat different, especially alter the 
ouster of the Muslim league Covern- 
"'hraiit in 1954. Here the newly enit!rging 
vvhVe-collar middle class did assert it¬ 
self first in the inoveinwit for the Ben¬ 
gali language in 1952 and then in the 
landslide victory of the United Front rn 
1954. Moreover, the East Bcmgali 
midrlle class still had very close con¬ 
nections with the countryside as a re¬ 
sult of the coniparutively recent growth 
of this class as well as the meagre rate 
of urbanisation that had taken plac*e in 
East Pakistan. It could, therefore, to 
some extent carry thi^ politicis<?d section 
of the rural ore^s with it also. Regional 
autonomy was the chief aim of this 


class since it felt its interests thwarted 
hy West Pakistani dominatioTi of the 
political and economic machines in the 
country. However, the UF, based on this 
rather narrow strata of middle class sup¬ 
port, did not find itself strong enough to 
resist the pressure applied hy the civi¬ 
lian-military complex and, in fact, both 
its top leaders, Fazliil Huq and Suhra- 
wardy, were integrated into the system 
operated hy the ruling coterie in 
Karachi. Fazlul Hiuj. who had bc(‘n 
dismissi'd from his post of Chief Minis¬ 
ter, was later elevated to the post ol 
Governor of East Pakistan \vh<*n he 
agreed to play the game by the well- 
established rules. Siihrawardy did 
even ])elter and l)y the grace of Presi¬ 
dent Iskander Mirza and tlie support of 
“his” Party — the Republican Party — 
became the Prime Minister of Pakistan 
in 1956-57. 

Under tht* situation prevailing in 
Pakistan l>ct\M‘<‘n 1947 and 1958, elec¬ 
tions ev(*u when held (as was the case 
with the provincial t*lcctions held in 
West Pakistan betuee n 1951 and 195.‘3) 
(lid not significantly affi'ct tlu* power 
stiuclnre. When they threatened to do 
so, as tor example in the 1954 elections 
in East Pakistan, their results wc'ie 
(juickly nciitialis(*(l by suspension of 
eonstilulional government for a lU'iiod 
long enough to make the majority of 
the new leaders sec* “sense” and agi(*<‘ 
to play the paiiiamc'iitary game accord¬ 
ing to the rules already c.*stablished by 
the ruling gioiip. 

In We.st Pakistan opiuisition to thi* 
established oidci had always been mut¬ 
ed. But whc*n some signs of disaffec¬ 
tion liocame apiiarent it was decided 
to int(*gial(* tlu* various provinces of 
the* western wing into a single* unit so 
as to make the* task of administrative 
control ov(*r the political process muc,;h 
easier. The major n^asons for the 
creation of one iiiut in West Pakistan, 
one of theni lieiiig the perpetuation ot 
the Punjabi elite’s domination over the* 
western wing, weic* c:leaj’ly set forth in 
the iH>torioiis Donmient “X” vvluise 
authorship has ])een traced to Mian 
Muintaz Daultana, at piesent Preside-iit 
of the Council Miislitn League. 'Hiis 
document was made public in the Con¬ 
stituent Assembly of Pakistan in Sep- 
ternher 1955 hy Sardar Ahclnl Rashid, 
who had Ix'en ousted from his post of 
Chief Minister of the NWFP for his 
opposition to the one unit scheme.^ 

By 1958 things had come to such a 
pa.'-s that national elections promised 
for 1959 could not he postpon(‘d while 
the parliamentary facade was maintain¬ 
ed. In order to allay public suspicions 


successive Prime Ministers had pronuV 
cd that election.s would be held in early 
1959 at the latest. It was felt that any 
further postponc*ment without assigning 
adeejuate reasons might result in a 
major iKrlitical explosion. 

Isolated PoimciANs 

The same pcjliticians who had pro¬ 
vided the veneer of parliamentary de¬ 
mocracy for a decade were now accus¬ 
ed of gross mismanagement. From this 
accusation was derived the argument 
that the cximitry was not fit for parlia¬ 
mentary democracy. It is no doubt 
true that the politicians wr^e, hy and 
large, cxirnipt, and inefficient. But this 
state eff affairs had resulted primarily 
from tlwir state of .siilendid isolation 
from the electorate at large. Thus a 
po.st facto justification of the coup wa.s 
found. While the politicians were, 
thrust into the liml) 0 , the civil servants 
who, with the tacit supixjrt of the 
army, had really govtTned the country 
f<»r a decade continued to njle the 
riKJSt. 

Ayiib Khan’s Goveniment, even 
though it enioved military support a 
little more overtly than did the earlier 
dispensation, was basically a civilian 
government, and thus true to the past 
pattcin. The army was, of course, 
theie as the ultimate source of power 
in times of crises for the regime; but 
the day to day acts of governance were 
left to the civilians. Except for three 
senior generals, who became ministers 
in Ayuh’s civilian-dominated cabinet, 
tlx; anny soon returned to the barracks. 
Aziz Ahmed, a senior ICS officer with 
close family and social links with the 
feiidrtl aristocracy of the Punjab, \\*as 
appointed Deputy Chief Martial Law 
.\dministrator. 

Ayiih Khan’s regime, l>oth in the 
martial law phase of 1958-62 and under 
Ayul) Khan’s constitution from 1962 
onwards, was essentially a continuation 
of tlie political system that had operat¬ 
ed before 1958. In two resp<X’ts, how¬ 
ever, it differed from the original pat¬ 
tern. First it lemoved politicians from 
the legislative wing and tlu* cabinet ai^d 
so even from the arena of symbolic 
gov<*i-nance which they had held so far. 
While in theoiy this made the bureau¬ 
cracy even less accountable to i>opij]ar 
opinion, in piactice it aided the pro(?ess 
of political devi’lopinent in Pdki.stan. 
With the removal of the par1iani(‘ntaiy 
facade tin* political shock-absorlier wa.s 
gone. The regime’s biircaucratic-mili- 
tary character was now naked to the 
IHiblic view. Therefore, criticisni for 
malfunctioning cmild be direett'd at the 
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real smiree of power. Along with the 
significant r»*owth of the mkldle class 
during the 1950s, this critical assess¬ 
ment of the regime's peiforrnani'e was 
responsible for the disenchantment with 
the regime which attained the propor¬ 
tions of a mass movement in 1958-59. 

The second innovation w'hich Ayub 
Khati attempted avus in regard to build¬ 
ing support at lower levels primarily by 
the distribution of lavouis among the 
rural elite and the establishment of 
chanii(*ls of communication with them. 
This was the chief motivi? behind the 
Basic Democracies experiment. The 
middle lamllords’ in West Pakistan and 
the siiiplus fanners in Kast Pakistan 
were the main political and economic 
b<*neficiaries of the Basic Democracy 
scheme.''* It was from these categories 
that the majority of Basic Democrats 
were drawn. Thus, the regime tri<*d to 
mak(‘ tile economic elite of rural Pakis 
tan also the tnajijr iK'ncficiaries ui poli¬ 
tical power. Appan^ntly, the assessment 
made was that the traditional stnicture 
of society coupled with tlw' rural popu¬ 
lation's economic tlependence on these* 
strata of .society madc^ llieni the olivious 
opinion moulders and opinion leaders 
in the Pakistani countryside. It was, 
therefore, furtlier assumed that by 
mobilising supprjrt from these tradi¬ 
tionally privileged sections of niial 
society the regime could entrench itself 
for a long time to come. The Basie 
Democrats formed the electorate for the 
Presidency, the National and Provincial 
Assemblies as well as the channel 
through which developmental funds 
were distributed. 

Urban Spxitor UNnEFHESi::N'i ko 

That tins strategy w^orked rcasonabK 
well until the mid-1960s is proveii by 
the election letiims for the office of 
Presiilent held in 1905. How'ever, the 
presidential advisers must liavc been 
perturlied at the narrow margin of 
Ayub Khan’s lead over Fatimah Jinnah 
among the Basic Dcmocracts in East 
Pakistan. Moreover, the urban sector, 
especially its politically articulate sec¬ 
tions, w'ere creating new headaches for 
the regime as was witnessed hy Ayiib’s 
poor showing la^th in Karachi and 
Dacca. The urban sector had never 
become (juite integrated into the sys¬ 
tem for various rea.sons including the 
augmentation in the strength of the 
middle class following the spread of 
ethication, technological advancement, 
and relatively rapid industrialisation es¬ 
pecially in West Pakistan. The fall in 
the real w’ages of the inchistrial worker 
in Ixith wings of the country (a situa¬ 


tion quite unlike the one in the agri- 
cultiiial sector at least in West Pakis¬ 
tan where the green revolution was be¬ 
ing iisliered in) further weakened the 
legitimacy of the regime in the eyes 
of the urban population. To add to this, 
traditional channels of communication 
and influence did not work in the urban 
areas with the same efficacy as in the 
iiiral areas and, therefore, it was rela¬ 
tively easy for ixickets of resistance to 
the ri*gime to develop in the urban 
sector. The regime's alliance with 
monoiHily capital, symbolically repre¬ 
sented by the 22 families, only streng¬ 
thened anti-establishment feelings among 
the less privileged in the cities. 

In addition to all this, the situation 
in East Pakistan was qualitatively diffe¬ 
rent from that in the wes^tern wing. 
The growing t‘C*onomic disparity be¬ 
tween the two wings plus the feeling 
of political ineffectiveness harboured by 
the Bengali middle cla.ss had tended to 
erode further the foundations of Ayul) 
Khan’s political system. During the 
third plan period itself (1955-70), eco¬ 
nomic disparity between the two wings 
in ix*r capiLi t<*rius rose from 46 pei 
coiit to 50 per cent.* 

As long as a facade of parliamentary 
democracy was maintained and East 
Pakistan’s repre.sentation in the legislative 
wing was at least on par with that of 
West Pakistan, the feeling of political 
ineffectiveness though present was not 
as acute as it became after 1958. After 
the coup of 1958, with the legislative 
w ing relegated to a position of near ob¬ 
livion and with East Pakistan’s repre¬ 
sentation in the army and the bureau¬ 
cracy very' limited (and in crucial sec¬ 
tors of decision-making non-existent), 
the Bengali middle class’s feeling of 
non-participation in the political process 
became complete. Even as late as 
lff58, the East rakistani representation 
in the Civil Service of Pakistan — the 
(‘lite cadre of civil servants comparable 
to the IAS — was only 36 per cent. In 
the other servic-es like taxation, audit 
and ac'counts, police, customs, etc. the 
situation was no better.^ 

In the higher echelons of govern¬ 
ment where the powers of decision¬ 
making are concentrated the situation 
from the East Pakistani point of view 
w'as even worse. It was only recently 
that a Bengali was appointed Chief 
Secretary of East Pakistan and half 
a dozen Bengali civil servants reached 
the prestigious positions of Secretaries 
to the Central Government. Even then 
no East Pakistani has held the po.st of 
Secretary in the crucial ministries of 
Finance, Home and Defence. Neither 


has an East Pakistani been appointed 
ininistei in any of these ministries^ with 
the solitary exception of Hamidul Hpq 
Choudhmy who held the Finance port¬ 
folio for exactly four days. ^ 

Bengali IIaiio 

As far as representation in the armed 
forces is concerned, the situation is evmi 
W'orse. The army, which accounts for 
almost 90 per cent of the manpower in 
the force's, has Iw*en ^ecnn^^d primarily 
from the four districts of northern Pun¬ 
jab, namely, Rawalpindi, Cainpbellpur, 
Jhelurn and Gujrat and two districts of 
the NWFP, Peshawar and Kohat. Sixty 
per cent of the army consists of Pun¬ 
jabis, 35 per cent are Pathans and the 
others con.stitutc the rest.® 

East Pakistanis constituted no more 
than five per cent of the officers of the 
Pakistan army according to the figures 
available for 1953. In the navy Mtt 
share of East Pakistan at the officer 
level was 19 per cent in the techmc^ 
cadre and 9 pei cent in the iion-techni- 
cal cadre. The pioportion in tfu* naval 
ranks was around 28.5 per c<*nt. Among 
air force officers the East Pakistanis 
constituted 11 i)er cent of pilots, 27 per 
c‘(*nt oi navigatois, 17 per cent of tech¬ 
nical officers, 31 per cent of adminis¬ 
trative officers aiul 13 per cent of edu¬ 
cation officers.® It w'Otild not be wTong 
to .surmise that there have* been no ma¬ 
jor changes since 1953. 

According to Khalid B Saveed, who 
has been able to compile infomiation 
regarding 48 of the 50 senior army offi¬ 
cers who attained the rank of Major- 
C^'neral and above between 1947 and 
the closing years of the 1960s, 17 came 
from the Punjab, 19 from the Frontier, 
11 from among Indian refugees, and 
only 1 from Bengal.*'^ The solitary 
Bengali to rise to high rank w'as laeii- 
tenant-General Khwaja Wasiuddin, .«on 
of Khwaja Nazimiuldin, Pakistan's se¬ 
cond Prime Minister, and nephew of 
Khwaja Shahabuddin, Ayub Khan’s Min¬ 
ister for Information. 

The feeling of political impotenet' t.nd 
economic sterility harljoured by Uhe 
Bengali middle class found its comple¬ 
ment in the conditions of the agricul¬ 
tural poor in rural East Pakistan. 'Fhe 
mood of the Bengali ^peasantry, espe¬ 
cially in the northeni districts of Raj- 
shahi. Dinajpur, Bogra and Mymen- 
singh, bordered on revolt. Stagnation 
in the production of rice, the staple diet 
in East Pakistan, the decline in the 
world price of jute and a phenomenal 
increase in the rdnks of the landless 
labourers during the mtd and late 
1950s led to a marked fall in the per 
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capita income of the agricultural popu- 
'^lation. According to the figureii worlc- 
t^^out indcpendendy by two East Pak- 
ista^ economists, Swadesh Bose and 

Rehrnan Sobhan, the average rural per 
t capita income, at 1959-60 prices, 

* which was Rs 228 for the period 1949- 
50 to 1953-54 had gone down 

drastically to Rs 198 for the period 
1964-65 to 1967-68.11 The organisa¬ 
tional ‘'catalyst” in the form of the 
, Krishak Samiti, closely allied to the 
National A\^aini Party (Bhashani group), 
was largely responsible for making the 
agricultural poor aware of their latent 
political iK)wer. From this realisation 
grc;vv the demand for a radical restruc¬ 
turing of the socio-economic order 
which had relegated the rural poor to a 
state of uiiivt*rsal misery. 

’ Meanwhile th(^ esstaitially urban 
movement for political freedom in 
" ^V^s^.Pakistan, which was itself a result 
_ ui ihe growth of thit urban middle class 
and intelligentsia brought about by in¬ 
creasing urbanisation and industrialisa¬ 
tion in tlie west wing, had gathered 
momentum. Afttfr the IikIo- Pakistani 
conflict of 1965, the Pakistani economy 
suifered a setback. Increasing inflation, 
divtTsion of resources to defence in the 
absence of military aid, cuts in the in- 
llcnv of economic, assistance, increasing 
debt servicing charges on tlie exche¬ 
quer, plus shortages of law material and 
capital gootls tor industrialisation, all 
acted as economic catalysts which made 
the political atmosi)here in urban West 
Pakistan increasingly unfavourable to 
the regime. West Pakistan's industrial 
development based on the philosophy 
aptly described by Gustav Papanek as 
“tfie social utility of greed”,*^ could be 
carried on without unbearable strain on 
the system only under two conditions: 
a low level of politicisation and a cer¬ 
tain filtering down of the benefits to the 
low’est strata of society. By the late 
1960s, both these conditions were con¬ 
spicuous by their absence in the urban 
of West Pakistan. 

\ 

Colonial Economy 

As fur as East Pakistan is concerned, 
it had suffered for two decades under 
what can be described only as a colo¬ 
nial pattern of economy. Primary com¬ 
modities, primarily jute, were exported 
to earn foreign exchange which was 
channelised for the industrial develop¬ 
ment of West Pakistan, Manufacturetl 
products from West Pakistan were then 
sold at artificially inflated prices in the 
protected East Pakistani market. The 
bulk of the central funds under deve- 
Ic^Mnental and non-developmeutal heads 


were also iliverted to West Pakistan. 
While during the Third Plan periotl, 
technically speaking. East Pakistan was 
allotted llie larger share of development 
funds, in actual practice it turned tint 
to be much less for two reasons. Ihere 
was a shortfall of approximately Rs 1100 
crorcs in the iinpleinentalion of the 
Third Plan in East Pakistan. Accord¬ 
ing to the “Economic Survey of East 
Pakistan: 1969-70”, published as a 
post-budget document, the revised Third 
Plan provided for a total thwelopmental 
outlay of Rs 2700 ciores for East Pak¬ 
istan — Rs 1600 crores in the public 
sector and Rs IKK) crores in the prlvat** 
s<^ctor. Actual deveioiiinent expendi¬ 
ture during the Third Plan in the pub¬ 
lic sector was tentatively CsStiinated at 
Rs 1131 ciorcs or al)ont 71 per cent of 
the plan allocation. In the private sec¬ 
tor the performance v\’as even more, dis¬ 
appointing and only 48 per (x^nt of thi‘ 
Plan target, i e Rs 525 ciores W(T(^ 
spent.’-* 

The second factor was the outlay on 
non-plan exijenditiirt! which was meant 
primal ily for the Indus Basin program¬ 
me. With the bulk of the defence ex- 
ptxiditure as well as expenditure on 
civil administration c-oncentrated in 
West Pakistan the distribution of le- 
sourc'es w'as eeitainly lopsided. As a 
result of all these factors there develop¬ 
ed a strong movement for fiscal and po¬ 
litical autonomy in East Pakistan which 
came to be symbolised by the six point 
programme expounded by the Awami 
League Chief, Sheikh Mujibiir Rahman. 

The essentially urban movement for 
political freedom in West Pakistan and 
the autonomy movement in East Pak¬ 
istan in eonjunctioii brought down the 
Ayul) Khan legime. It .should l>e noted 
that in East Pakistan, there were actual¬ 
ly two interrelated and interacting move¬ 
ments within the broad movement for 
autonomy. One was, of course, the Ben¬ 
gali middle class's demand for political 
and fiscal autonomy. The other aimed 
at a more fundamental and radical re¬ 
structuring of the socio-economic order. 
The latter looked upon the success of 
the autonomy movement as the first, 
though essential, step towards the at¬ 
tainment of its objective. 

Martial Law W'as iiniK)sed in March 
1909 after the regime had made an at¬ 
tempt to divide the two movements and 
had even partially succeeded in doing 
so. In the initial stages of the upsurge 
in 1968, an attempt was made by Ayub 
Khan to contain both the movements. It 
was soon realised, however, that, taking 
into consideration the political climate 
in the country, this would be impos¬ 


sible. 

The second stage of tbi' establish¬ 
ment's response t(K)k the shape of a 
policy of “graduated retreat” in the 
faw of llie dem.'Uids for political free¬ 
dom'-, viz, adult franchise and a return 
to p;u-lianu‘ntiuy^ democracy. This was 
considered adequate to app<‘ase the 
West Pakistani opposition, with tlie ex¬ 
ception of certain radical elements. As 
for the movement for East Pakistani au¬ 
tonomy and restructuring of the eastern 
wing's socio-i^conomic order, the deci¬ 
sion was taken to stand finri and, if the 
worst came to the worst, impose mar¬ 
tial law. 

llisioiiK. Dixision 

However, the sec'ond Martial Law’ 
C-overnmerit of Yahya Khan apparently 
came to the conclusion aftci consider¬ 
able delil>craticm that the entire political 
stiuctnre of Pakistan would ctillapse un¬ 
less effective i^olitical participation was 
allowed and a cxnisicWrable degree of 
autonomy conceded to East J*akistan. 
This realisation m;ule the Valiya Khan 
(ioveniincnt decide that elections 
throughout the counlrv should he h<*ld 
by the end of 1970. By itself this de¬ 
cision was a historic one in the process 
of l^akistan's political development. For 
the fiist time, eoiintiyw’ide elections for 
a Constituent-cum-Nalional Assembly 
w’cre held on the basis of universal adult 
franchise. 

The outcxjme of the eU’ctions and 
their likely effects on the i)ower struc¬ 
ture in Pakistan are subjects for a sepa¬ 
rate article by themselves. One can only 
hazaul the guess at the moment that 
the contradictions — social, political 
and ec'Oiiomic — within Pakistani so¬ 
ciety are likely to be aceentuated rather 
than reduced as a result of these elec¬ 
tions. The forces that have c'oine to the 
fore in the two wings are so diverse and 
their social bases so different that it will 
tax the Icjaders' faculties of imagination 
and patiencx^ to the utmost bc'fore a 
eompromist; cxm.stitutioiial formula is 
devised, if it is devised at all. 

In addition to the apparently diverse 
pulls for autonomy on the part of Ben¬ 
gal and a strong centre on the part of 
the Punjab, a major difficulty in arriv¬ 
ing at a compromise formula will be 
the sharply defined and radically diffe¬ 
rent stages of political development in 
the two wings of the country. East 
Pakistan, despite its low level of urlw- 
nisation and industrialisation, has a 
higher rate of literacy than West Pak¬ 
istan and, relatively speakhig, a highly 
developed political c*ulture. It has a 
tendency to vote into power parties 
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vvitli c*ontiete socio-oconoinic and wrll 
defined ii<jHtical pro^ramnu's. West 
Pakistan, in U-mis of political culture 
is relatively backward and highly sus¬ 
ceptible to emotional appeals as well as 
to inills arising out ol trrbal, caste, and 
comniiinal loyalties. Zulfiqar Hhutto's 
reinarkuble vietoiy at th<; polls hi the 
wesb'in wing should not make us blind 
to the I act that ti.ulitional leadeis ol 
society in NW’FP, Bainchi.s-tan and 
even Sind (including a large number ol 
Bhutto's party men) have made a strong 
showing. Th<* additional factor of anti- 
Indiuiiism, whose character may be 
(hanging now' liom a communal to a 
secular distrust ol India a la Bhutto, 
is still operative in a rather big w'uy 
especially in the Punjab. All this shaip- 
ens the contrasts between West Pakis¬ 
tani and Kast Pakistani sociifties. To 
add to this, the economic contradictions 
within the Fast and the West Pakistani 
societies are bound to be troublesome 
in a big way onc-e the constitutional pro¬ 
blem is settled. In fact, (wtietnist inove- 
UK'iits in Kast Pakistan are alieady (pjite 
active. Pakistan's ixilitical dirvelopmcnt, 
tberelore, has rt‘ached the eiucial stage 
VA’heie tJie luhire of partieipatoiy d<‘ino- 


ciacy in that conritiy hangs in the 
balaiic'e. 
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POUllaWL yffsmx- ' ‘ 

After the Cultural Revolution 

G P Deshpande 


THE joiiit editorials of the People's 
y Daily, the Liberation Army Daily and 
the Red Flag appear thrice every 
year — on New Year’s Day, Army 
Day (August 1). and National Day 
(October 1). These joint editorials do 
a lot of stocktaking and set the tone, 
|is it were, for future policy. This is 
the reason why this January’s joint 
editorial, slightly shorter than usual, 
needs to be analysed. 

The principal objective of the edito¬ 
rial seems to be to reassert the role 
of the Party. We have said it more 
than once in these columns that the 
Cultural Revolution was not meant to 
destroy the Party but rather to 
transform it In other words, it was 
not the Party but its political line that 
was being questioned. Equally its 
leadership was being challenged. Evi¬ 
dently both these objectives seem 
to be about to be achieved. Probably 
that is the reason why the editorial 
quotes Mao to say that “to ’ead the 
revolution to victory, a political party 
must depend on the correctness of its 
own political line and the solidity of 
its organisation”. This means that the 
Party as it is being*constituted now is 
fine except that it must watch out for 
the mistakes in its political line and 
threats to its organisational solidity. 

Party C3ommittees 

What kind of Party is now being 
built? We had hinted before that it 
was more than likely that the revolu¬ 
tionary committees of various provinces 
would become the Party Committees. 
So far this has happened in the southern 
provinces of Kiangsu, Kwangtung, 
Kiangsi and Hunan. The process will 
probably be repeated elsewhere. 

The much lamented IJu Shao-chi has 
been finally thrown into the dustbin 
of history by this year’s joint editorial. 
He is no longer the enemy but rather 
one of those Left and Right oppor¬ 
tunists like “Chen Tu-hsiu, Wang 
Ming ... and other renegades’’. Obvi¬ 
ously Liu has become a man of the 
past. But this does not seem to detract, 
in any way, from the need of unity. 
The editorial repeats Mao’s call at the 
Ninth Party Congress: “Unite to win 
still greater victory.’* 

It has reasons to. In the first place, 
the New Party must get going as early 
as possible because • the National 
People’s Congress is overdue. Second, 
the fourth five-year plan of economic 
teconstntetfoo also goes into operation 


this year. The political picture must 
be clear if the plan is to go through. 
But the most important reason is that 
in the year 1971, as the joint editorial 
puts it, “w'c are going to greet the 50th 
anniversary of the founding of the 
great, glorious and correct Com¬ 

munist Party of China and the Fourth 
National People’s Congress, and com¬ 

memorate the centenary of the Paris 
Commune”. One can see that the 
National People’s Congress is at last 

coming. Whether it will be timed 

with the anniversary of the CCP or of 
the Paris Comniune is anybody’s guess. 
At any rate, the constitutionalists who 
were worried about who the Chinese 
head of state was can now heave a 
sigh of relief, for the NPC would 
soon appoint somebody — a small 
problem for us though, because there 
will be one more fellow around in 
Peking whose smiles we will have to 
interpret! 

The joint editorial does mention the 
fourth plan, but is silent on its details. 
It is likewise cautious. It quotes Mao 
to say that the Chinese people should 
“strive to change China’s economic 
and scientific and cultural backwardness 
within several decades and enable it 
rapidly to reach advanced world levels”. 
“The Fourth Plan period”, the editorial 
adds "is important for realising this 
great strategic aim.” This sounds 
almost like immediately after 1949, and 
indeed Mao’s quotation goes back to 
the olden days. The Cultural Revolu¬ 
tion has determined the political line. 
Now a slow humdrum process of 
economic construction has to start with 
a new vigour. The old man does not 
seem to be in a hurry! 

n 

The pride of place, however, is given 
by the editorial writers to international 
affairs and China’s place in it. There 
the tone is set by an unambiguous 
quotation from the Chairman: “People 
of the world, unite and defeat the US 
aggressors and all their running dogs”. 
In other words, the contradiction 
between China and the United States is 
not only antagonistic but remains still 
the principal contradiction. The Chinese 
are in no mood to take a kinder view 
of American role anywhere and «|cr- 
tainly not in Asia. With the expansion 
of the Indo-Cbina war this would have 
been imp 08 .siblc Mao’s quotation is of 
May 20 and was made in connection 
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with the Cambodian crisis, 

China is» however, hat^y that the 
challenge to the duopoly of the two 
super-powers is increasingly more 
. vocal. The very second sentence of 
the editorial notes “the new upsurge of 
the world people’s struggle against US 
imperialism and social imperialism”. 
Note the absence of the adjec¬ 

tive “Soviet” in the reference to 
social imperialism. In fact, the 

criticism of the Soviet Union is 
considerably muted. The Polish riots 
showed to the Chinese that “social 
imperialism’s colonial rule in East 

Europe is in deep crisis”. Nonethe¬ 

less, Peking seems to have taken an 
attitude of, “Oh, God, forgive them, 
they know not what they do!” towards 
the Soviet Union. The primary objec¬ 
tive, in Chinese view, is to “defeat the 
US Aggressors”. 

Well, and their running dogs too! 
That’s why Japan finds a prominent 
place in the analysis of the inter¬ 
national situation. ’Revival of Japanese 
militarism’ seems to be a major worry 
for the Chinese today. This emphasis 
was missing in the 1970 New Year 
editorial. 

CONSISI'ENT S'lRAND 

The major feature of the international 
situation that China seems parti¬ 
cularly happy about is that “many 
medium sized and small nations have 
risen against the power politics of the 
two super-powers”. This has been a 
consistent strand in China’s foreign 
policy thinking. This year, however, 
it has been formulated in very clear 
and precise terms. China sympathises 
and sui>ports all those who want to 
oppose this duopoly. But only “the 
small and medium powers” have so far 
reacted against the dominance of the 
super-powers. Is there a suggestion 
here to some large countries like 
India? One gets a feeling there is. 

The “super-power” phenomenon 
seems to be very much on the minds 
of the Chinese. At any rate they seem 
to be conscious that a big nuclear 
power like China would be treated with 
equal suspicion. The .editorial, there¬ 
fore, states categorically that “at 
no time will China ever behave like 
a super-power. A super-power wants to 
be superior to others and, proceeding 
from the position of strength, to lord 
it over others”. This, the editorial 
assures us, the Chinese will never do. 
“The Chinese people stand for equality 
among all nations, big or small.” 

This is a new idiom in international 
affairs. Or it may be not exactly 
new. When China cracked her first 
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atomic bomb she made a promise that 
China will never be the first to use an 
atomic weapon -- something no atomic 
power has ever said. Here now is 
another promise, again not made by 
anybody else, 'fhese days the power 
schooJ is (he dominant school in intci- 
national atfairs. As a consequence, 

DAR-ES-SALAAM 

Restructuring the 

MKETiNCi u'U'ully in Kampala, the 
Economic Marming and Con.sultative 
Council ol tli(! East Alrican Community 
took a decision that has great signifi¬ 
cance Tor the future of tlic Community. 
It decided to commission a study of 
selected multi-national or large-scale in- 
dustiies considered to he of stiategic, 
East Alrican cliaiactcr. The selected 
industries arc iron and steel, automotive 
and chemical. The study is to esta¬ 
blish and rccommetid measures to be 
taken by the member states in ordi,*r 
to ensuio that these imlnstries derive 
the maximum benefit from multi-na¬ 
tional co-operation. The significance of 
the decision lies in that it seeks to pul 
into practice the rationale of the econo¬ 
mic grouping of Kenya, Uganda and 
Tanzania. 

The Community was eslablishcil in 
December i9<i7, though it had existed 
previously on a dc facto basis for a 
number of decades. Tlie Community 
provides for free trade in manufactures 
among tlie member states, although for 
a temporary xicriod Tanzania and, to a 
lesser extent, Uganda have been allow¬ 
ed to impose some internal tariffs to 
protect their own industries — a con¬ 
cession gi anted to them in view of 
tlicir relative underdevelopment vis-a- 
cin Kenya. By establishing thus a 
common market of over 30 million con¬ 
sumers, it had been hoped to stimulate 
industrialisatjon in the regioti. Jt was 
expected, in particular, that the region 
would as a xc'sult attract investments of 
a large-scale kind that required large 
markets which East Africa could now 
offer. 

In fact, liow'cver, the common mai- 
ket operated somewhat differently. Al¬ 
though confidence in the Community 
has increased by the manner in which 
it has weathered the growing political 
differencjes and ideologies of the mem¬ 
ber states and even the sacking by 
Uganda of allegedly 20,000 Kenya 
vvorker.s, there has not been any signi¬ 
ficant increase in intra-regional trade. 
Few industries have been set up which 


probably these promises are brushed 
aside as cither utopian or just plain 
propaganda. It is strange, though, that 
not many say such things even for 
propaganda’s sake. One many attribute 
whatever sincerity one wants to, to these 
statements. All the same, it is a nice 
thought to begin a new year with! 


Community Model 

arc based exi^Iicitly on an East African 
maikf't. One or two — for example 
the tyre factoiy — that could be re¬ 
garded as a regional industry, have 
meant duxdications. This wasteful 
competition has in turn led evaluation 
and pi (^-investment studies to concen- 
tiate on the home and national market, 
to make decisions on the viability of 
that maiket, and to regard the market 
m the other two countries merc^ly as a 
Iioniis. Each country has seemed intent 
on a policy of autarky — ironically, as 
far as its paitners in the Community 
weie concerned. Uganda and Tanza¬ 
nia thus rapidly caught up with 
Kenya's lead in indu.strialisation, largely 
by duplicating her industries and more 
often than not by putting pressure on 
Kenya firms to decentralise their ope¬ 
rations by establishing plants in their 
own countiies. 

This policy of isolation and self- 
sufiici«*.ncy ivhich led to a standstill in 
regional trade was certainly not what 
was expected of the Community. Loige- 
scale investments were not forthcom¬ 
ing, and there was no increased specia¬ 
lisation within the region. Several 
factors aggravated the situation. The 
treaty which established the Commu¬ 
nity had been based on the assumptions 
of the free maiket economy. But quite 
soon each of the member states moved 
to greater state control of the economy, 
particularly in tlie distribution trade. 
Each state set up state trading corpo¬ 
rations which took over more and more 
items of import and export. These 
corporations tended to give preference 
to goods of local origin, and a variety 
of devices, such as quotas and licens¬ 
ing produced in practice national dis¬ 
crimination against goods of the other 
member, states. The situation has been 
partly redressed by the adoption by 
the Community of special rules for the 
operations of the trading corporations 
seeking to remove all discrimination. 

It is now accepted that the original 
assumptions of the free market are do 
longer tenable. The future of die Gom- 


munity may well lie in restructuring the 
Community itself along new Unes, 6as- 
cd largely on the fact of an increase^.! 
and increasing state role in trade and 
industry. Tt may lead to more and more 
co-operation among states and state- 
owned development and trade corpo¬ 
rations. The decision of the Economic 
Planning Council for a study of the 
multi-national huliistrics shows an 
awareness both of this fact, as well as 
of the fact that the full# benefits of the 
enlarged market can only come through 
active state intervention even if it is 
only an allocation of industries among 
the states conceined. 

East Africa has a long, though largely 
unsuccessful, history of regional allo¬ 
cation of industry. It remains to I>e 
s<‘en whether the new nioves will be 
more successful. Crucial decisions on 
how the regional industries are to be 
allocated, how they are in fact to be 
set uji, and the. role of the state deve¬ 
lopment corporatimis therein, have all 
y(;t to be taken. But the growing rea¬ 
lisation that intra-regional trade lias 
htK.'n stagnant for the last two or three 
years, that large-scale investment has 
not materialised, and that the market 
can support only single iniits in certain 
sectors, may all act as incentives to¬ 
wards greater co-operation, horse-trad¬ 
ing and coniiiioinisc. Thti future of the 
Qmununity as well as the economic 
rationale of its existencx3 depends in no 
small measure on the success of the 
present exercise. 


New ECAFE Members 

DELEGATES from the territory of 
Papua and New Guinea aie making 
their first appearance in the United 
Nations Commission for Asia and the 
Far East (ECAFE), at the current 19th 
Session (/f EGA PE's Transport and 
Cominunirations Committee in Bangkok. 
Papua and New Guinea — with a po¬ 
pulation of over 2,000,OOO — is admi¬ 
nistered by the Australian C^verninent 
and was admitted as an associate mem¬ 
ber of ECAFE last year. Other asso¬ 
ciate members are Brunei and Hong 
Kong. 

Papua and New Guinea !.s tlie' third 
Pacific island territory to take part in 
the affairs of ECAFE. Western Samoa 
is a full member. Newly independent 
Fiji qualified for full membership when 
it became the l^Tth . member of the 
United Nations last year and this status 
will be formalised at ECAFE's 27th 
Session in Manila* 26-30 ApilL . ^< 
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CANBERRA 

Congress of 

THOUGH it is growing in size all 
the time. Canberra is still a small town 
with a population of about 40,000. It 
is, nevertheless, the capital of Australia 
and was established spccihcally as the 
national capital. Tt can thus be 
•compared with New Delhi if only Old 
Delhi could be moved 50 miles away 
and the two joined together by a long 
narrow road. However, unlike New 
Delhi, Canberra was established not 
by a colonial bureaucracy but by a 
national one, so that instead of the 
huge memorial to foreign kings and 
queens, we have a beautiful artificial 
lake stopped ny a dam at the appro¬ 
priate point. Unlike the crowded 
buses of New Delhi we have countless 
motorways criss-crossing each other 
with even the most indigent Australian 
owning a car. Only visitors arc com¬ 
pelled to use their feet. 

Tt is thus not altogether inappropriate 
that the Congress of Orientalists moved 
from New Delhi to Canberra for 
its 28tb session- from a former colo¬ 
nial capital to a national capita] 

created ah initia, so to speak. The 
Australian National University was 

the host assisted hy a grant of $100,000 
from the central governmertt. Tt was 
not entirely surprising, therefore, that 
the public speeches were a gotxl deal 
devoted to the theme of what Australia 
hoped ,to gain out of the meeting 

of the Congress. The Governor- 

General of Australia did not hesitate 
to give advice to the organisers of the 
Congress on what they ought to be 
studying from the point of view of 
Australia. 

Engi isrt. A Problfm 

Yet to the participants the main 
purpose of the Congress was that it 
provided a platform from which to air 
their various researches or interests; to 
them where the conference was held 
was a secondary consideration. From 
their point of view, not enough alten* 
tion had been paid to the |tetua| 

crgani.sation of the conference, pe^av^ 
of the shortage of hotels in Canberra, 
all the delegates were housed in various 
student halls attached to the Univer¬ 
sity. .Arising out 'of the Australian 

w€»k eftos of 9to|>pin|; work innunedi- 
ately. the day is done, the poor 

hostel warden in malny instances had 
to deal with countless difficulties 

presented by guests who became ill in 
the night or who arrived at odd 


Orientalists 

hours; there were even a few who, 
because of injury, could not walk to 
the meetings of the conference which 
were held elsewhere on the University 
campus. 

There were also a number of 
difficulties arising out of, curiously 
enough, the use of English. A bus 
was provided to carry guests on a 
“shuttle” service between the national 
library and the main Congress site, but 
I discovered the bus plying on this 
service parked outside the national 
library after its first trip. When 
asked why he did not go backwards 
and forwards, the driver explained that 
he had been asked to go only once 
and return once and he denied that 
“shuttle” meant going backwards and 
forwards. As a result, many guests 
v^ere left behind. 

Another serious problem was that 
of finding out who was present at the 
conference, with no central hall or 
central letter rack. After three days, 
one could find out who were in one's 
own hall but it was impossible, except 
after a long walk, to see who were else¬ 
where on the campus and practi¬ 
cally impossible to find participants 
in the Congress who were living 
privately in Canberra. It was also 
extremely dithcult to find out what 
was going on at the same time as 
many of the papers in which one was 
most intere.sted were not necessarily in 
the section which one regularly attended 
and, besides, towards the end of the 
Congn's.s many of the papers were 
moved around. This applied especially 
to a person such as the present author 
who wished to attend not only the 
discussions on specialist papers on 
China, Japan and India bur also general 
seminars which had speakers like 
Eisenstadt, Dumont, etc. 

Tht general idea on which the con¬ 
ference was organised was to have 
two main streains -- a collection of 
individual papers by participants loosely 
organised into subjects and areas and 
a group of specra! seminar papers on 
subjects such as Religion ghd Eco* 
nomics. frrigadofi, Cvilisatlohs, Oilfu- 
sdoh of Material Culture, etc. These 
seminars were not an outstanding 
success, largely because there appeared 
to be little co-ordination among the 
various speakers. The chairmen seemed 
to know only those speakers on a 
^subject who were within their own 
particular disciplines, and these were 


not always the best persons to give the 
paper.s. There were cxceiJtions how¬ 
ever. I attended the seminar on the 
role of Law in Asian S<H;iety and was 
especially impressed hy the papers by 
Patricia Stcinhoff on the legal control 
of ideology in pre-War Japan, hy 
Elizabeth Whitcombe on property law 
i.n 19th century India and Al-Nowaihi 
of Cairo on some recent attempts at 
modernisation of Islamic Jurisprudence. 
Perhaps it is rather significant that 
none of these three speakers had legal 
training. Yet among the audience there 
were a number of Australian lawyers 
and judges and if the Conference has 
some effect on strengthening the 
teaching of jun'sprudence and compara¬ 
tive law in Australia (where there is 
excessive professionalisation of the law 
degree!, it would not have been held 
m vain 

Tm, ‘Old’ and thh ‘Ni w’ 

In a speech made to Australians 
while founding a new Australian Society 
of Orientalists with national branches, 
the President of the Congress. A L 
Basham, praised the so-callcd core 
subjects of Oriental Studies, language, 
liteiaturc and classical subjects, imply¬ 
ing that they were in some way 
superior to the “new” subjects of 
siK'ioIogy, political science, economics, 
etc It is certainly true that it is only 
since the Congress at Moscow in I960 
that modern ihemes have been freely 
admitted as subjects to be discussed 
at the Congres.ses. Yet it is clear that 
in order to he a successful Orientalist 
two qualifications are required. Firstly, 
one must be able to handle the 
language and material of the area 
studied, including especially work pro¬ 
duced by the scholars of the 
country concerned. Secondly, one must 
also be respected by the professionals 
of the . discipline concerned. Basham 
himself gave a paper on “Santosi Mata, 
a New Divinity in the Hindu 
Pantheon?” which was placed in 
the cultural anthropology and socio¬ 
logy section although Basham is him¬ 
self a traditional Sanskriiic .scholar. Tf 
one changes one's field of specialisa¬ 
tion then one is naturally judged by 
the specialists in the new ftcid and it 
was clear by attending tlw discus.sions 
on various papers that there were both 
good and poor schdars in all fields, 
whether traditional or ‘modern*. The 
criterion of distinction is ability irres¬ 
pective of one's field of specialisation. 

Tt was thus all the more puzzling 
that in the various reports of the 
Congress distributed to the local 
newspapers an excessive amount of 
attention was paid to the minority of 
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papei^ dealing with the Vietnam War, Fourteen years ago I attended a of younger and older sc^K^ars Is pro¬ 
special meetings of lesser known scho- conference of junior Sinologists at babJy a good thing as it keeps the 

lars who objected to Australian foreign Padua. This conference was in a sense establishment on its toes, 

policy, etc, and very little popular an attempt by yixinger Chinese scholars This 2Sth Congres.s of Orientalists is 

coverage was devoted to some of the to break away from the mass organisa- not likely to be as famous as some of 

interesting historical and literary pro- tion of older scholars of Chinese its predecessors; there was no impor- 

blcms, who were regarded as controlling the tant or outstanding theme which 

The International Congress of Orien- Congress of Orientalists. Many of the donvinated the confeience; the number 

talists has always been much larger leaders of that conference today of American scholars attending was 

than the individual sections of which occupy high . positions in the larger much less than in any previous con¬ 
it is compiled and perhaps this is the Congress. At the recent conference in fcrence since the War and the 

leason it has survived so long since Canberra a new Australian orga- organisaticHi of the cotfTerence left a lot 

its first meeting in Paris in 1857. In nisation has been established — the to be desired. But the Congress has 

1935 the Congress met in Italy at the South Asian Studies Association with encouraged a group of Australians 

peak of Mussolini’s strength: in 1960 its own magazine, to be published in the different universities who no 

it met at Moscow where it was addressed shortly — as an attempt to remain longer need to be apologistic for being 

by Mikoyan. fn 1967 it met at separate from the Australian Oriental students of Asia. And for those who 

Ann Arbor with US Government establishment. It consists largely of live in this small, unimportant and 

support — so much so that all the Australian social scientists and histo- rather isolated continent in the southern 

delegates and their families were able nans who do not feel that they will hemisphere, we arc glad do have had the 

to visit America by air for the be at home in the larger Oriental opportunity of meeting our colleagues 

extremely low return fare of $60. Society of Australia. This separation overseas. 
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You can spell 
progress 

In three letters—MLu 

More than 50 years ago, ACC pioneered the manufacture of cement 
in India. Today, they are leaders in the manufacture and research of cement, 
cementitious materials and industrial machinery. Achieving a breakthrough 
in the export market for cement-making machine^. ACC won a Rs. 2 crore 
contract for a project in Kuwait, earning international recognition of 
Indian technology. And just recently ACC has been awarded another contract 
(4.909 million dollars) for erecting a cement plant in Iraq. Over the years, 
far-sighted management decisions have built the ACC organisation into a 
dependable and progressive force in the country's economic development. 


THI ASSOCIATED CEMENT COMPANIES LIMITED 
Tht CaniMt Marktting Company al India LiaiiCad 




ACC helps to build the nation 
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BRUSSELS 

Political Ingredients of British Entry 


VIEWED from hfew Delhi—and many 
another CommOBwealth capital—it is 
the economic consequences of Britain’s 
third attennpt to join the EEC (ihe se* 
cond under the Tories) that must loom 
largest Once inside the Community the 
UK will have to dismantle the system 
of Commonwealth preferences, for one 
of the terms of entry will be the adop¬ 
tion of the common external tariff. The 
loss of preferential, and often duty 
free, entry can be expected to result in 
a fall in India's exports to the UK, 
even if the experts disagree among 
themselves dver the extent. Attempts to 
persuade the Six to agree to special 
trade agreements between the enlarged 
Cor^munity and India and other inde¬ 
pendent Asian members of the Com¬ 
monwealth have proved unsuccessful so 
far and. in any case, it clearly would 
be unwise to place too much faith in 
them. 

Viewed from Brussels, the economic 
consequences of Britain's entry seem 
no less important. The British in fact 
have twice calculated the cost of entry 
in purely mopetary terms and both 
the UK and the Six arc trying to drive 
as hard a financial bargain as possible; 
the Six are pressing for a substantial 
British contribution to the Community’s 
budget while London, not surprisingly, 
seems determihed to give away as little 
as possible. At the same time both 
sides hope to reap the benefits of 

preferential access to a substantially 
larger market. 

But if the negotiations are entirely 
given over to such highly technical 
matters as the alignment of the UK's 
customs tariffs and fann prices with 
those of the Six. their driving force is 
more political than economic, and it 
is the political consequences of entry 
^hich are likely to prove more im¬ 
portant in the long run. Heath, like 

Wilson before him, bdieves that 
Britain’s political future, even more 
than her economic future, lies in a 
closer association with the Continent, 
and he has already taken a number ol 
steps to make such an association 
easier to bring about in the coming 
years. 

Tm South Afuican Pactpr 

Onq of the principal obstacles to 

a cJcMc relationship U the Cl^Mhmon- " 
wealth. Obviously Britain cannot hope 
to pi^rtktj^te in any ftiture moves ; 
towards pditical union If sim is encim-' 


bered with a network of relations, 
however tenuous many of them may 
be, which link her to a multitude of 
nations in all the continents. Heath 
therefore must give the Six a striking 
demonstration of Britain's complete 
independence of the Conunonwealth. 
Hence the lefusal, on the one hand, 
to defend any Commonwealth interests 
in the current entry negotiations (except 
those of New Zealand) and the repeated 
assertion, on the other, that Britain 
will not allow Commonwealth countries 
to dictate her foreign policy, i e, pre¬ 
vent her from selling arms to South 
Africa. 

The fact that Heath should have 
sought a showdown with the Common¬ 
wealth over the question of arms for 
South Africa is significant in itself. 
The plain truth is that even official 
Comnmn Market attitudes to the South 
African regime are virtually identical 
with those of the present Conservative 
Government. None of the six EEC 
capitals may openly support Pretoria- 
but on the other hand none of them 
has condemned it and ail have en¬ 
couraged commercial and financial 
relations with it. TTie strong opposi¬ 
tion of much of the Commonwealth 
to the sale of arms to South Africa not 
only has not found the slightest echo 
in official circles here but has been 
viewed with something akin to surprise 
and even bewilderment. 

There probably will be more than 
tacit approval of Heath's determina¬ 
tion to resume arms sales to South 
Africa, especially in France. Were 
Britain to lift the arms embargo even 
partly, it would be giving the South 
Africans material as well as moral 
support—and would in fact be follow¬ 
ing French policy towards Vorster's 
regime. The resumption of British 
sales need not result in competition 
between the UK and France; the two 
countries in fact seem prepared to 
shaie the maiket between them, with 
each supplying the military hardware 
it spedahses In. 

FRANco-BRriiSH Entente 

Any British attempts to reduce the 
isolation facing the South Africans 
coul4 only strengthen France's own 
efforts to this end. French efforts have 
been channelfed, of course, through 
some of thp French-speaking African 
sriites.' ciodt^ly ^ Fvdry Coast, 
Aiafa^sy Republic and GaW, Ah tn^ 


creasing number of the Frendt-speak>- 
ing states now seem to favour diploma-i 
tic overtures to Pretoria and several of 
the English-speaking states can be 
expected to go along with them. 
Although suggestions that the EEC 
would be prepared to negotiate a trade 
agreement with South Africa have 
been denied here, such an agreement 
could not be ruled out if the majority 
of the 18 associated African states were 
to establish some kind of link with 
Pretoria. 

Heath’s policy of resuming arms 
sales obviously is not dictated simply 
by a desire to support French policy 
towards the South African regime. It 
can even be argued' that the French 
attempt to persuade their former 
African colonies to establish diplomatic 
relations with Vorster's regime is 
aimed at Ihwaiting British efforts to 
win friends and arms contracts in 
Pretoria. But the British Prime 
Minister's stubbornness over the arms 
issue would suggest that he is both 
alert to the possibility of Anglo-French 
co-operation in South Africa and aware 
of the need to demonstrate his com¬ 
plete independence of the Common¬ 
wealth in policy matters. 

With the Six as far from political 
union as ever. Heath's eagerness to 
prove his political bona fides may 
seem unnecessary. But the fact remains 
that Britain's application to join the 
EEC has already been twice rejected 
on political grounds (both times by 
dc Gaulle, it must be added). If 
Rippon, the chief British negotiator, 
succeeds, it will be more for political 
than econoniic reasons. With the 
emergence of West Germany as a 
political power in its own right the 
French clearly are looking for a political 
counterweight to Bonn; and as Pom¬ 
pidou and Heath are far more suited 
to each other, than either, is to Willy 
Brandt, an alliance between them is on 
the cards. 

Syndicate Bank 

A Correction 

The issue of Economic and Poli¬ 
tical Weekly of December 26, 
1970, had contained the annual 
accounts of the Syndicate Bank. 

On page 2113 the names of B K 
Kapur, M B Mohamed, O Swami- 
natha Reddy, V V Bhatt ^ K 
Ramamurthy appeared as signa¬ 
tories. These names are hereby 
deleted, as they were not signa¬ 
tories to the profit and loss ac¬ 
count for the period 1.1.1969 
to lfi.7.1969. 
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Spanning the country 
from corner to corner with 
quality products 
and service... 






THAT S 

EH«iUSH ELEmiC 

PLATING A LEAD ROLE 
IN INDIA’S POWER DEVELOPMENT 


ENGLISH ELECTRIC have 
engineered and supplied 
Control and Protection equip¬ 
ment for power installations in 
all parts of India. From Kashmir 
to Kerala and Maharashtra to 
Meghalaya. What's more 
ENGLISH ELECTRIC equipment 
made in India is in service in 
Australia, Burma, Kuwait, 
Malawi, Nigeria, Thailand, 
Uganda, United Arab Republic 
and other export markets. 

PROUD CONTRIBUTION; 

ENGLISH ELECTRIC are 
proud of their contriDution to 


the country's nation building 
efforts-whatever be the area 
-giant power generation and 
transmission complexes, 
distribution networks. Steel 
Plants, Railways, Posts and 
Telegraphs, Defence Services. 
Irrigation Projects and manu- 
facturing Industries In the 
Public and Private Sector. 
Today ENGLISH ELECTRIC 
are fully geared to continue 
their efforts in the great task 
of building India's developing 
economy, both at home and 
in the export markets of 
the world. 


ENGLISH ELECTRIC'S BACK¬ 
BONE: Forming the back-bone 
of the Company is an experi- 
encedteamof internationally 
(rained Indian Engineers 
whose services are'always 
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The Price of Cold 

I S Gulati 


SINCE its establishment after World 
War 11, the International Monetary 
Fund has all along sought to uphold 
gold ns the basic exchange reserve. 
Tht; Fund was constantly concerned, 
from the very outset, that as much of 
newly mined gold as t)ossib]c should go 
into monetary reserves. This, according 
to the Fund’s own review of its working 
over two decades ending with 1965, was 
one of the two principal reasons why it 
was averse to internationl transactions 
in gold taking place at pn inium prices 
(i e, at prices above $ 35 an ounce). 
The other reason for the Fund’s opposi¬ 
tion to i)reniimn pricing of gold in in¬ 
ternational Ci'ansactions was its Icur that 
such ti'ansactions would iiiid<*imine ex¬ 
change stability.^ 

Gor.n Pcx)f. 

Although the Futid deprecate<l pre- 
niinm pricing of gold in international 
transactions and made this kiujw'n to 
member CH^untries, it did not .iittii’vene 
in the gold niarkc't on its owii account, 
either to influence the price of gold or 
to channel goltl to official reseives. 
(The Fund did oigaiiise in 1954 what 
was called Cold Transactions Scrvic<‘s, 
which proviileil the member eouiilries 
facilities lor the sale ami i:)uichase of 
gold by their Central Banks arul these 
facilities were availed of to some ex¬ 
tent lx4ore the e.stahlishnicnt of the 
Cold Pool in early 1961.) The US 
Treasuiy, on the other hand, was alway.s 
prepared to buy gold from or sell gold 
to monetary authorities at the ofKcial 
price of $ 35 an ounce. Also the US 
Treasury kept a watch on the free mar¬ 
ket price of gold and intervened if tl^.e 
oc'casion arose. In 1960, for instance, 
when the price of gold shot up to $ 40 
an ounce in th<^ London Market, the 
US authorities intervened by large- 
.scale selling out of the US gold re¬ 
serves. 

The establishment of th<* Cold Fool 
in 1961 was a sequel to the price-rise 
of 1900. It brought together seven 
European Central Banks (including 
France, which withdrew later on) with 
the US Federal Reserve Bank, with a 
view to stabilising the price in the 
Ixmdon Gold Market at $65 an ounce. 
Tbereaflor, the price of gold in the 
London market fluctuated within nar¬ 
row limits until mid-March 1968 when 
in the face of heavy pressures of de¬ 
mand it was decided to withdraw the 
supi^rt ^of monetary gold to the free 
for 


Between 1951 and 1960, monetary 
gold reserves increased by $ 5 billion. 
This accretion to gold reserves repre¬ 
sented almost 40 per cent of the new'Iy 
produced gold during that period. Even 
in the succeeding five years (i e, 1901 to 
1965), there was a net addition to world 
gold reserves of $ 2.7 billion. Only 
during 1966-68, was there a net de¬ 
cline In World gold reserves and this 
was quite sizeable, amounting as it did 
to $ 2.3 billion, lliis decline in gold 
reserves all but wiped ^ put the accre¬ 
tions of tile first half of the det^e, 

TIh^t d«^cision of the United States and 
oiih^k six ineml)ers of the Cold Pool in 
Mar<^ 1968 to withdraw the support of 
tttonetary gedd to Its tnaiket price was 
taken in ihe face of this heavy decline 
in gold reseives. The above decision 
was accompanied, however, by an un¬ 
dertaking that th(! Pool would continue 
to underwrite the dollar pritH3 of mone- 
taiy gold at $ 35 an ounce with a view 
to meeting the genuine balanc'O of pay¬ 
ments lequirenients of monetary autho¬ 
rities who, in turn, were expected not 
to buy or sell gold in the free market.^ 

Twf)-TlEK System 

It was the above decision of the (iold 
Pcjol countries that created what is re¬ 
ferred to generally as the t^^'o-tier sys¬ 
tem ol gold pricing — one tier com¬ 
prising the monetary price which was 
fixed at $35 an ounce and the other 
tier the price of iKm-monetary gold in 
the free market, a price diat would be 
left to find its own eq[uilil7rium level. 

At the time the two-tier system was 
decided upon, the immediate problem, 
no doubt, was of the upward pres.sure 
on the price of gold and the decision 
of the Gold Pbol countries was evident¬ 
ly meant to let the free price float up- 
wardis* No ceiling was fixed. Nor was 
there . Buxy mention of the floor price 
which w . Pool, or the larger 

world system, would feel ob¬ 
liged to should an eventuality 

arise. 

The free miiffcet price tif gold m 
London Tvirose fmiti $35.00 in mid- 
March 1968 to level of $ 43.82 

an ounce in Mafdi 1969. Thereafter, 
it declined bu^^ remained above $40 an 
ounce until the tod of SeptembtT lf)69. 
Then within Mm mont^^ ie, Oct(il>er 
and November 1969, the free market 
price slumped from $41 to a little over 
$ 35 an ounce. In December 1969, the 
free market price in London f<4l l>elow 
$35 an ounce. 


During much of the period Iretween 
mid-March UXi8 and December 1969, 
South Africa withheld from the free 
market the major part of its current 
production of gold. The upward impact 
of this alone on the free market amid 
be enormous since South African output 
account(Kl lor over three-fourths pf 
world production of gold. Only in the 
later months did South Africa have to 
lelent and to rt*leasc some (piuntities to 
the freir market because of its balance 
of payments difficulties. 

IMF-South Afwca Gouo Accoru 

In the changed circumstances of a 
dowTiward pressure on gold price, an 
accord was reached between the Fund 
and South Africa which l>eeame effee 
tive as from Jamiaiy L 1970. Undei 
the accord, the Fund agreed to buy 
gold from South Africa when the free 
market price of gold fell to $35 an 
ounce or belo\\‘ but upto an amount 
that iViiuld meet South Africa's current 
foreif^n exchange needs. This amount 
could ixj quite substantial since gold 
sales have normally accounted for a 
major part of South Africa’s export earn¬ 
ings. (The value ot gold produced in 
S<mth Africa w'as $ 1,067 million and 
$ 1,091 million In 1967 and 1968, res¬ 
pectively. The corresi)onding figures of 
South Africa’s total expoit earnings 
were $ 2,899 million and $ 3,170 mil¬ 
lion respectively.’) 'j'he acc’ord spelled 
out other circumstances as well in which 
the Fund would buy gold from Soutli 
Africa. 

In return b)r the Fund’s aunmitment 
to buy gold when its free price was 
under dow'iiw'ard pressuie. South Africa 
undertook to sell its current gold 
production on tlui private market in ail 
orderly manner to the full extent of 
current payment }iceds during the pe- 
riotl w'hen tfui price exceeds $ 35 an 
ounce and also to nonnally sell nioiicta- 
r> gold onl{f to the Fund.^ 

With the conclusion of the above ac¬ 
cord, the effective position was that if 
the price of gold in free maiket W'as 
aimve $ 35 an ounce, .South Africa 
woukl be obliged to .sell its current gold 
prodiu'tion in an orderly manner in the 
free niarkc't but if the free market still 
(i e, in spite of orderly sales by South 
Africa ill the frtn.! market) remained 
almve $ 35 an ounce the Gold Pool, or 
the larger worKl monetary system, was 
not obliged to use monetary gold to 
bring the price down. If, however, tlie 
free market was at or below $ 35 an 
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ounce, South Africa could, under the 
above accord, sell gold to the Fund to 
the full extent of Its current payments 
requirements and thereby be under no 
prcjssure to sell gold in the free market. 

AriKRMATH OF THE GOLD ACCORD 

Since South Africa accounts for over 
75 per cent of annual world production 
of gold, it could, when it so wishes, 
effectively starve the free market of 
Fresh supplies of gold should the price 
threaten to fall below $35 an ounce. 
Thus while the free market price of 
gold could rise above $35 without any 
intervention from the world monetary 
system (South Africans orderly sales 
could, no doubt, be an effective dam¬ 
per), the price of gold could be effecti¬ 
vely prevented from declining below 
that level because of the undertaking 
given to the world monetary system 
thsough the Fund to buy gold from 
South Africa to the full extent of its 
^ current payments requirements. Thus 
‘under the effective arrangements com¬ 
bining the two-tier system of gold pric¬ 
ing with the gold accord the free mar¬ 
ket price of gold can go above hut not 
l>elow $35 an ounce. 

In the first six months of 1970, the 
free market price of gold was close to 
$ 35 an ounc§. During this period, 
therefore, South Africa could seU, and 
actually sold, to the Fund gold wortli 
$307 million, equivalent to approxima¬ 
tely 8.7 million ounces. The quantity 
of gold sold by South Africa to the 
Fund in the first half of 1970 should 
amount to 58 iier cent of its half-yearly 
output for the same period. The pro¬ 
portion of current gold i>roduction of 
South Africa thus absorbed by the world 
monetary system in the first half of 1970 
appears to 1)e rather on the high side, 
remembering that it normally absorbed 
less than 40 per cent of the annual 
world supply. There is a stn>ng sus¬ 
picion that the South African supply 
of gold to the free market during this 
period was very small indeed. 

Upturn in Indian Smuogung 

It appears that part of the pressure 
on the free market has come also from 
an upturn in demand for gold from 
India as with the passing of the mon¬ 
soon the sea routes to illegal traffic are 
opened up. It is estimated that India 
now absorbs as much as 250 to 300 
tqns of gold a year. If this estimate 
of gold being currently stniigsded into 
India is anywhere close tO facts, this 
should be costing India between $308 
to $ 370 million a year at the price of 
$35 an ounce but much higher when 


it is bought in the free market and im¬ 
ported contraband. 

Not surprisingly, in die later half uf 
1970, the free market price started 
showing an upward tendency. It al¬ 
most reached $40 an ounce in Octo¬ 
ber 1970 but is now hovering arpund 
$37.50 an ounce, ic, at $2.50 above 
the effective floor price set for die free 
market by the accord of December 1969 
l>etw'een the Fund and South Africa. 

With the free market price of gold 
ranging now al>ove the floor price of 
$ 35, die Fund is not obliged to buy 
any gold from South Africa under the 
terms of the gold accord. At the same 
time. South Africa is obliged to sell 
gold in the free market in an orderly 
manner. It was probably this latter 
factor (i e, the actual release of gold to 
the free market by South Africa) that 
accounted for the decline in free mar¬ 
ket price from the level of $40 reach¬ 
ed in October 1970. 

Future Prospbcis 

Let us now look at the prospects, in 
the near future, for the price of gold 
in the free market. Will die pressiue 
on price be upward or downward? 

One could identify at least three fac¬ 
tors, at this stage, w'hich should cause 
the gold price to move upward. These 
aie: 

(i) The de facto, as distinct from 
de jure, commitment of the world 
monetary system to maintain the 
floor price of $ 35 an ounce. 

(ii) the iiiore or less certain growth 
in the non-monetary demand lor 
gold; non-monetary demand for 
gold rose at the average annual 
rate of 9 per cent during the 
period 1956 to 1965; the subse¬ 
quent period, ie, from 1960 on¬ 
wards, experienced rather extra¬ 
ordinary rise in non-monetary de¬ 
mand hut this could not he re¬ 
garded as a normal phenomenon. 

(iii) the unlikelihood of any substan¬ 

tial increase in new supplies of 
gold; world production of gold 
has remained more or less un¬ 
changed over the period 1965- 
69 and its nonnal rate of increase 
over the whole decade was 
around 2 per cent; also, It is 
generally accepted that gold pro¬ 
duction is almost insensitive to 
price increases, ^ 

On .the other hand, one could identi¬ 
fy at least two factors whidi ^uld ex¬ 
ercise a downward pressure on the free 
market price of gold, if and when it 
rises above the floor price of $35. 
These are; 
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(i) the tenns of the gold acoend W 
tween the Fund and Soudi Afri¬ 
ca whereby the hitter assumed 
the obligation to sell gold in the 
free market in an orderly manner 
to the full extent of its balance 
of payments needs should the 
free price range above the floor 
price; so long as this commit¬ 
ment is fully adhered to by 
.South Africa the prospects are 
that the free market would be 
adequately supplied with gold; 
and 

(ii) the terms of the same accord that 
while South Africa is obliged to 
sell gold for monetary purposes 
only to the Fund, the Fund is 
under no obligation to buy gold 
from South Africa once the 
price in the free market rises 
above the floor price. Thus 
should the free market price he 
above the floor price the world 
monetary system would in all 
probability abjure the accumula¬ 
tion of additional gold. 

While it is a fact that the world mo¬ 
netary system has been absorbing a 
sizeable portion of the new supplies of 
gold (between 1950 and 1965, almost 
37.5 per cent of new gold supplies were 
absorbed by the monetary system) it is 
arguable if it is ot all necessaiy to in¬ 
crease the monetary gold reserves to en¬ 
sure increasing supph’es of world liqui¬ 
dity to keep pace with increasing world 
trade. The activation of Special Draw¬ 
ing Rights (SDRs, as they are com¬ 
monly known) by the Fund as from the 
beginning of 1970, and their effective 
use during this year by the member 
countries, clearly demonstrate tliat 
world supply of liquidity does not call 
for an increase in monetary gold re¬ 
serves. Though the SDRs am gua¬ 
ranteed in terms of gold and are some¬ 
times referred to as ‘paper gold^ their 
activation by the Fund did not call for 
any additions to the Fund's gold reser¬ 
ves or to that of the entire world mo¬ 
netary system. It was a pure coincidence 
that the activation of SDRs commenced 
on the same day on which the Fund- 
South Africa accord came into effect. 
It is by virtue of the latter that the 
Fund acquired new gold in 1970. 

In any case, the monetary system 
cannot both seek to stabilise the free 
price of gold (as the Fund's accord 
with South Africa evidently seeks to do 
by requiring the latter to sell gold in 
an orderly manner in a rising market 
when the price is rising and by agree¬ 
ing to buy up gold from Soudi Africa 
at the fixed price of $ 35 when the free 
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market price is falling) and at the same 
tinub ci^te pressnre on it by its own 
demand when the price is pushing up¬ 
wards. It cannot have the cake and eat 
it 

Balancing the two sets of opposing 
influences likely to be operating in the 
free market for gold in the near future, 
the likelihood appears to be that while 
the free market price of gold will re¬ 
main above $ 35 an ounce and may 
even show a secular tendency to rise, 
. it appears doubtful that the price wlU 
register any spectacular increases, un¬ 
less there is some extraordinary deve¬ 
lopment. 

Possible Exthaordinary Development 

It is quite possible, however, that a 
situation may develop Over the next few 
- years which may upset the balance be¬ 
tween the influences referred to above. 

The one possible development that 
could 'occur in the foreseeable near fu- 
is A run on the US dollar if: 
there is persistent deterioration in 
the US balance of payments de- 
Gcit. It is estimated that the US 
balance of payments deficit for 
1970 might be in the vicinity of 
US $ 7 billion (even after mak¬ 
ing adjustment for the deteriora¬ 
tion caused by short-term capital 
movements)* as compared to the 
corresponding deficit of US $ 3 
billion in 1969; 

(ii) there follows a scramble by the 
monetary authorities (other than 
those of the US, of course) to 
replace their dollar holdings with 
other more acceptable reserve as¬ 
sets; and 

(iii) the only acceptable reserve 
asset, in such cimms^ances, 
available is none other than gold; 
it is inevitable that gold alone 
should be die acceptable asset 
available for conversion oh the 
scale that would be involved in 
such circumstances. Even after 
the activation of tha second in¬ 
stalment of SDRs on January 1. 
1971, the total allocation will 
amount to US $6.5 billion, of 
which the US holding would be 
below $2 billion, whereas the 
dollar holdings of the other coun¬ 
tries should be above US $ 30 
biUion. 

This scramble for gold (this itself 
would be in violation of the two-tier 
system of gold pricing whereunder 
monetary doUai^ was convertible into 
gold provided monetary authorities 
asked for gold endy for genuine balance 


of payments purposes) might possihly 
force upwards the monetary price 
gold, i e, the US Government might be 
forced to devalue the dollar in teems of 
gold. This, however, woidd bo of no 
help in solving the problem, namely, 
the US balance of payments situation, 
which is responsible for causing this 
scramble, if alongside the devaluation of 
the US dollar the currencies that matter, 
as for example the German Mark and the 
Japanese Yen, also devalued oorres- 
pondinidy hi terms of gold and there¬ 
by maintained their pasitlea. with the 
US dollar,® 

To the extent that readfostroent of 
par values ofl^ered a solutibn'to. die US. 
balance of payments difBdnMUii 
solution would seexnr to~be iirilm'direc¬ 
tion of a readjustment ot the par. values 
of the stconger -currencies ht: tUmns of 
the US dollar. If the str a rt g tr curren¬ 
cies refused to readjust their par valuca 
in tcnxis of the US dollar, but the dollar 
price of gold was forced upwards, the 
W'orld monetary system would still be 
faced with the basic, impasse likely to 
develop in case of a run on the dollar. 
The US balance of payments situation 
would still have undergone no change, 
and unless the price of gold is raised 
substantially, the US ability to finance 
such large deficits would also remain 
extremely suspect Even a 100 per cent 
rise in the dollar price of gold would 
raise the value of the US gold reserves 
to US $22 billion which would still be 
only about two-thirds of the present dol¬ 
lar holdings of other countries and 
which could be wiped off in three suc¬ 
cessive deficits on the scale of 1970. 

Thbeat of Dollar lNcx>N>'ERTiBiLnT 

What is more likely to happen, should 
the US dollar run into serious difficul¬ 
ties, is that instead of letting the mone¬ 
tary price of‘ gold rise the Gold PikjI 
would possibly feel obliged to withdraw 
the commihnent it undertook while in¬ 
troducing the two-tier gold pricing to 
convert monetary reserves of dollar into 
gold. This would amount to declaring 
the dollar mconvertible. In other words, 
there would be a sort of repeat perfor¬ 
mance of what happened in mid-March 
1968 except that the break with gold 
once again might be even more difficult 
to repair than was possible in Decem¬ 
ber 1969. Whether or not the Fund 
rescinds its commitment to effectively 
support the free market price of gold 
may not be immediately relevant under 
.such circumstances (for the pressure on 
gold price immediately on the declara¬ 
tion of inconvertibility of the tloUor 


would be upwards) but it is imlik^y 
that rile Fund would itself stand by 
this commitment for long or even that 
South Africa would enforce it should 
it appear that the dollar would be taken 
off gold irretrievably. These moves 
would certainly have their impact on 
the free market of gold, an imx>act 
which would clearly be to push the free 
price of gold downward, certainly not 
upward. 

Even in March 1968, when the two- 
tier system of gold pricing was introduc¬ 
ed, there was a virtual declaration of 
the inconvertibility, of dollar. The ques¬ 
tion is would there again be a similar 
declaration to be followed by a return 
ta gold? The circumstances of the 1968 
dedaiution were different, however, than 
what might lead to the next declaration 
of dollar's inconvertibility. The 1968 
situation was a result principally of the 
pressures on the franc (downward) and 
the mark (upward) and not on dollar. 
The situation which might build up in 
the near future because of the pressure 
on dollar would therefore be not riio 
same. 

When the US dollar, which today is 
the principal foreign exchange reserve 
(over two-thirds of the world foreign 
exchange reserves consist of US dollar 
holdings), becomes inconvertible, on ac¬ 
count of the pressuic against it, and 
without any new prospects of letting up 
in this pressure, the likelihood is that 
such inconvertibility will stay on. 

In any case, the question immediate¬ 
ly relevant to this discus.sion is: would 
the declaration of dollar's inconvertibi¬ 
lity lead, as it did in the peritnl follow¬ 
ing March 1968, to a rise in the free 
market price of gold? The reason why 
the free market price of gold rose du¬ 
ring 1968-69 M’^as priiicijmJly the belief 
that the dollar and the international 
monetary system would return to gold. 
That is why South Africa Ik'UI back its 
supplies from the free market. Also, that 
is why there was so much more specu¬ 
lative demand for gold in 1968-69. 
However, when the break with gold 
takes place again, the prospects of the 
dollar returning to gold are going to 
be bleak. The expectation should, 
therefore, be that the world monetary 
system would follow suit and that gold 
was about to l>e demonetised. In that 
event there should develop a down¬ 
ward, rather than upward, pressure on 
gold. 

Notes 

1 See ‘The International Monetary 
Fund, 1945-1965", Volume II, pp 

174-202. 
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2 See the author s ^‘Changing Role of 
Gold'*, Economic and Political 
Weekly, Annual Number, 1970, pp 
87-92, for an extensive analysis of 
the background to the two-tier ar¬ 
rangement and its aftermath. 

3 See IMF's Annual Reports for 1969 
and 1970. 


4 See the author s “The New Accord 
on Gold” in Economic and Political 
Weekly of February 21, 1970, pp 
377-9, for a detailed examination 
of the tornis of the accord between 
the Fund and South Africa. 

5 In tile context of the British Com¬ 
monwealth, it might be worthwhile 


pointing out that sterling is not one 
of the strong curre^es now, 
I'herefore, should the dollar be de¬ 
valued it would not be surprising 
if sterling too is devalued, to the 
same extent at least. 

[The opinion expressed in this 
paper are entirely the author's oWn.] 
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THE concept of national economic 
planninp in France is undergoing a 
development that is well worthy of 
attention. Far from being a dramatic 
or sudden change, this has been a gra¬ 
dual process which has become more 
perceptible over the* past four years. 
The recent publication of the Sixth 
.Plan’s Draft^ provides us with a good 
vantage point from which to obsei-ve 
a new approach to national plannin.g 
and at the same time to get a glimpse 
of the targets for the next quinquen¬ 
nium. 

Ever since the beginning of the Fifth 
Plan (1956-1970), the methods of na¬ 
tional planning have bt^en suspected 
l^y a growing number of experts as 
being inadequate and relatively inefFt- 
cient, Xhis has led the Planning Com¬ 
mission to undertake a soul-searching 
..^rcise and to ask a few outside ex- 
^•^ni^among whom are two American 
scholars—for an independent apprai¬ 
sal. Whereas the administration’s self- 
criticism is shrouded in technocratic 
language and understatement, the 
American economists as was to be ex¬ 
pected have produced a lengthy bock 
which has been recently published." 
The dissatisfaction with the official 
planning methods has been felt by 
business leaders as well, and as eaily 
as in 1967 it led the economic com¬ 
mission of the “National Employers 
Association" (CNPF) to express its 
criticisms and its suggestions to over¬ 
come them. 

In this brief article 1 shall try to 
bring to light the most significant de¬ 
partures from the previous doctrine as 
seem evident from the official papers, 
taking up first 'the contents of the 
Plan itself—i e, the policies, targets and 
programmes—and then the problems 
of methods and modelisation. 

In the French theory, one of the 
basic assumptions was that the actual 
functioning of the market was a poor 
mechanism to adjust supply and de¬ 
mand relationships and that it did not 
provide the economic agents with relia¬ 
ble enough data. Besides, it was stress¬ 
ed that, to cope successfully with the 
world as it is today, an ' increasing 
number of long-range decisions were 
required which could not and should 
not be based upon the prevailing pri¬ 
ces or interest rates as these resulted 
from the market .forces. Such themes 
were recurrent in all previous Plans, 


The Sixth Plan 

Jean A Bernard 

and more particularly in the Fourth 
and Fifth which were largely inspired 
by the Masse-Gruson^ school of 
thought. 

With the Sixth Plan, the change is 
very clear-cut: 

“In spite of the fact that the market 
admits of ^ps and flows in certain 
respects, it is the most efficient 
method for organising productive 
activities. It is indeed the only way 
by which the economic units can 
gather and put to use, through the 
system of prices, the countless data 
necessary for the management of a 
developed economy. It is the only 
method which makes possible the 
decentralised management of econo¬ 
mic resources, without which these 
data cannot be fully and properly 
utilised . . . The Sixth Plan shall 
aim at establishing or re-establishing 
the state of a true market, if and 
when it does not yet fully obtain" 
(P 15). 

As usual with official documents 
these documents record the modifica¬ 
tions which have already taken place 
rather than herald new trends of 
thinking. This re-evaluation of the 
market’s role by the Planning Commis¬ 
sion is only the last of many eulogies 
of the market, which one could have 
found in many official reports or listen¬ 
ed to in many Ministerial speeches, 
over the past two years. In fact, the 
positive aspects of the market are being 
emphasised on every occasion nowa¬ 
days, where previously they had been 
either ignored or played doum. 

However, it is difficult to find in the 
Draft itself any practical measure 
which might bring about more compe¬ 
tition through the interplay of econo¬ 
mic agents. To diagnose the illness, 
and to propose a practical therapy for 
it, are two different things. The Draft 
has made the diagnosis; we shall see 
wffiich cures the operational program¬ 
mes will offer and then, what steps 
Goveniment will actually take to 
implement the programmes. 

Another worthwhile point has come 
out as a result of the lesson taught by 
recent history. It can be formulated 
as follows: the main subject matter of 
planning is economic policy itself and 
not a set of numerical targets. 

Indeed, there is a personal feud 
behind these abstract entities. When 
the Fifth Plan was drafted in 1964-65, 
the then Planning Commissioner 
Masse, did his best to make the five- 
year Plan the master and economic 
policy its obedient servant. In so 


doing the orthodox GaulUsts tried to 
control more closely the Treasury’s 
pundits and the Minister himself, who 
was known to be lukewarm towards 
the merits of an overall economic plan 
worked out in detail as it would neces¬ 
sarily impinge upon the Treasury’s 
freedom of manoeuvre. 

A nice new device was designed to 
ensuR' that the planning authorities 
would always remain in control of 
events which was known as “the 
warning intermittent signals" (in 
French, les chgtiotants)* It would 
work as follows. For a given index, 
corresponding to an important five- 
year target, a point would be defined 
which, if crossed for more than three 
consecutive months, would start the 
warning signal ringing. The ringing 
of the signal would wake up not only 
ihe officials directly concerned but also 
public opinion — so that eventually 
proper action would be taken to cor¬ 
rect the course of events. In this way, 
important objectives would not be ig¬ 
nored and the warnings of the Plan¬ 
ning Commission would get timely and 
proper consideration. 

Facts of life proved much too strong 
for this delicate mechanism, which had 
been hardly set in motion when the 
social crisis of May 1968 broke down 
the whole Plan as well as the Cabinet. 

Looking back into past years, it is 
easy to see that well-defined and deli¬ 
cately adjusted five-year targets arc 
upset with the utmost ease by “exo¬ 
genous" factors: In 1958, the Third 
Plan (1956-60) was thrown overboard 
by the Algier’s uprising and the change 
of regime; in 1962-63. the end of 
the Algerian war brought home a mil¬ 
lion Frenchmen and many billions of 
francs, leading to a bout of inflation 
which Giscard d’Estaing took several 
years to curb through a severe pro¬ 
gramme of controls and monetary res¬ 
traints which made a mockery of the 
Fourth Plan as such (1961-1965); again 
in May-June 1968, an increase of 
unemployment, sluggish demand and 
students’ unrest combined to topple 
the Fifth Plan’s career (1965-70). The 
jirice and incomes policy, so valued by 
the Planning authorities, became a joke 
when wage rates rose by more than 15 
pci cent in a year. Prices and money 
supply rose, requiring in turn another 
devaluation and a new restrictive 
policy. The going of economic policy 
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became much too rou^ and much too 
swift for tht; Plan itself which thus 
proved inadequate for the pressing 
needs of an economy upset by the 
violent tossing of social forces and by 
the terrific swing of th<3 international 
capital markets. If the new Govern¬ 
ment, led by Pompidou and Chaban- 
Delmas and with Giscard d'Estaing at 
the Treasury, was able eventually to 
restore a fair measure of price and 
wage stability without putting a brake 
on the growth of industrial investment 
it was because of many factors — such 
as the revaluation of the D-mark, the 
buoyancy of world trade, the “tech- 
nical” cleverness of Giscard, and the 
ability of the regime to resist demagogy 
— and owed very little to the by then 
forgotten Fifth Plan. 

It IS no wonder, then, that modesty 
was called for when the planning 
authorities set out to write the Draft 
of the Sixth Plan in the middle of 1969. 
On the other hand, the Finance Minis¬ 
ter had no dift'iculty in asserting his 
views forcefully; and according to 
these, national economic planning is 
nothing more than an exercise in intel¬ 
ligent overall forecasting and economic 
policy is what matters. 

If economic planning at the national 
level consists of setting a group of 
interrelated targets and a graph of 
numerical relations among the main 
economic and financial parameters, and 
if economic policy on the other hand 
appears as a series of political deci¬ 
sions and practical steps taken to ful¬ 
fil the broadly-defined goals of expan¬ 
sion and balance in the economy, then 
economic policy is clearly the ruler and 
will as a rule take precedence over 
planning. 

A few excerpts from the Draft will 
make very clear that such is the new 
look: 

“Planning is not an end in itself. It 
is meant to be, first of all, an instru¬ 
ment designed so as to make econo¬ 
mic policy more rational, more har¬ 
monious and better concerted...** 

(P 58). 

“Eventually, the core of the Plan, 
besides its mechanics of econometric 
relations and forecasts which can¬ 
not be separated therefrom, shall be 
made up by the social and economic 
policies to be implemented rather 
than by a list of numerical expected 
results*’ (p 8). 

What the previous Government has 
abelled a “fervent duty**, is now con- 
tidered an exercise in the conditional 
nood of the verb. “In order to be 
(fiicient and consistent with itself, eco- 
lomic planning is bound to take on a 
amewhat conditional character'*. More 


precisely, the Plan% draft differentiates 
between the targets — few in numbers 
and to be achieved at all cost —, the 
programmes — i e, a series of subordi¬ 
nate targets together with the resour¬ 
ces set aside to achieve them —, and 
the forecasts — the realisation of 
which is not vouched for. Whereas 
the system of five-year forecasts is an 
all-inclusive one, and results from the 
working of an econometric model, the 
targets are highly selective and obvi¬ 
ously political, as they represent the 
concept of what the ruling elite at a 
given time believes to be feasible and 
advisable, i e, the right thing to do. 

King and genitor of all other targets 
is the rate of growth of the Gross 
Domestic Product, around which some 
jmblic debate has been going on re¬ 
cently.* To summarise the discussion: 
two points of view have been express¬ 
ed, with the conservatives for a 5 per 
cent rate and the “Japanese” for the 
rate of 7 or 7.5 per cent x)er year. 
Whereas the Treasury has tended to 
lean on the conservative side, the 7 
per cent rate has been propounded not 
surprisingly by the youngest and more 
enterprising fraction of industrialists. 
As for Government, the President has 
made it known that he is in favour of 
the middle rate of 6 per cent, which 
has become the central variant of the 
Draft, presently under scrutiny. 

If the rate of 6 per cent has been 
termed reasonable, it by no means 
signifies mediocre performance for the 
French economy; it compares with an 
actual rate of 5.7 per cent over the 
past 10 years and is one of the highest 
in the OECD group of countries. It 
implies a yearly increase of 7.4 per 
cent of the industrial output, which 
itself assumes that the labour's produc¬ 
tivity grows by 6.5 per cent per year, 
i e, at a rate of one and a half point 
higher than the figure for the long¬ 
term trend. 

If the rate of growth is to be stepped 
up, it is with a view to achieving 
quickly a much larger industrial base 
in the economy. The plea for indus¬ 
trialisation of the country takes on an 
almost obsidional character these da 3 rs. 
While the reasons for it are obvious, the 
odds against easy implementation are 
formidable indeed. In the Draft, they 
are listed as follows: 

— The factors of production tend 
spontaneously to keep clear of indus¬ 
trial ventures. Worthy of notice is 
the fact that between I9d2 and 1968, 
only 514X)0 persons out of a total 
of 800,000 new entrants into the 
* labour force, have joined the rank 
of industrial labour. Most of the 


labour force released from agricultu^ 
ral employment has gone into the 
services* sector of the economy 
which has taken on an excess of fat. 
To reverse the trend will be a long 
and difficult process, all the more so 
since the economy is precisely to be 
left to the forces of the market., 

— The present pattern of output 
does not fit exactly with the require¬ 
ments of final demand. Precisely 
because France is one of the earliest 
industrial countries of Europe, some 
of the most developed branches (tex¬ 
tiles, engineering) exhibit a sluggish 
behaviour, whereas the technology- 
oriented sectors of industry arc 
much too weak and too small to 
keep pace with the rhythm of the 
final demand itself, whether at home 
or abroad. Resources will have to 
be redeployed to achieve a better 
structure. 

— Management is poor in many 
firms, which for a long time have 
been sheltered from competition by 
tariff protection, the grant of govern¬ 
ment’s contracts or the existence of 
prices* and market’s agreements. 

To put forth such objectives at the 
beginning of the Sixth Plan does not 
speak very much for the virtues of 
planning. That new efforts are ItJ- 
quired to optimise the future pattern 
of investment is the normal task of any 
national plan in a sequence of several 
five-year plans; but the fact that the 
actual pattern of output which neces¬ 
sarily results from the former planning 
targets exhibits the very same basic 
weakness that these earlier efforts 
should have corrected, casts a kind of 
shadow on the game itself. 

As for the credibility of the present 
Draft, it is yet too early to pass judg¬ 
ment on it: the Draft is to be follow¬ 
ed very soon by a set of detailed pro¬ 
grammes by which we shall be able to 
evaluate more precisely the industrial 
policy of the Sixth Plan. In any case, 
the i>ath lo be trodden by Govern¬ 
ment — between its deliberate inten¬ 
tion to let the market’s forces shape 
up the industrial structure and its no. 
loss explicit urge to correct the most 
glaring defects by such means as it 
can avail of — is very narrow. 

Let us judge from past record. 
Much has been made already to offer 
unemployed or poorly-paid labourers 
the free facilities they needed to ac¬ 
quire the new skills wWch were in 
great demand and so to help them 
direct their vocation in accordance 
with the economy's requirements. Fol¬ 
lowing an Act of December 1966 and 
(he subsequent deals which the* State 
made with a score of employeia^' aasa^ 
ciations^ the scope of. **the adult pio% 
fessional training progsiauiie^ haa gima-’ 
up from 35^000 workers in 1463' 
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to 200,0(K) in December 1969. Another 
Act has put forth the principle that 
a worker-in-training is entitled to a 
salary equivalent to his last actual 
wage. As an additional feature of this 
policy, one should also take notice of 
the recently signed agreements for the 
same purpose between the manufac¬ 
turers' national association and the 
trade unions. 

As to the mobility of capital bet¬ 
ween sectors and firms, a partial 
remedy is to be found in a newly esta¬ 
blished finance house, the Institute for 
Industrial Development (eedee in 

French). Vaguely similar to the British 
Industrial Reorganisation Corporation, 
the IDI is geared towards the needs of 
medium-sized enterprises, which are 

most often unable to go public. 

Launched last July with a capital of 

330 million francs, subscribed by the 
big • banks and by the Treasury, the 
IDI is certainly not a substitute for an 
^lactive capital market; but it ap¬ 
pears to be more justified in France 
than it was in the United Kingdom 
for the very reason that in Paris the 
Stock Exchange is a dull and sluggish 
place compared to in Throgmorton 
Street. 

Important as it is to foster new 
industries and spur the pace of indus¬ 
trial investment, no Government's plan 
can forget to fulfil the basic need of 
financial stability and overall econo¬ 
mic balance. As the balancing act will 
be performed by Giscard d’Estaing him¬ 
self, one can rest assured thai it will 
be skilfully done and will be as con¬ 
vincing as it can be. 

In a speech delivered in the House 
on lune 16, 1970, he put forth the five 
prerequisites of the economic policy to 
be applied by the Treasury under the 
assumption of a 6 per cent growth rate: 

(i) A balanced state budget, being 
understood that the Government's out¬ 
lays should never increase at a faster 
rate than the GDP in nominal terms. 

To slow down the actual rate of in¬ 
crease of public expenditures is always 
excruciatingly difficult for any Govern¬ 
ment. It is all th0 more necessary 
since the Minister wants to wipe out 
the tax evasion and reform the direct 
taxes. 

(ii) A modernised monetary policy, 
which implies that, as of now. France 
is sadly lacking in this respect. 

(iii) A surplus in the balance of 
current accounts with foreign count¬ 
ries,'Whldi must be based on a subs¬ 
tantial surplus of the trade balance. 

This is an ever recurring exhortation 
of . ever^ Minister since 1946. 


(iv) A price and incomes policy, 
which is deliberately absent from the 
Draft itself but which Giscard d'Esta- 
ing believes essential to the Sixth 
Plan’s success. There is a mystery 
here. Did Giscard claim for some¬ 
thing which he could not get and thus 
be able to consider himself free of the 
other Sixth Plan's targets, as they 
depend, he says, on some sort of price 
and incomes policy? Or does he 
believe sincerely that in the western 
economies a high growth rate which 
has no strong price and incomes ix)licy 
is only a catch or a hoax? It is hard 
to say at this stage. As the subject is 
of utmost importance in Western 
Europe today, its treatment in the 
final text of the Sixth Plan will deserve 
a great deal of attention. 

(v) A bold programme for savings, 
with a view to increasing the volume 
of savings itself and to alter somewhat 
the proportions according to which the 
overall volume of savings is distributed 
among its traditional end-uses. Such 
a redistribution is necessary to achieve 
the high rate of industrial investment 
at which the industrial policy of the 
Plan, as we have seen, is aiming. 

Such are the outlines of the Plan, as 
they can be seen emerging from the 
transparent veil of the Draft. From 
the Fifth to the Sixth planning period 
the change is one of emphasis ratber 
than of content. But it is enough to 
alter the "raga” itself because- the 
mood in which it is to be played will 
be different. This will be confirmed 
by. a brief excursion into the realm 
of methods, in tho following. 

II 

Fill as a Model 

The new outlook on planning which 
we have described above briefly is 
matched by a considerable advance in 
the methods used to “formalise" the 
planning process, in other words in a 
new model. The nickname Fifi — a 
very Gallic name for a girl — stands 
for a “physico-financial model”. We 
shall now try to present Fifi in simple 
terms without claiming to do full 
justice to a very complex econometric 
exercise. 

The Fifth Plan's Model and Its 
Resolution** 

In the Fifth Plan's context, the use 
of the word model may be deceptive 
as it designates a set of mathematical 
relations or more loosely a system of 
relations, all of which are not suscepti¬ 
ble of mathematical formulation. The 
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method used by the planners can be 
described as a succession of numerical 
projections of the economy for the last 
year of the Ran (in the present caset 
1970) which is continuously enriched 
in informations as one goes from one 
projection to the next. To each pro¬ 
jection, designated as a “sketch”, cor¬ 
responds a given stage of the dialogue 
between the planners and their oppo¬ 
site numbers: business representatives, 
Government Departments' heads, aca¬ 
demic experts, etc. Each “sketch” is 
formulated in national accounts terms 
and uses the same base year, in this 
case: 1962. The national accounts 
system provides a stable framework to 
gather and manipulate a wealth of data 
which, as we said, is being continuously 
enriched as the planning process goes 
on. 

As usual, the projection starts from 
a forecast of population from which is 
deduced a forecast of the labour force. 
Assuming a long-term trend of labour 
productivity, the planners are able to 
define a rate of growth from which is 
deduced a gross national product 
broken down in a few sectors as well 
ns into its main end-uses: household 
consumption, capital formation, net 
balance with the rest of the world. 
This projection in volume terms is then 
worked out in terms of income with 
the help of relative prices, so as to 
build a pattern for income fofmation 
and income distribution which can be 
considered compatible with the accept¬ 
ed behaviour of economic agents. This 
being done, a flow of funds model is 
used to project a pattern of claims and 
liabilities, i e, a financial projection of 
the economy. 

In other words, the building of each 
sketch entails a projection of four 
separate aggregates: 

— the demographic aggregate, 

— the national product in physical 
terms, 

— the aggregate of income forma¬ 
tion and distribution, and 

— the financial or flow of funds 
aggregate. 

In the Fifth as well as in the pre¬ 
vious Plan, the first two aggregates 
(demography and total product) play a 
decisive role compared to the projec¬ 
tion of incomes and the projection of 
claims and liabilities. Eventually a 
balance has to be struck between the 
four blocks of aggregates by a succes¬ 
sion of adjustments taking the form 
of an iterative process. Leaving aside 
the relatively simple task of the demo¬ 
graphic projection, the basic scheme of 
the planning process for each particular 
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sketch can be figured out as follows: 


physical 

equilibrium 


4 ^ 


value 

equilibrium 


I 


financial 

equilibrium 


f 


Such a scheme is characterised by 
the simplicity and the unilinearity of 
the graph. The model being informal, 
sketch'building appears to follow in 
practice a very peculiar mixture of 
constraints: accounting rules, techni' 
cal or techno'cconomical constraints 
and political decisions. From a logical 
, point of view, the basic defect of the 
.^^whole scheme is that it mixes merci¬ 
lessly what must, what should and 
what will happen and tends to blur 
the distinguishing features of each 
type of relations. 

Another defect of the scheme is that 
there is little feed-back from one stage 
to the previous one. What feed-back 
there is, is hidden behind the sketch¬ 
building process itself or stretched 
out from one sketch to the next one. 
Instead of a fully formalised model 
which assumes from the beginning that 
all problems are clearly defined, the 
Fifth Plan’s scheme of planning rests 
upon an iterative procedure which was 
previously considered a virtue and is 
now acknowledged to be politically 
deceptive and intellectually blunt. A 
few quotes taken from the work re¬ 
ferred to in footnote 2 will make 
clear the basic character as well as the 
basic defect of the Fifth Plan’s model. 


**The adjustment of the aggregates 
which are to be prospected accord¬ 
ing to these relationships, presents a 
dual character of a forecast, inas¬ 
much as it describes the working of 
economic mechanisms, and of a ^e, 
inasmuch as it expresses die 
chosen terms as well as the wished- 
for effect of contemplated measures” 
fpB). 

In the same report, the planning 
scheme is defined as: synthesis 

using the method of the continued ap¬ 
proach”. That sudh a method cannot 
be entirely expressed In matHematical 
terms is clear from the following: 


In fact, the preparation of a Plan 
is a proo^ss during Which the ^o- 
gue betireeii different social partners 


leads to 
sidn of thd 


live apprehen- 
to be solved. 


using the technical work as a prop. 
The systematic use of a fully formal 
model could not have been reconcil¬ 
ed with the true nature of the French 
planning methods. This is a funda¬ 
mental point which needs some clari¬ 
fication. 

In the course of the dialogue 
(between different socio-economic 
categories), the volume of the data 
involved in the programming work 
grows gradually — some psydio- 
political barriers to the information’s 
progress require time to be over¬ 
come; the constraints to take into 
account become more precise as time 
goes on; a series of ^^litlcal “itera¬ 
tions” enables the planners to force 
the political and social authorities to 
confess gradually which decisions 
they believe they have to make, as 
they acquire a clearer perception of 
the problems to be solved and of 
the constraints to comply with” 
(P 23). 

As it was stated previously, the 
traditional methods used in the plan¬ 
ning process had generated much dis¬ 
satisfaction and bred a disenchant¬ 
ment all the more obvious as the work 
proceeded. As soon as the ink of the 
Plan was dry, the experts set out to 
think over seriously the whole plan¬ 
ning exercise in its formal and practi¬ 
cal aspects. It is from this self-criti¬ 
cism that Fifi was born. 

To put it very simply, an econo¬ 
mic model, when it is used for plan¬ 
ning the national economy, serves two 
main purposes: 

— to check the logical and the physi¬ 
cal consistency of all the targets and 
policies, and 

— to develop alternative variants so 
that the decision-makers are pro¬ 
perly enlightened. 

To achieve its purpose as a techni¬ 
cal and political exercise, the model 
must comply with the following prin¬ 
ciples : 

— to expound clearly the basic assum¬ 
ptions and treat them as such, 

— to replace the physically consistent 
aggregate, around which all French 
Plans had been based up to now, 
by an economically logical model, 
and 

— to bring the model closer to reality 
by breaking it into a few sectors. 

The task was not an easy one but 
seems to have been successfully carried 
out. In 1968-69 the work on the mo¬ 
del was completed and the model itself 
successfully tried. The main test of 
its validity has been the elaboration 
of the Sixth Plan’s first outlines, that 
is the projection of the French economy 
in 1975. As it stands today, FIfi com¬ 
prises 1,500 equations, 3,500 parame¬ 
ters and 5,000 programme Instructions. 

It enables the banners to produce 
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simultaneous volume and value ag-, 
gregates and, moreover, to compute 
several variants around a central pro¬ 
jection. 

The name Fifi itself stands for a 
physico-financial model and serves to 
illustrate what the French planners 
needed most, i e, to integrate closely 
the flow of funds concept with a 
physical balance of the economy in 
terms of use and resources of goods 
and services. Whether Fifi meets the 
challenge is for those to say who are 
bold enough to manipulate a 1,500 
equation system. 

The essential features of Fifi can be 
seen m relation to the price system 
on one side and the foreign competi¬ 
tion on the other. 

On. the one hand, it is clear that 
physical and value variables are inter¬ 
dependent through the price system. 
Prices depend on what the producing 
firms are prepared to offer and on the 
demand from end-users and most par¬ 
ticularly from households. In this sim¬ 
plified view of the economic life, the 
producers as a whole are supposed to 
submit offering prices baaed upon 
their co.st plus the amount of self¬ 
financing which they aim at. Inciden¬ 
tally, it is worth observing that s ratio 
of interdependence between physical 
target of the producers and not a rate 
of profit as the theory usually assumes. 
Against the offering prices, the balanc¬ 
ing factor is supposed to be the de¬ 
mand function of the households as 
a whole. To sum it up, the first type 
»^of interdependence between physical 
and value variables is based upon a 
limited play of the market forces. In 
other words, the structure of produc¬ 
tion is assumed to be rigid in a clos¬ 
ed economy. 

In actual fact, the French economy 
is nowadays submitted to a strong dose 
of competition as foreign producers 
compete with French producers for 
their share of the market. Therefore, if 
the model is to be realistic, it has to 
take fully into account the level of 
prices which comes out of the com¬ 
petitive struggle between foreign and 
domestic producers. The price-level it¬ 
self plays upon the level of profits 
which in turn determines the rate at 
which productive facilities are used and 
at which capital formation takes place 
in a given sector. In other words “the 
level of production does not depend 
essentially on final demand but mostly 
from the actual degree of competition 
between domestic and foreign produc¬ 
tion”.* 

In this way, Fifi hopes to solve or 




at l^st to britig into focus a crucial 
snag of the previous Plans: foreign 
competition. 

For the analysis of production itself, 
the concept of the “enterprise” is 
broken down into seven sectors, as 
follows: 

(1) agriculture, 

(2) agricultural and food industries, 

(3) energy, 

(4) manufacturing industry, 

(5) transportation and communica¬ 
tions, 

(6) rents, and 

(7) housing, construction and ser¬ 
vices. 

As far as the forecast of consump¬ 
tion is concerned, the previous method 
used to follow a simple Keynesian 
scheme of reasoning: given the pro¬ 
jected income and the rate of sav¬ 
ing, consumption was supposed to grow 
as fast or faster than income so that 
consumption was computed as the net 
difference between income and sav¬ 
ings. Moreover the rate of saving was 
supposed to grow faster than income 
according to Keynes' assumptions. In 
Fifi, two other factors come into play: 

— the rate of saving is inversely re¬ 
lated to consumer prices, and 

— capital formation exerts a feedback 
effect on the rate of saving. 

Some refinements have also been 
introduced in the determination of 
exports. Previously it was one of the 


less wen founded parfc at the 
projection and based upon what may 
be called educated guesswork. In the 
system of Fifi, the following j>arame- 
ters are introduced to forecast their 
future level: 

— foreign demand, 

— price competitivity, and 

— a “push” effect on the market share 
of French producers. 

Where maximum sophistication is to 
be found, it is in the analysis of the 
state’s behaviour in its policy-making 
role. Being a planners' model, Fili has 
been built with the^ specific purposes 
of illuminating the likely results of 
political or policy-making decisions re¬ 
lating to such fields as taxes, budge¬ 
tary policy, public utility rates, price 
control, etc. For instance, if energy 
and transport are isolated in the pro¬ 
ductive sector, it is for the very rea¬ 
son that they are state-owned and re¬ 
present sensitive areas of today’s French 
politics. Also the state sector is bro¬ 
ken up into a few sub-sectors: the 
central state proper, the city and re¬ 
gional administrations, the mixed sec¬ 
tor bodies, the social security system, 
in other words, the carving of the eco¬ 
nomy into its operational limbs is de¬ 
liberately used by the model to bring 
into focus those economic problems 
upon which state policy can be brought 
to bear. 

Hence, Fifi appears to be not only a 


aims at describiog more thotouiihly thd 
intricate relationships which are at 
force within a national economy in 
the 1970s; it is also, and foremost, a 
simulation model which aims at pro¬ 
viding the political decision-makers of 
the country with a system of econo¬ 
mic relations which, though it is far 
removed from the reality itself, is 
enough akin to it to simulate the stra¬ 
tegy of the government which stra¬ 
tegy is itself faced with the strategies 
and counter-strategies of* active part¬ 
ners in the game. 


Notes 

1 “Rapport sur les Principales Op¬ 
tions Qui Commandent la Prepara¬ 
tion du VIeme Plan*’, 2 volume 
with the annex, Paris. 

2 “Industrial Planning in France” by 
John H McArthur and Bruce R 
Scott, Harvard University Press, 
592 pp, 1969. 

3 Masse was Planning Commissioner 
from 1959 to 1966; Gnison has 
been in charge of the “economic 
and financial research unit” in the 
Treasury, then general manager of 
the National Statistical Institute. 
till 1967. 

4 Economic and Political Weekly, 
February 14, 1970, p 327. 

5 For a complete treatment of the 
subject see Etudes et Conjonc- 
ture No 12, December 1966. 

6 “A Tool for Planning: The Mode] 
*Fifi’ ”, by Michel Aglietta and 
Raymond Couibis, November 1969 
(roneotyped copy) (p 9). 
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WEST GERMANY 

Centenary of the German Reich 


Aswlni 

GERMAN politics has always managed 
to combine the sublime with an ele¬ 
ment of the ridiculous. No straight 
line could be drawn, as is often at¬ 
tempted, through German history from 
Bismarck to Hitler through Hegel, 
Fichte, Trietscke. and Nietzsche. 
Humanism is as much a part of Ger¬ 
man historical tradition; for, otherwise 
one cannot explain Bach, Beethoven 
and Brecht,^or Marx, Rosa Luxemburg 
and Karl Liebknicht, or rebels of the 
Bauhaus school of artistes, painters and 
architechts, and in more recent times 
the Anti-authoritarian school of Adorno, 
Horkhymer, Habaaraas and Mercuse. 

A Cumulative Product 

What is peddled about as the ‘Ger¬ 
man tradition* is the cumulative pro¬ 
duct of Anglo-Saxon prejudice, French 
convenience and, for the Russians, the 
exigencies of the Cold War. Why 
else did so many eyes on both sides 
of whatever exists of the ideological 
barrier look askance when—with a life¬ 
time of struggle against Nazism as proof 
of his bona fides — Chancellor Brandt 
declared his country’s goals as: “a 
liberated and not a defeated Geimany”; 
while the Heath government continued 
to claim lineage from the ‘British 
liberal tradition*, the Nixon adminis¬ 
tration from ‘American idealism* and 
Gaullist France from ‘French huma- 
nism*. The capitalist world has its 
own way of distinguishing one from 
the other; insofar as Germany is con¬ 
cerned, the Socialist world has con¬ 
veniently chosen to accept the familiar 
Western identification' of the ‘German 
tradition*. 

What has remained a relatively per¬ 
manent feature of German politics is 
the use of history for political ends. 
The very basis of German history is 
now the subject of a political debate 
between the ruling Social Democrats 
and the opposition CDU/CSU combine, 
each to justify its own position on the 
OstpoHtik. 

The occasion was the celebration of 
the centenary of the foundadon of the 
Genpan Reich. A hundred years ago, 
on January IS7L at Versailles, Ger¬ 
many emei^ged ttem the "'mere ^eo- 
grifphle to'^ich the First 

.JIfatwtajrga .had 


K Raj 

been reduced when Napoleon had torn 
through the Holy Roman Empire. The 
rise and fall of the Third Reich is 
more recent history. 

On this occasion, the opposition 
CDU/CSU organised a celebration at 
Bismarck’s grave, on the outskirts of 
Hamburg, to pay respect to the ‘Iron 
Chancellor*, respected throughout 
the country as the creator of Modern 
Germany. The grand old man of the 
CDU, ex-Chancellor Kiesinger was per¬ 
sonally present; the ruling SPD was 
represented by a junior minister; 
neither President Heineman nor Chan¬ 
cellor Brandt attended the function. 

Almost anticipating the opposition 
criticisms, President Heineman (who, 
otherwise, according to his detractors, 
shines more by contrast to his predeces¬ 
sor Leubke) spoke on TV two days 
before the function. The Federal Presi¬ 
dent not only ridiculed the organisers 
of the function but questioned the 
justification of the celebrations on two 
counts: first, the German nation existed 
long before the Second Reich of 1871; 
secondly, according to the President, 
the undemocratic Second Reich was 
an oligarchy of feudal lords who were 
themselves autocratic. It required some 
courage of conviction for anyone to 
say this in Germany on — what could 
be described as — the German National 
Day, even a few years ago. The Presi¬ 
dent not only survived, but his speech 
was acclaimed as one of the best ex¬ 
positions of recent )3erman history. 
Copies of the President's speech were 
distributed in all schools and universi¬ 
ties of the Federal Republic to indi¬ 
cate the view of history that the Social 
Democrats wish the younger genera¬ 
tion to imbibe. Things are in fact 
changing fast in this country; a 
buoyant capitalism has engendered a 
new conftdence with which the new 
generation seeks to view its own his¬ 
tory, untainted by feudal prejudices or 
petty-bourgeois emotions. 

Chancellor Brandt, in his message, 
spoke in equally forthright terms. He 
said, the German nation existed ^ 
through Charlemagne, the Hapsburgs, 
in the Dutchies, in the Second Reich, 
the Weimar Republic, the Nad era, to 
the present times when the nation 
lives under two difiereht forms of 


government. This historical reality 
has to be accepted and the Federal 
Republic should work for the more im¬ 
portant task of the unification of 
Europe. 

Kiesinger and Strauss, as could be 
anticipated, harped on the familiar 
tune. They declared the goal of the 
CDU/CSU as the reunification of Bis¬ 
marck's Germany and accused Govern¬ 
ment of making peace with foreign 
aggressors. History did not come to 
the rescue of the opposition; the Social 
Democrats paid them back in their own 
coin. 

A harassed opposition, confronted 
by Government’s determination to carry 
through its announced policies to its 
logical ends — despite its small majo¬ 
rity of six — has adopted all the tricks 
of multi-party democracy to oppose 
Government’s Ostpolitik and to topple 
Government. It tried horse-trading, 
and offered FDP backbencher, Geldner, 
DM 400,000 to defect; the latter pub¬ 
lished the entire deal with incontrover¬ 
tible evidence. The policy boomcrang- 
ed. Recently it has been announced, 
that ‘’Right-wing extremists, working 
in the Parliament” (which rules out 
the extreme Right-wing NPD) had at¬ 
tempted a plot on the life of Chancel¬ 
lor Brandt while he was holidaying in 
Kenya. All these indicate a harassed 
opposition, desperate in view of its 
declining support and in view ol the 
determination of Government, 

Brandt’s Trump-Card 
The Moscow and Warsaw Treaties 
have already been signed, though their 
ratification by the Federal Bundestag, 
according to the Chancellor, awaits a 
satisfactory solution of the Berlin pro¬ 
blem. This indeed, is Brandt’s trump- 
card for a bargaining position. The 
opposition parties are unwittingly en¬ 
abling him to show to the Russians 
what he wants them to know, viz, 
general suspidon of Russian motives 
pending a satisfactory solution of the 
Berlin problem. This may ultimately 
strengthen the Chancellor’s bands in 
reducing the human hazards of the wall 
and in making for easier traffic to West 
Berlin through East Germany. Al¬ 
ready, Foreign Minister Sebeel has 
thrown the first spanner into the 
enemy wheel — by announcing that ^ 
the condition of a satisfactory solution 
of the Berlin question pending ratihea- 
tion applied only to the Moscow 
Treaty and not to the Warsaw Treaty. 

CDU member of the Bundestag and 
ex-Foreign I|4inister, Schroeder, is in 
Moscow, and CDU/CSU leader in the 
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the crudities of horse-trading. This 
has a much longer tradition in Ger¬ 
many than the so-called 'German tradi- 
lion\ 

It is an interesting commentary that, 
just as the so-called New Left move¬ 
ment in Germany is slowly petering 
out — signifying not even sound and 
fury — news has reached that the 
'liberal tradition* of Britain have found 
Rudi Dutschke — the organiser and 
chief theoretician of the German New 
Left — a danger to Britain's security. 
Lest the offer from Denmark, or Rudi's 
own interest to stay on in Cambridge, 
leads readers in India to imagine that 
Rudi is unwelcome in Germany, it is 
worth pointing out that most German 
universities would be only too glad to 
have Rudi in their faculties on sheer 
merit. Apart from being a fire-eater 
and a remarkable organiser, Rudi has 
the rare virtue of clear thinking. 

Would not any of the mushrooming 
research institutes in India be interest¬ 
ed in inviting Rudi and making use of 
his intellect? Should the entire pro¬ 
cess of Brain Drain be always at India's 
cost? 


the Commonwealth instead of pushing 
their Ted to saner positions. 

Yet all is not quiet on the home 
front. Far from it. Two newspapers, 
after viciously attacking unofficial 
strikes have gone on unofficial strike. 
The postal workers have come out on 
strike and threaten to paralyse the 
business of the country. All in all there 
have been more strikes in 1970 than in 
any year excepting 1926.* The troops 
are still in Northern Ireland and the 
sporadic war against them continues. 
Underground activist groups have tar¬ 
red and feathered renegade civilians in 
the streets and tied them to lamp-posts 
for the British troops to find; bomb¬ 
ings and arson as means of political 
action have become a part of the daily 
reality of that area. Even in London, in 
the last few months, there have been 
forty bomb incidents, a figure which the 
police and newspapers refuse to ,con- 
firm. On .lanuary 12, the day of the 
protest against the Industrial Bill, two 
bombs went off in the country house 
of Robert Carr, the minister respon¬ 
sible for the Bill. No one was hurt, his 
family stepped out and waited in their 
Bentley for the police to come. 


Hapless New Year 

Farrukh Dhondy 
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House, Barzel is in Warsaw trying to 
find chinks in the Chancellor's armour. 
Though reports suggest no new dis¬ 
coveries by them on the other side, 
one has to await their return to see 
what is up their sleeves. 

Logical Complement 

Meanwhile, the pay-offs on the 
Ostpolitik have started to trickle in. 
While Kosygin and Gromyko are busy 
proving their bona fides to Schroeder, 
Democratic Presidential candidate 
Senator Muskie went back home, after 
a visit to Bonn, and declared his un¬ 
qualified support to the Bonu Govern¬ 
ment’s policies. No wonder. Chancel¬ 
lor Brandt and Foreign Minister Scheel 
have divided between themselves a 
long itinerary of visits to London, 
Paris, and Washington, after their suc¬ 
cessful tours of East Berlin, Moscow 
and Warsaw. The Westpolitik, after- 
all, is a logical complement of the 
Ostjmlitik. 

But to repeat: the internal politics 
of this country swing between the sub¬ 
lime level of historical analysis and 


HAROLD Wilson and the Labour 
Party are no longer the Princes Char¬ 
ming of Britain. Harold looks thin¬ 
ner and his head more grey since La¬ 
bour lost power, the party begins to 
resemble him. Last week at the Trades 
Union Conference meeting at the 
Albert Hall in London where thou¬ 
sands gathered inside and outside to 
protest against the Industrial Relations 
Bill which the Tory Party has in tow. 
it became clear that Labour has not 
only lost the country, it has lost the 
power to redeem itself under the leader¬ 
ship of the Wilson crowd. Poor Harold, 
his chin sank lower into his neck and 
the shadow of his shoulders hunched 
up over his back as the workers slow- 
band-clapped and jeered to drown his 
speech, certain now that he hadn't 
been born, as was believed in the early 
lixtics, to redeem them. The Tories won 
the election, and now even to those 
who said there was no difference be¬ 
tween Labour and Tbry rule, it is ap¬ 
parent that one party is proceeding to 
do consciously and with deliberation 
ivbat the other did in spite of itself. It 
is ak thoo^ Cinderella knew that the 
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ball was always a sham, but knows now 
Sat it's over. The clock has struck 
lidnight and the cushy coach of Eng¬ 
land has given up the pretence. of 
being more than what it is. The ugly 
si<lers have vigorously set about to put 
their house in order. 

Non-Issues 

The Tories have already laid a neat 
little pattern of pettiness and vindictive¬ 
ness by cutting small social services 
such as milk for primary schools and 
by introducing entrance fees to mu¬ 
seums and national galleries. Interna¬ 
tionally, they've declared their direc¬ 
tions by making overtures to white 
Rhodesia, by eagerly trying to sell arms 
to white South Africa and by revivifig 
commitments to a military presence east 
of Suez. And though all this has hit 
the pockets of their people and the 
prestige of Britain as a fair-minded, 
anti-racist nation, the electorate doesn’t 
seem to care. In Britain these are non¬ 
issues and even coooemed editors arc 
gritting their teeth and watting for de¬ 
cisions about the Commonwealth from 


New Fohm of Akgument 

There’s likely to be more trouble. The 
Government plan to put through this 
Bill attacking the right of workers to 
withdraw their labour and so they’o 
taken on the working class and the 
disunited Left and challenged them to 
action. Unsatisfied with the morsel, 
they’re going to bite off some more 
and plan in the same year to pass the 
Aliens Bill designed to deprive Com¬ 
monwealth immigrants of the few rights 
they have and make legal their .second 
class status. Though it may be true 
that the silent majority of the country 
are dumbly in favour of both these 
pieces of legislation, it is increasingly 
clear that the minorities who oppose 
them are finding their voice. The Ro¬ 
bert Carr bombs brought a new me¬ 
thod of political argument to Britain. 
Somewhere in the crowd are men who 
believe that the time for confrontation 
is near and are willing to take their 
lives into their hands escalating to 
terror. 

The Tories have been preparing the 
legal grounds to fight the mood of 
militancy in the country. They aie 
building new legal machinery and oMIng 
the old devices. Last year, after a de¬ 
monstration against the Greek 
at the Oaeden I^ouse Hotel ip Cam¬ 
bridge, participating students leere 
rested apd gS'i 
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ducted, it was clear that the police and 
the Home Office were reviving this 
historically defunct charge to tackle the 
pioblem of dissent with severity, that 
they had to find a tool to prevent 
people Mdth strong opinions from con¬ 
gregating in the same place. The seve¬ 
rity of the sentences imposed on the 
Cambridge students caused a paper 
controversy. Some were shocked that 
the educated should be treated by the 
law as the equals of the uneducated. 
Others welcomed the specious conten¬ 
tion that this was so. Groups on the 
t eft, especially the more militant, rea¬ 
lised that the establishment were not 
trying to establish a principle but were 
trying their wings. The police wanted 
to know if the charge of riotous as¬ 
sembly would stick So that in future, 

* demonstrators who couldn’t be charged 
with ‘grievous bodily harm’ or assault 
or obstruction could be charged mere¬ 
ly with being present and holding cor¬ 
porate opinions. 

The militants w'ere right. A few 
months after the Cambridge affair, the 
Black Panthers demonstrated in force 
against the victimisation of the “Man¬ 
grove”, a black restaurant in Notting 
Hill. The police had raided the restau¬ 
rant nine times simply because people 
whom they belieyed were black mili¬ 
tants ate their meat there. None of the 
charges against the restaurant had been 
substantiated in the courts. The de¬ 
monstration of the Black Panther 
Movement, impressive as it was by 
its weight of numbers, proved to the 
local police that black people in the 
country were willing and able to orga¬ 
nise and stand up against victimisation. 

It marked a change in the mood of 
black people, an acceptance by them 
of the black power organisations, which 
had been characterised by the Press to 
the people of the country, both black 
and white, as small groups with luna¬ 
tic inclinations. Suddenly it was seen 
that they were capable of bringing out 
people on specific issues, of channell¬ 
ing the mood. Naturally the police 
broke up the demonstration and charg¬ 
ed several demonstrators with riotous 
assembly, contending that the slogans 
“kill the pigs” and “off the pig” (about 
the police) amounted to a conspiracy to 
provoke the crowd to murder. At the 
preliminary heanng at the Maxytebonc 
Magistrate's Court, the magistrate, Mr 
Mach^, wat noi convinced. “Suppose", 
he as^ the promuting attorney, apo- 
logijung for hU language, “th(^ had 
said 'fuck the w 'hugger the pigs’, 
would yop ttp6tt this to be taken lite*- 
rally or llie diaege of 
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The case showed that while the police 
have found a powerful weapon, they’ll 
have to be more discriminating in its 
use The judiciary is not always going 
to buy their stories. When the Home 
Office or the Home Secretary deal with 
things themselves, the victims are not 
So lucky, as Rudi Dutschke, the Left- 
wing German student leader studying 
at Cambridge found out. 

A Threat to Security 
Again, his was a test case. He en¬ 
tered the country when Labour were 
in power to get medical attention, after 
he had been shot in the head by a 
fascist in Berlin. When he recovered, 
Dutschke applied to stay on in the 
country and write a thesis in Cam¬ 
bridge. He was given permission on 
the condition that he didn’t engage in 
political activity. When the Conserva¬ 
tives came to power, the new Home 
Secretary. Reginald Maudling, tried to 
get him* classified as an undesirable and 
a threat to security and issued him 
with a notice to leave the country. The 
previous Labour Government . had 
passed a statute, however, setting up a 
machinery of appeal against extradi¬ 
tion for the benefit of Commonwealth 
citizens and aliens. The appeals pro¬ 
cedure came into effect on the first day 
of this year and Dutschke appealed. 
7'he Home Secretary set up a tribunal 
to try the case in secret as the evi¬ 
dence, he said, was a matter of national 


security. The issue was doubly impor¬ 
tant as Maudling would have been 
acutely embarmssed if Dutschke had 
been allowed to stay and it may have 
led to the resignation of the Home 
Secretary if a court found that his 
judgment on a matter of security was 
unsound. The tribunal was appointed 
with an awareness of all this and they 
dutifully produced a report which 
found that though Dutschke hadn't 
actually done anything, his social life 
was one of meetings with people with 
Left-wing views. This, they said, was 
enough of a threat to national security 
and he would have to go. The liberals 
were outraged. The case showed that 
evidence had been collected in a sordid 
series of spying and phone-tappings, 
that tjme-servers and apparatchiks 
had followed Dutschke for months and 
recorded his comings and goings. 

The loss to England was not Dut¬ 
schke but the illusion of her innocence. 
Even so, the mischief can’t be undone 
and that’s a gooil thing. There is talk 
now of getting rid of the appeals ma¬ 
chinery. as after the Aliens Bill it may 
become an embarrassment to the Home 
Office. If it goes, in one sense the 
Tories win, but in the more significant 
sense, the victory is Dutschke’s: the 
affair vindicates in the eyes of the 
world his analysis of the functions, 
methods and purposes of Western de¬ 
mocracy and the ‘free world’. 


Cyclone Protection in East Pakistan 


THE International Development Asso¬ 
ciation (IDA) has approved a loan of 
S25 million to assist Pakistan in re¬ 
building the areas in East Pakistan 
devastated by the cyclone of Novem¬ 
ber 12 and 13 and in providing the 
population there with better protection 
against cyclones and floods. The 
credit will help to finance some key 
elements in the Pakistan Government’s 
$180 million reconstruction programme 
for the cyclone-affected coastal areas, 
along the seaface of the Ganges-Brah- 
maputra delta and the Chittagong 
coast to the east of the delta. The 
Government’s programme involves the 
restoration of water supply, farms, 
livestock, fishing and transport boats, 
houses, roads for internal communica¬ 
tion, embankments for flood control, 
better shelters, telecommunications and 
stoitp warning facilities. 

Violent storms and tidal waves are 
yearly occurences along the coast of 
East Paldstaii. The tropical cydoneg 
in the Bay of Bengal are particularly 
destructive of life and inroperty be¬ 


cause the low lying areas along the 
coast are densely populated. 

The IDA credit will finance civil 
works and equipment for the repair of 
the damage done by the cyclone, as 
well as for longer-term rehabilitation 
of the area and for improved protec¬ 
tion against cyclones and floods. The 
projects expected to be financed under 
the credit would be taken from the 
following major categories of the re¬ 
construction programme: deep wells, 
shallow wells and tanks for fresh 
water supply; reconstruction of coastal 
embankments; rural infrastructure, in¬ 
cluding rural roads, minor irrigation 
and drainage works, and rural develop¬ 
ment centres to serve as shelters during 
storms; rehabilitation of roads; fishing 
boats and equipment; water transport 
equipment and landing facilities; other 
reconstruction projects including tele¬ 
communications and an improved 
cyclone warning system. The credit 
also provide^ for technical assistance . 
necessary for the iir^ration and exe* 
cution of proiects in die programme. 
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ECONOMIC AND FOUTIGAL WEtSKLY 


VIENNA 

Soviet Balance-Sheet 


IF Biezhiiev and Kosygin needed to 
lace an electorate of a parliamentary 
democracy, they would certainly have 
much to crow about. Their achieve¬ 
ments in the six y< ars since the ouster 
of Khrushchev have been significant. 

The Soviet Communist Party Secre¬ 
tary and the Soviet Premier lead their 
country into the seventies after subs¬ 
tantial achievements in international 
arenas and limited but significant suc¬ 
cesses on the domestic economic 
front. 

The major failure is in the improv¬ 
ing of relations with Mao’s China, but 
here again they have started a dia¬ 
logue. The Russians publicly recognise 
that this dialogue witli Peking will be 
an arduous process. The exchange of 
ambassadois b<.itween Moscow and 
Peking, after a iour-year bieak, is to 
be attributed to China’s re-entry 
onto the world scene after the earlier 
retreat into isolation m the heyday of 
the cultural revolution. By itself, the 
Miiscow-Peking ambassador exchange 
does not signify a bieak thro ugli in the 
two countries’ bilateral relations. 

It IS in Huropi* that Brezhnev and 
Kosygin have had their substantial 
successes, thanks to the willingness of 
West German Chancellor, Willy Brandt, 
to unilaterally accommodate Soviet 
wishes. When the Soviet Party Con¬ 
gress meets on March 30, Biezhnev and 
Kosygin can pioudly tell their follo¬ 
wers of the progfLss o( their European 
programme. 

The European programme of the 
Soviet Union m the post-Khrushchev 
period was set out in what is known 
as the Bucharest declaration of July 
1966. Some major aspects of this pro¬ 
gramme have been fulfilled with the 
signing liy Willy Brandt of the trea¬ 
ties with the Soviet Union (August 
12) and with Poland (December 7). 

in these treaties, the aggiessor of the 
last War — embodied in the inheritor 
regime in Bonn — has recognised the 
supremacy of the Soviet will m terri¬ 
tories brought under Kremlin control 
consequent to the War. Bonn has re¬ 
cognised the existing frontiers in 
Europe, including the Oder-Niesse 
western borders of Poland fixed at the 
Potsdam conference of the Allies. 

Another aim, set out in the Bucha¬ 
rest declaration, referred to ways “to 
preclude the possibility of West Ger¬ 
many’s direct or indirect access to 


nuclear arms”. This aim has also been 
achieved as a result of joint Soviet- 
Anierican pressure on Brandt to sign 
the nuclear non-proliferation treaty. 

Some commentators may yet split 
hairs over the problems of ratification 
involved m the Moscow and Warsaw 
treaties. Whatever the legalities of 
latification, Brandt’s act of signing the 
two treaties is sufficient moial and 
political commitment to satisfy the 
Russians for the time being. It was 
only lale in the day that the Western 
allies of Bonn started to remark 
publicly On the need to stiffen their 
stance, in the absence of any recipro¬ 
cal concessions on Berlin from the 
communist countries. 

The next step, of course, is to per¬ 
suade Bonn to declare that the in¬ 
famous Munich Pact, which brought 
ihe Czechoslovaks under the Nazi heel, 
was invalid Irom the very beginning. 

The end of the year also saw a stif¬ 
fening of the Soviet stand on inter- 
German matters. Having achieved so 
much in talks with Brandt, the Russians 
could afford to sit back with uncon¬ 
cern for Brandt’s demands on Berlin. 
Brandt's Western allies have so far not 
given Brandt the right to negotiate on 
Berlin; that is still a big power matter. 

Brezhnev and Kosyg|in can also 
claim that the invasion of Czechoslo¬ 
vakia was an act in passing. The his¬ 
toric realities of Soviet possession of 
the Warsaw Pact countries are in fact 
accepted by the West, 

When Brezhnev and Kosygin took 
over the reins of affairs in the Krem¬ 
lin, Rumania was astir with great 
public clamour for independence. 
May be, Rumania has not yet been 
biought fully back into the fold of the 
faithful. But the new 20-year treaty 
of friendship and mutual assistance, 
signed in July, means that Rumania is 
still fenced in. 

The completion of the Aswan Dam 
a few days ago symbolises the en¬ 
trenched position of the Russians in 
Arab lands. 

On the home front, too, Brezhnev 
and Kosygin can point to some remark¬ 
able achievements. These two leaders 
never bragged about catching up with 
or overtaking the United States as 
Khrushchev did. Their aims are sober 
and realistic. The Kussians, however, 
have been able to bridge a consider¬ 
able part of the missile and deface 


gap. 

The preliminary reports on the P«r* 
formance of the Soviet economy in 
1970 (as given by Gosplan) indicate 
national income growth at the follow¬ 
ing rates in the five-year plan under 
Brezhnev and Kosygin: 8.1 per cent 
in 1966, 8.6 per cent in 1967, 7.5 per 
cent in 1968, 6.1 per cent in 1969, and 
7.6 per cent in 1970. The Soviet 
planners start with a sober prediction 
of around six per cent growth in 
national income this year, the first in 
the cuirent plan which has still to be 
fully worked out. Gosplan claims 
that national income increase in 1966- 
70 is 40 per cent over the figure for 
1965. This tallies with the plan target 
of 38 to 40 per cent. 

The gross industrial output reached • 
the 50 per cent rise originally fixed for 
the plan, but is below the revised 53 
per cent fixed late in 1967. The revi¬ 
sion was done in a year in which indus¬ 
trial output rose by 10 per cent. The 
average wage for all Soviet workers is 
estimated around 1,500 roubles a year, 
which works out to a little over 
Rs 1,000 per month at the current 
official rale of exchange. Actually, 
the average inciease in wages is 25 per 
cent over the 1965 figure, against a 
planned 20 per cent rise. 

This year, the Soviet Union will for 
the first time produce more than one 
million automobile vehicles in a year. 

During the 1966-70 five-year plan, 
the Soviet Union has gained a lead 
over the United States in the produc¬ 
tion of goods like coal, cement, bricks, 
machine-tools, tractors, washing machi¬ 
nes, cotton fabrics and footwear. 

The 1971-75 plan is still in the pro¬ 
cess of being prepared and there are 
repeated reports of differences among 
the various Politburo members on the 
new priorities. Reports of impending 
top-level changes are also a dime a 
dozen, but it is highly unlikely for the 
next party congress to be the forum 
for these changes. 

From the infighting of the Politburo, 
Khrushchev brought the process of 
leadership changes to the central com¬ 
mittee level. It is unimaginable that 
the process of choosing leaders Will be 
further “democratised” as to involve 
the party congress as a whole. 

Some of the overpowering local 
leaders in smaller communist coun-, 
tries — Tito in Yugoslavia and Cead- 
uescu in Rumania — have made 
party congresses the sovereign body tq 
choose the top boas^ But r . 
the process so far has been one, of : 
rubber stain|dng In^froup 
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WASHINGTON 

The Economic Pivot 


WILL President Richard Nixon be a 
>one-term President? Has he run out of 
political steam? What are his chances 
of gettuig re-elected? The soothsayers 
are slowly getting into action. The 
New York Times some time ago sug¬ 
gested that the Republican Party might 
ditch the incumbent President and 
choose Governor Nelson Rockefeller as 
the candidate for 1972. This might 
sound far-fetched, but it is very unlike 
the paper to hint at such an eventuali¬ 
ty witliout sufficient reason. The stoiy 
is intriguing, and was evidently inspir¬ 
ed. It is not common practue for a 
. party to show' its leader in the While 
House its disp]ea,surc, by voting him 
out. At least, it has not happetied yet 
in tins century'. But the rumblings in 
the air are real; and Nixon has been 
—^showing that he is vulnerable. 

CoNSUMMA'ITS POI,IlICIAN 

In a year-end summing up uf the 
political situation, Lawrence F’ O'Brjcn, 
Democratic National Chainnan made 
an interesting, il inevitably' partisan, 
point. TJie big p<jlitical story of 1970, 
he remaiked, that Richard Nixon 

— whom all the pundits had called the 
consummate politician — “was proven 
exceedingly vulnerable". And ho added: 
“I am now convinced that the Demo¬ 
cratic Party has a tremendous oppoitu- 
nity to regain the White House in 
1972. If Richard Nixon is given a 
second term, it will be through the 
failure of the Democratic Party 
hut not through any success of the 
Nixon Administration." This may sound 
like the first shot in the electioneering 
battle for the presidency, but tliere is 
a good deal of truth in what O’Biien 
has to say. 

The 1070 Congressional elections 
were an eye-opener. The Republicans 
were pressing very hard and the De¬ 
mocrats were very much on the defen¬ 
sive. For quite some time it seemed as 
if there may be a landslide vote in fa¬ 
vour of the Republicans. Speaking for 
the Adminishation, Vice-President Ag- 
new was making it appear that the De¬ 
mocrats were responsible for all the 
evfis in the country, whether it be drug 
aintse, campus violence, or race riots, 
fi^t 45 the dection results came trick¬ 
ling in, it was n^ar that ^ voter# ^re 
fK^ to be by rhetoric*. Demo-^ 

g tio jnmdng «tA^ In 


When Nixon came to office, the big¬ 
gest hurdle in his way was the war in 
Viehiam. The country had grown to 
hate it; the campuses were in revolt. 
The economy was sliding into an un- 
contri^llable inflation. The nation was 
sick. Race riots were rampant. The 
problems were fucllexl by unjust draft 
rules, continuing racial segregatimi, de¬ 
terioration in mban financing, and over¬ 
loaded courts. Nixon began by an¬ 
nouncing troop 'withdrawals from 
South Vietnam; he followed this up by 
sacking the Draft Director and making 
the draft rules more equitable; lie ap- 
liointed a new peace negotiator m 
Paris. His remedy for the runaway in¬ 
flation was the classical one: turn oft 
the tap of Federal spending, raise in¬ 
terest rates, make money' hard to come 
by. Ho hoped, theieby, at l(?ast to 
calm do\Mi the inflation. But, througli- 
out 1970, consumer prices kept rising 
and a 1957 dollar was worth only 65 
cents at tlie end of 1970. Output, at 
the same time, kept falling; factories 
began to close down doors and, simnl- 
taneously, the rate of uuiinplovment 
lose By December 1970, national un- 
(aiiploymeiit was six per cent — the 
highest level in nine \eais. in souv' 
Stattis, like Washington and Oregon in 
tile northwest and Connecticut in north¬ 
east, the unemployment rate was as 
high as 12 per cent, comparable to that 
of the immediate dej^ression years of 
the 1930s- Thousands were literally 
thiown into the streets. 

Wall Street has been bearing the 
brunt of this riuietly. Seventy-three 
niemticr finns of the New York Stock 
Exchange disappeared in 1970 alone, 
u’ith an estimated 16,500 losing their 
jobs. In key areas which have a con¬ 
centration of scientific, engineering and 
technological talent, PhD*s can be had 
as servicemen at gas stations. This is 
a frighteaiing prospect. 

Nixon is iK)w making a belated at¬ 
tempt to shore up his strength in a va¬ 
riety of ways, inclutling by such poli¬ 
tical gimmickry as appointing a con¬ 
servative Democrat from Texas as his 
Secretary of Treasury. Critics say that, 
while this may temporarily save his po¬ 
litical fortune, it is unlikely to impait 
health to the economy. 

True, © 4 rly this year, Nixon told a 
nation-wide television andie^ that he 
tn an nxponstoowy fiml 


and monetary policy. Monetary policy 
has indeed already been eased; but as 
The New York Times said, “it is far 
from clear that the F'ederal Reserve 
will increase the money supply fast 
enough to arrest growing joblessness". 
There have been other parallel efforts, 
too. Interest rates continue downwards 
as commercial banks cut their prime 
lending rate from 6.75 per cent to 6.5 
per cent with Federal Reserve follow¬ 
ing suit with a cut in the discount rate 
from 5.5 to 5.25 per cent. But the 
downward drift of interest rates appears 
to be more the result of weak loan 
demand than of monetary stimulus. The 
hope nev<‘rtheless is that, after a >'ear 
of recession, the economy in 1971 will 
pick up sufficiently to show a modest 
recovery. 

Reactivate the Infi.atio>j 

But what chances are there of the 
recovery being sufficiently powerful to 
face the twin prol^Ienis of inflation and 
unemployment? If prices continue to 
rise, how will they affect the prospec¬ 
tive voter? Which of the two alterna¬ 
tives is politically acceptable: rising 

pri(X‘> and falling unemployment, or 
falling pric'cs and rising unemployment? 
The Administration’s nagging fear was 
ably presented by the Economic Coun¬ 
cil’s chairman Paul W McCracken, who 
favoiiis a new policN' to stimulate eco¬ 
nomic grow th, in a speech just after the 
elections. He said: “One .source of re¬ 
luctance to move the economy forward 
more rapidly is fear that it would re¬ 
activate the inflation that has already 
caused such great social and economic 
problems". 

GNP is cwpected to advance by over 
6.5 to 7.0 per cent in 1971 of which 
4 per cent would be inflatiou and 2.5 
to 3.0 )^cr cent real growth. This 
would compare with a 4.8 per cent 
gain in 1970, of which inflation account¬ 
ed for 5.1 per cent — real growth thus 
being —0.3 per cent. But there are 
many who believe with equal as.surancc 
that 1971 will not be any great impro- 
viMiient oviT' the yeai gone by and that 
Ni.xon will be faced with massive eco¬ 
nomic' and social iiniest in 1972, the 
eh'ction vear. It is this that makes itco- 
ple think that perhaps Nixon may, after 
all, be a one-term president. 

Yet Nixon is a consummate politician 
as his appointment of John Cormally to 
the Treasury' Secretaryship has shown. 
He has iTeen working ceaselessly to 
make Vietnamisation of the South-East 
Asian war a success and vast amounts 
have been poured in to enable Anaeri- 

227 



Annual Number January 1971 


ECCMiM^C AND ^OLtinCAL WESKLY 


can combat soldiers to be withdrawn 
from the arena of fighting. His troop 
withdrawal plan has been shrewd; 
without saying it in so many words, 
Nixon has been keeping US soldiers 
aw'ay from actual combat; casualty fi- 
gures have been steadily — and de¬ 
monstrably — climbing down and the 
Administration can now truly boast that, 
in any recent week, more Americans 
have died in car accidents in the United 
States than in fighting in Vietnam. 
Nixon's carefully laid out plans could, 
of course, be upset by a major North 
Vietnam thnist either into the south or 
into Cambodia or by a major defeat of 
the South Vietnam forces, Hanoi’s plan.s 
are not known and the NortVi VietnuiTi- 
ese negotiators are holding their canls 
close. 

SoUTIlEHN StRAITIGY KmlED 

But the biggest blow to Nixon may 
come from the South which lielped liiin 
to victory in 1968. His so-called south¬ 
ern strategy, to all intent and piiri^ose, 
has failed. He tried to pay his politi¬ 
cal debt by seeking to appoint a south¬ 
erner to the Supreme Court. Twice he 
tried — and twice he failed. He tried 
to capitalise on his brave attempts 
nevertheless by apix-aling to the South 
to vote Republican in the 1970 Con¬ 
gressional elections, hut the South, to 
his surprise, \\’ent Democratic by a 
margin that must have come as a 
shock to the President. In the West, 
too, his popularity is slipping. Hum¬ 
phrey gave a good showing in Min¬ 
nesota, winning by a larger margin 
than in the past and getting a Demo¬ 
cratic Governor, too, in the bargain. 
With both the South and the Wert 
showing clear signs of defection from 
the Reimblican camp, Nixon's chances 
of being re-elected are in peril. 

The Democrats, however, have re¬ 
covered from their 1968 debacle and 
are united as never before in the past 
two years. The Johnson era had 
brought the Democrats dangerously to 
the brink of party ruin. With Hum¬ 
phrey unable or unwilling to break 
away from the Johnson strategy, his 
defeat was almost inevitable. But des¬ 
pite intra-party quarrels, Humphrey 
made a good showing and he lost by 
a hair's breadth. With a re-united De¬ 
mocratic party, and a Republican Ad¬ 
ministration unable to contain inflation 
and unemployment or assuredly to 
wind down the war, Nixon has to look 
out. Muskie, the current front-runner 
among Democrats, has made the usual 
tour of strategic world capitals that 


every presidential hopeful makes, and 
has been getting a good Press. Like 
a man well briefed, he has been say¬ 
ing all the right things; he looks and 
sounds like a statesman capable of 
binding .America’s social, economic and 
political wounds; and he has the ideal 
father figure. For the Democrats ho 
IS a god-send. In the first place, his 
name and face are familiar to millions 
of Auiericans. He does not rouse dis¬ 
trust — as Nixon did among millions 
during his long and turbulent career. 
And he will probably be chosen un¬ 
animously after some token opposi¬ 


tion : Senator Humphrey has already 
counted himself out of the race except 
in an emergency; Edward Kennedy,, 
once believed to be a hot contender 
is out, too, if wc take him at his 
word; and the only challenge shaping 
up is from Senator McGovern. But 
McGovern may be seeking his party's 
presidential nomination, not so much 
in the hope of really getting, it, as of 
staking his claim for the vice-presi¬ 
dential paitnership. A Muskie-McGoV' 
f‘m team is geographically ideal, tem¬ 
peramentally workable. Many believe 
it could even win. 
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Yes. You require only 25 paise to open a Pigmy Deposit Account with Syndicate 
Bank. Savings worth crores of rupees of small meo^-dally wage earners, potters, 
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Voting in India 

Competitive Politics and Electoral Change 

INTRODUCTION 
Rajni Kotharl 


JN the papers that follow, iiicm- 
bers of the staif of the Centre for the 
Study of Developing Societies present 
an analysis of voting trends and elec¬ 
toral behaviour in India based on data 
from the studies conducted by the 
Centre during the last five years. Our 
purpose IS to describe and analyse 
both general and specific aspects of 
electoral development in India, start¬ 
ing with the T-IOT general election. 
Together the^e papers seek to deli¬ 
neate and understand c^erlain basic 
parameters of voting behaviour and 
their. implications tor the evolving 
party system in India as well as for 
the processes of citizenship juid jxiliti- 
■“^cal participation which infonn the 
party .system, A proper grasp of these 
parameters, wc hop<*, will provide a 
perspective on the next major electo- 
ral event for the country — the forth¬ 
coming Parliamentary election of 1071. 

Ill some ways the 1971 election is 
going to be morn ciucial for the future 
of the party systevn than the 1967 
election which ushered in a period ot 
fiiiidity in the country’s political struc¬ 
ture. This is so for a uumlier of rea¬ 
sons, apart from the more cibvious and 
important problem of governmental 
stability at the centre. The fiist of 
these is a shift from politics of mani¬ 
pulation of the voters by party orga¬ 
nisational machines to a type of poli¬ 
ties in which the direct appeal of par¬ 
ties and political personalities, the 
election campaign, and the issues at 
stake will play a major role. The deve¬ 
lopments ushered in by the 1967 elec¬ 
tion and the 1969 nhd-temi election, 
the split in the Congress party which 
was essentially an outcome of a strug¬ 
gle for power but wliich also forced 
contending groups to sharpen idtn^Io- 
gical differences, and the realignments 
that have gone on since have all influ¬ 
enced this shift m the nature of our 
electoral politics. Secondly, the Indian 
party system itself will face its major 
test In these elections: either the do¬ 
minant party (which has asked for a 
""mandate" fof a stable central govern¬ 
ment) re-establishes its dominance or 
we enter a period which will bring an 
end to the system of '^competithre do¬ 
minance" thnmgh which Indian poli¬ 
tics has found both its stability and 


its (lyuainisiri. Thirdly, in all thi.s the 
voter has started inlaying a relatively 
direct and independent role — not just 
being "‘mobilised” by party organisa¬ 
tional elites and “vote hanks” but ex¬ 
ercising his own judgment in the con¬ 
test between rival positions and issues, 
making his own paitisan ctimmitments 
and allegiances (in respf'ct of different 
parties) effective in the votes that dif¬ 
ferent parties mobilise, anti making 
these commitments a basis for .stable 
orientations to the political system, 
'rhis new phase in electoral articula¬ 
tion in which firm party Identifications, 
issue positions of different strata of the 
population and evaluations of govern¬ 
ment performance by different voter 
groups have started playing an increas¬ 
ing role is likely to express itself in 
the loithcoming elections. 

It is towards precisely these para¬ 
meters that we have directed our ana¬ 
lysis. The work of the Centre lor De¬ 
veloping Societies in the field of vot¬ 
ing beliaviour has been conceived in 
toims of the relationship between elec- 
loial paiticipation, party sy.stem and 
political development. This involves 
threij major parameters: (a) ixilitical 
involvc^iniMit of the electorate or of 
those: strata of it which are politically 
relevant; (b) partisan orientations in 
the electorate in lespeet of identifica¬ 
tion with and support for different par- 
ti<*s; and (c) the relationship of such 
paitisan orientations to the social and 
dcanographic structure of the country. 
It is through development along these 
three paiametcrs that the party system 
develops its differentiation as well as 
its central character. And it is this 
character of the party system that both 
influences tlio stability or fluidity of 
legislative and govcmanental func'tioning 
and the development of wider secular 
identifications in the electorate. In 
turn, electoiul outcTimes substantially 
influence patterns of contihuity and 
change in the party syscem. 

The 1967 elections underlined cer¬ 
tain iJatterns of a)ntiTniity and change. 
The first paper in the series, written 
by me, examines the extent of this 
change, Its distribution in various 
socio-economic and demographic groups, 
its relationship to citizens’ states of 
satisfaction and alienation, patterns of 


continuing commitments ami identifi¬ 
cations that accounted for containing 
the change, and the patterns that are 
likely to emerge in the future on ^he 
ba.sis of both continuing commitments 
and changing identifications that were 
revealed in oiir study. After such an 
analysis of the specifics of the 1967 
change, the next two papers deal with 
more long-term trends in electoral de¬ 
velopment, The i)apcr by Bashiruddin 
Ahmed is an attempt to iirovide a 
“political stratification” of the Indian 
population m teiins of certain variables 
ol jxililieal development. We have 
some notion of the social .stratification 
of the Indian people, altfiough even 
here not much rigorous work has been 
done at the rruicro level. Here, for 
the fiist time, we have a typology of 
the Indian people in terms of a politi¬ 
cal stratification. The paper of D L 
Sheth that follows deals with the as¬ 
pect of political development that is 
directly relevant to party system de- 
v(dopnmit, namely the giowth and in¬ 
tensity of partisan orientations in tlie 
electorate — those who identify with 
a political party and supjxirt it in a 
reasonably consistent manner. The 
next paper, also by D L Sheth, ana¬ 
lyses the same phenomenon but this 
tune in respect of suppoit for indivi¬ 
dual jxilitical parties, and with particu¬ 
lar attention to tlie kinds of people 
that constitute the support base of 
these paities (i e, by reference to so- 
cio-econoiuie, demographic and edu¬ 
cational differentiations). What emer¬ 
ges is a scries of profiles of India’s po¬ 
litical parties as well as a general pro¬ 
file of the social stiucture of inter- 
paity competition as revealed in the 
1967 elections, and the relevance of 
such profiles for the emerging party 
system in India. 

Thc.se four t)apcrs are liased on oui 
study of the 1967 elections which was 
the first national sample survey of vot¬ 
ing behaviour done in India. The 
study was conducted immediately af¬ 
ter the Fourtli General Elections. A 
multi-stage random sample was used in 
the survey covering all parts of the 
country except the Union Territories 
and the States of Assam and Jammu 
and Kashmir, At the first stage 471 
Parliamentary constituencies were clas- 
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si f led on ti basis ot an eleven-fold 
typology of party competition.* Alto¬ 
gether 47 Parliamentary ci^nstitiiencies 
were picked from the different catego¬ 
ries. At the next stage 2 Assembly 
constituencies were selected randoinJ> 
from each Parliami'ntary constituency 
obtaining 94 Assembly cxmstituencies 
spread over 14 States, Within each 
Asswnbly constituency two polling sta¬ 
tions were selected as piiinaiy sain- 
iding rinits. The respondents were 
then s<'lcctcd from tfu* ch'ctoral lists 
using random numhei tables, "fhe to¬ 
tal miinber of names selected wtac 
2,0^32, Because; ol costs and the ])io- 
bleiiis of iiiteiviewing women, om 

sample was pnmaiily a male samph*. 
We did select, hovvevei, a sub-sample 
ot females in 28 of oiir 188 polling 
stations foi cmitiol purposes. Witfi a 
completion late of 88 per cent we were 
left with J,^)71 male and 350 ft'inale 
intei-views. The data leported in this 
series of papeis, however, are based cn- 
tiie]> on the male sample.- 

The analysis of the fiist loin pai^'is 
is carried out in “iiational ' tenns, with¬ 
out referenee to State differences. The 
filth paper, by Hainashray Roy, is 
based on our study of the 1969 inid- 
tciin elections in Bihai, Punjab, Uttar 
Piadesh and West Bengal and is fo¬ 
cused on divergent patterns of con¬ 
text and iH^havionr in the foui States. 
As these States continue to leinain po¬ 
litically unstablt* and illustrate the pro¬ 
blems of some other States loo, a spe¬ 
cial attempt is made in this paper to 
1 elate voting trends and citi/.cn attj- 
tud(‘s as icvcalcil in the study to the 
specific socio-cc^nioniic context in 
<;ach Slate. The sample for tfic study 
was drawn on the basis of probabilih 
pioportiona] to size. All the distiitts 
in each ot the four States were grouped 
into sits on the basis ot poiiulation 
size so that (fislricts with various po¬ 
pulation sizes had <*qnal probability ot 
()eing inehuled in a ])aititular set. One 
sucli s<‘t was jiicked in each State, 
giving us 5 distiicts in UP, 3 districN 
each in Bihar and West Bengal, and 2 
districts in Punjab. I^om each ol 
those distiicts Assx'inljly constituencies 
and jiolliiig stations within Assembly 
constituencies were randomly picked 
and the saini)le of the <‘lectorate- ran¬ 
domly selected from the polling sta¬ 
tions, at each stage following the piin- 
ciple of probability proportional to 
size. The completion rate was 78 per 
cent, the completed interviews being 
428 in UP, 340 in Bihar, 292 in Pun¬ 
jab ami 249 in West Bengal^ giving u.s 
a total of 1,309, spread over 13 dis- 
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tricts, 24 Assembly constituencies and 
48 jH>lling stations. 

Apart from tin’s series of five papers, 
two other papeis by incnibcrs of the 
Centre's staff aic also published in this 
issue.* They supplement the general 
analysis ot the scries. The paper by 
V B Singh deals w'ith the fluctuating 
foitunes of the Jan Sangh in UP — 
a problem that is of some le- 
Icvance in the coming election. 
The other paper, by N K Nijhawan, 
takes up one dimension of social 
change — occupational mobility — 
and i‘xainines its relationship w'ith in- 
dic.itois of political dcveloi^ment, 

1 would like to niention here oin 
gratitude to the Indian Council of So¬ 
cial Science Hese.irch for financial sup¬ 
port to tilt' Cciilie for undertaking the 
stiid> of llie inid-teirn elections of 
1969 tis w'C'll as for a s[)ecial grant to 
meet the cost of computer analysis ot 
data lioni the 1967 ch'ction study. The 
authors ot tfie “X'uting in India” seri<*s 
arc also thanktul to N K Nijhawan toi 
his contmiioiis uid painstaking assist¬ 
ance in th(' data analysis for the vaii- 
oiis papeis, V B Singh for assistance 
in computer analysis, Shankar Bose for 
statistical assistanci', and O F Garkhcl, 
M K Riyal, Bhuwan Chandra and M 
Rajan toi gallantly struggling through 


the various drafts of the manuscript. 

[•A third paper, ‘Thictualing Voter 
Loyalties; A Study of Budhlada As- 
semfily Constituency in the 1969 Elec¬ 
tion” by R Chaiididas had to be re- 
gi(4tably left out on account of print¬ 
ing difficulties. It will, how'ever, ap¬ 
pear in an early weekly issue. 

Ed.] 

Notes 

1 'fhe dimensions csinployed iu the 
typology were geared to the kind 
of Opposition to the Congress 
paitv: (1) “national-locar, i e, 

whether the ip«irties opposing the 
Congress in the constituency were 
local, regional or national in their 
scale of operations; (2) “left-right”, 
i e, their position on a left-right 
continuum of ideological disposi¬ 
tions; (3) “ideological distance”; i e, 
the. distauct' of tlicsc piuties from 
Congress (which was considered 
as a party ol the “centre”) in 
teims of (heir ideological extre¬ 
mism or moderation; and (4) “co¬ 
hesive t’v fragmented", i e, whethw 
there was one or more than one 
party of the same persuasion op¬ 
posing the Congress in the consti¬ 
tuency. 

2 Wt‘ have carried out a number of 
validation tests (in j;e.si)ect of Uith 
ileiiiographic and political cati'go- 
rics) and are glad to report that, 
despiti; the elaborate sampling ty¬ 
pology, the sample is fairly repre¬ 
sentative of India* as a wnolc. 


ADB's First Loan for Education 


THK Asian iJev^elopment Bank has 
appuwed a loan of US $3 million to 
the ReiJublic of Singaiiore for the ex- 
liaiision of the Ngee Ann Technical 
College. This is the Bank's first loan in 
the field of education. To ])e diawri 
from the Bank’s Siiccial Kiinds lesoiir- 
ccs, the loan will carry an intcn;st 
rate ut 3 per cent per annum and w'ill 
be n'payablc in 25 vears including a 
lO-vear grace period. 

The 'reefmical College was found- 
rd in 1963 as a private educational 
institution. Incorporated in 1967 as a 
imblic educational institutkm, it is one 
of the two technical colleges in Singa¬ 
pore offering three-year diploma en- 
ginrering courses. 

The five-year expansion programme 
calls lor improvement and expansion 
of the college’.s facilities to serve a 
student body of about 3,000. At pre¬ 
sent the college has an enrolment of 
900 students. By the end of the project 
period, i c. in 1975, the college is cx- 
pecteti to produce aliout 400 teclmi- 
cians compared with about 50 in 1971. 

Several new courses will be gradual* 
ly introduced under the project as de¬ 


mand justifies and facilitii^s permit. 
New courses which are contemplated 
include Welding Technology, Ckrntrol 
SysR'm, Electrical Engineering, Tele¬ 
communication, Accounting, Company 
Secretaryship ;md Executive Secretary¬ 
ship. 

Proceeals from the ADB loan will 
finance the foreign exchange costs of 
procuring new f'<|Liipment, construc¬ 
tion of new buikfings and provision of 
exiHTt serviceb and fellowships. The 
total cost of the. project is estimated at 
US $ 3.6 million. The new equipment 
will be used for upgrading and expand¬ 
ing the facilities of all three deiMut- 
nu;nts of the college — the mechani¬ 
cal engineering department, the elec¬ 
trical and electronic engineering de¬ 
partment and the commerce 
in(*nt. Equipment to be provided im- 
der tht; loan will include a digital 
cojupliter, language laboratory instru¬ 
ments and audio-visual e^ipnient as 
well as mechanical and electrical 
workshop, and laboratory equipment. 

Expert services will be obtain^ to 
introdueje new courses ^d strengths 
existing ones. 


m 
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The Political Change of 1967 

Rajni Kothari 


This paper deals with the most interesting political question thrown up by the 1967 elections: the 
change that the elections registered in respect of electoral behaviour which led to a decline of Congress 
preponderance in the country. An attempt is made to describe this in terms of patterns of regularity 
and change and the factors responsible for these patterns. 

The analysis in this paper suggests that the country has entered a more active phase of politics, 
that the voters are becoming aware of problems of policy and performance and that the appeals that 
parties make must increasingly be based on concrete items of social and economic change and less and less 
on either vague manifestoes or reliance on local party organisations and *vote banks* to deliver the votes 
no matter what the party appeal is. 

There are two dimensions of the emerging electoral behaviour in India, one political, the other 
socio-economic. The first is the development of firm party commitments in the electorate. This is what 
will give hidian politics its stability and predictability. The other is the dimension of comment on and 
criticism of the riding party's performance, discontent with the present and expectations of the future, 
and judgments regarding a particular partr/s ability to produce results. 

Whereas the first may be called the dimension of allegiance, the second may be called the dimen- 
^ sion of deliberations. As one influences the other in successive elections, and as particular segments and 
attitudes get stabilised around this or that party, a still clearer profile of the Indian electorate will 
emerge with less unpredictability than is the case at present. 

• While the general findings of this paper, on the nature of the political change that 1967 brought 
about, show large shifts in electoral orientations and awareness, they also reveal considerable stability, 

_ loyalty and contimnty in the system. 


IN this s«i ies of papers we shall deal 
with many of the same questions that 
voting behaviour studies -elsewhere have 
been concerned with. But in a more 
specific and immediate sense, we shall 
he conc'orned with the meaning and 
significance of tlie 1967 elections for 
India's political clcvidopment. Insofar 
as the Fourth General Elections upset 
the political landscape by drastically re¬ 
ducing the dominance of the Congress 
party in Parliament and bringing to an 
end that dominance in a number of 
States where; other parties and coalitions 
were propelled to power, the import¬ 
ance of the elections is obvious. How¬ 
ever, the precise implications of the 
1967 change, for the future of Indian 
politics or for the future t)f the Indian 
party system, remain uncertain. It is 
to the exploration of this terrain that 
the present series is addressed. 

We shall ficst^ in thj.s paper, deal 
with the more interesting political ques¬ 
tion thrown up by the 1967 elections; 
the change that the elections registered 
in resi)ect of electoral behaviour which 
led to a decline of Congress prepemde- 
rance in the country. We shall describe 
this in terms of patterns of regularity 
and change which our .study shows, 
and the factors responsible for them. 
In subsequent papers, wo explore more 
basic transformations at work and the 
more enduring patterns that emerge in 
respect of the country's political deve¬ 
lopment: the^. political stratification of 
the electorate, its politicisation as mea¬ 
sured by orliuaUticms and tdng- 

rango commitments and the eniei^ing 


support stnicture of different parties. 
Through all this, we hope to present an 
empirical picture of our electorate with 
its constants and its variables. Toge¬ 
ther with earlier analyses of our data,^ 
this can provide a reasonable bench¬ 
mark from which to view the political 
ilevelopments since 1967 and lioxwfully 
also undertake predictive exercises in 
regard to the future. In terms of theo¬ 
retical interest, we propose to probe 
further into the nature, functions and 
perfonnanee of the Indian party sys¬ 
tem* and, by calling attention to cer¬ 
tain universal elements in political de¬ 
velopment that are associated with 
party system ch^velopment, we hope to 
contribute modestly to the theoiy of 
political development. 

I 

An Uncertain Verdict 

The results ot the 1967 elections 
were received with a sense of some dra¬ 
matic change: with cousideiahle dis¬ 
may in the Congress ranks and 
excitement in the ranks of the Opposi¬ 
tion. The electorate was seen to have 
brought to an end thc' eia of Congress 
dominance. A number of non-Congress 
governments came to power in the Sta¬ 
tes and the margin of preponderance of 
the Congress party in the Parliament 
itself was reduced by more than 80 
seats. Key Congress leaders including 
the party President Kamarzq, and seve¬ 
ral regional bosses like S K Patil and 
Atufya Ghosh, and outstanding Central 
ministers like C Subraraanjam were de¬ 


feated. The overall consequence of this 
"debacle” was felt in a series of upsets 
in the States, a great deal of govern¬ 
mental instability, a much more vocal 
and assertive Parliament, and a pro¬ 
tracted struggle for leadership in the 
Congress party itself starting with the 
choice of part>^ leader and Prime Min¬ 
ister in 1967 and ending in the split of 
the party in 1969. The pre-existing 
consensus had been shaken, and the 
country had entered a more controver¬ 
sial and fluid stage in respect of both 
leadership cohesimi and policy orienta¬ 
tions. 

In many respects, thus, the 1967 elec¬ 
tions signalled a new phase in the de¬ 
velopment of the Indian polity. There 
is reason to behVv<‘ that, precisely be¬ 
cause of the kiiul of change heralded 
hy the elections a series of other chan¬ 
ges have been underway'. On the other 
hand, many of the analyses an(l pmg- 
nosliiations that ffdlowed the election.s 
were based on rather partial evidence, 
essentially on legislative positions of 
different parties and the new stance 
that the Opposition acquired as a result 
of this. Evidence of a more enduring 
kind, such as the actual shift in voters' 
preferences or the translation of thi.s 
shift in more basic changes in electoral 
alignments was not subjected to proper 
scrutiny. 

Admittedly, the fact that the Con- 
gicss vote in the country had dropped 
hy barely 3 per cent (as against an 
average decline of almost 20 per cent 
in legislative strength) was noted, as 
also the fact that the gains from this 



Annual Number January 1871 


ECONOMIC AND tOUtlCAL WBiSIXY 



DODBE / FnRGO 

• 120 H.P. Diesel Engine for power and economy 

• Rockwell-Standard front ar>d rear Axles for 
strength and reliability 

• 4191 mm wheel base Sturdy^ Chassis 

• 0 V W11793 Kgs for profitable payload 

THE PREMIER AUTOMOBILES LTD. Bomlwy 70 Nsbt OsM, Nsgpur, Matfrts. AhmsdsbsS. Csteum 



232 





















fiCX>Nb]^G ANt> ikfLrmiA^ Number $9X^ 01 


decUne were widely dispersed across 
many parties. But the true composi¬ 
tion of this shift, the reasons for it» and 
the actual patterns of stability and change 
in party loyalties at the level of the 
electorate were not adequately perceiv¬ 
ed. The data collected by the Centre 
for the Study of Developing Societies, 
based on a national sample survey, for 
the first time enable us to perceive these 
deeper ramifications of the 1067 elec¬ 
tions — for the electorate, the political 
parties, the national and State govern¬ 
ments, and the country's approach to 
policy issues. 

What was the nature of electoral 
change that took place in 1967? The 
main thrust of this change was a de¬ 
cline in the Congress party's hitherto 
predominant‘Position, though we know 
that the decline was by no means ca¬ 
tastrophic. What kind of voters left the 
Congress party and what kinds were re¬ 
tained by the Congress (or even drawn 
from other parties) despite the general 
climate against it? Contrariwise, what 
kinds of voters retained their loyalty to 
opposition parties, or were drawn to¬ 
wards them for the first time, and what 
kinds did they fail to attract? What 
were the infiuences and considerations 
weighing with the voters in making 
these choices? What factors account for 
th<‘ still remarkable contimiity in Con¬ 
gress support? Why did some '^switch”, 
and what was the extent and direction 
of the switch? Did policy issues play a 
role in all this, were the switchers more 
dissatisfied with the record of Congress 
government, were they vocal in their 
criticisms of the Congress, did they con¬ 
sider the Congress as a party of stagna¬ 
tion rather than of change? To the ex¬ 
tent that such opinions were expressed, 
did they influence voting behaviour? To 
the extent that they did not lead to 
such change, what accounted for the 
persistence of loyalty to the Congress 
party? Finally, in what way do we 
get a lead from answers to these ques¬ 
tions as regards future electoral l>eha- 
viour and future patterns of continuity 
and defection? What can the Congress 
party learn from this analysis in direct¬ 
ing its campaign in the 1971 Parlia¬ 
mentary and the 1972 State Assembly 
elections? What can the opposition par¬ 
ties learn? 

We do not expect to answer all these 
questions in detail, given both the short¬ 
age of space and the limitations of our 
data. But wc shall make an attempt. 
We may point out two other limita¬ 
tions of this series: first, a great deal 
of data (especially data deeding with 
subder psychological pteiixpo^tkm) in 


not presented here; acid secondly, 
we leave out die State-wise distribu¬ 
tion of our responses and present only 
the national picture. We do not think 
that these are serious limitations in ar¬ 
riving at a general understanding of the 
trends at work; for, despite these limi¬ 
tations we do hope to provide a number 
of clues to the changing political be¬ 
haviour of the Indian electorate. But it 
is Iwiltcr to state the limitations all the 
same. 

ANn-CoNCIlKSSISM 

The general picture of change, be¬ 
tween 1962 and 1967, that emerged 
from our study may first be presented. 
A popular interpretation of the 1967 
results was that it was the ability of 
opposition parties to enter into electo¬ 
ral alliances, halt the fragmentation of 
non-Congress vote, and mount a cli¬ 
mate of “anti-Omgressisrn" tliat ac¬ 
counted for the dramatic decline in 
Congress fortunes. (The same assump¬ 
tion operates in the desire of opposi¬ 
tion parties to close their ranks and con¬ 
centrate their attack on Indira Gandhi's 
party in 1971.) 

Our data do not support this inter¬ 
pretation. It does not show that, if 
the Congress is laced by a united op¬ 
position (“straight contests") it fares any 
wcirse than when it is faced by a frag¬ 
mented opposition (“multiple contests”). 
If anything, the facts point in the other 
direction. Whereas, for the whole sam¬ 
ple, 27 per cent of 1962 Congress sup¬ 
porters defected to opposition parti«\s, 
only 20 per cent defected in straight 
contests. Again, whereas for the whole 
sample 24 peir cent of non-Congress 
supporters of 1962 defected to (x)n- 
gress in in straight fights the de¬ 

fection to CiOngress was as high as 37 
per cent. Only in legard to new voti'is 
in 1967, the Congress fairs worse (30 
per cent) than the Opposition (44 per 
cent) in straight contests. But this is 
because of the general voting trend 
of new voters against the Congress. 

Actually it is the behaviour of such 
othtT mediating factors that determine 
the voting pattem, not just the nature 
of party alignments. However, if the 
latter alone is to bt* taken, the Congress 
sctnis to have fared !>etter in straight 
contests than in multiple contests,'* Also, 
a correlational analysis of the 19(i7 
Congress vote for Parliament with the 
miinbcr of candidates, based on aggre¬ 
gate data of the Election Commission, 
gives a product-moment cotrelatioii of 
—0.43, jxnnting to a doeJiue in (>)n- 
gresii vote as the- numb^ of candidates 
increases.* There Is, thus, reason to be- 


Tabijs 1; SHlF-r in Votinc fbom 
1062 JO 1967 



Per Cent 
of the 
Total 

A Congress: 


I 

Voted for Congress party 
in both 1962 and 1967 



(Congress regulars) 

26.9 

11 

Voted for Congress party 
in 1962 but defected to 
opposition in 1967 (Con- 



gress defectors) 

12.8 

III 

Voted for Congress party 
in 1962 hut did not cast 
the vote in 1967 (Con- 



gross dropouts) 

4.3 

IV 

New voters in 1967 vot¬ 
ing for Congress party 



(New Congress voters) 

10.2 

B Opposition: 


I 

Voted for Opposition in 
])oth 1962 and 1967 



(Opposition regulars) 

9.3 

11 

Voted for Opposition in 
1962 but defected to 
Congress in 1967 (Oppo- 

2.5 


.sition defectors) 

HI 

Voted for Opposition in 
1962 but did not cast the 
vote in 1967 (Opposition 



dropouts) 

1.0 

IV 

New voters in 1967 vot¬ 
ing for Opposition (new 



Opposition voters) 

12.2 

C Consistent non-voters, DK,NA 

20.8 


lieve that Congress party votes get as 
much split in multiple contests as do 
the non-Congress votes — perhaps 
more so. 

And yet, there is no doubt that “anti- 
Congressism" \^as a major dimension of 
the 1967 results. VW would like to make 
a disHnction here between the structufB 
of an electoral contest and its content. 
rhe fonnri ]flat<‘S to the pattern of 
allianc<*.s and the resulting “polarisa¬ 
tion" hilwcen Congress and non-Con- 
gress, or the lack of such a polarisa¬ 
tion. The assumption that a situation of 
polaiisation works against the Congress 
is not home out by empirical evidence.® 
The latter, on th(' other liaud, relates to 
tlie ability of the opposition parties 
(whether from one platfoim or from a 
variety of platforms) to mobili.se "anti- 
Coiigress” and “anti-government" sen¬ 
timent. This appears to have happened 
substantially in 1967. 

Tables 1 and 2 show the pattem of 
change in voting between 1962 and 
1967. The predominant feature of the 
1967 elections was of a switch away 
from the Congress: 12.8 per cent of the 
voters defected from the Congress while 
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Tabls; 2 : Pattern or Party Support : 1962 and 1967 


1962 

1967 Cong¬ 
ress 

Right Corn- 
Par- mun- 
ties ists 

Socia- 

lists 

Local Did 
Par- Not 
ties Vote 
and 

IiKle- 

pen- 

dent.s 

Party Total 
NA. for 
etc 1962 

N 

Congress 

26 9 

4 7 

1.4 

2 6 

4 1 

4 3 

1.4 

45.4 

895 

Right Parties 

0.4 

1.4 

0.0 

0 0 

0 3 

0 2 

0.0 

2.2 

44 

Communists 

0 6 

0 0 

1.7 

0.1 

0 2 

0 3 

0.2 

2 9 

58 

Socialists 

0.8 

0.3 

0.0 

1.1 

0.3 

0.2 

0.0 

2.6 

51 

Local Parties And indepe- 









ndents 

0.9 

0.7 

0.5 

0.4 

2.5 

0.3 

0.1 

5.3 

105 

Did Not Vote, Party NA, 









etc 

13.4 

5 4 

1.8 

3.1 

6.0 

6.6 

5.1 

41.5 

818 

Total for 1967 

42.9 

12.4 

5 4 

7 3 

13.3 

11.8 

6 8 

100.0 


N 

845 

245 

107 

144 

262 

233 

155 


1971 


Table 3 : Distribution of 

1962 

Voters in 1967 




1967 Cong- 

Right Com- 

Socia¬ 

Local 

Did 

Party Total 

N 


rcss 

Par- 

mun- 

lists 

Par- 

Not 

NA, 

for 




ties 

ists 


ties 

Vote 

etc 

1962 







and 










fade- 










pen- 










dents 





1962 










Congress 

59.2 

10 3 

3 1 

5 8 

9.1 

9.5 

3.0 

100.0 

895 

Right Parlie? 

15.9 

63.6 

0 0 

0.0 

11 4 

6 8 

2.3 

100.0 

44 

Communist? 

19.0 

1.7 

56.9 

3.4 

5 2 

8 6 

5.2 

100.0 

38 

Socialists 

29.4 

9.8 

0 0 

41.2 

9.8 

7 8 

2 0 

100.0 

51 

Local Parties and fndepen- 









dents 

16.2 

12.4 

9.5 

7.6 

47.6 

4 8 

1 9 

100.0 

105 

Did Not Vote, Party NA, 









etc 

32.4 

13.0 

4.4 

7.5 

14.4 

16 0 

12 3 

100.0 

818 

N 

845 

245 

107 

144 

262 

233 

135 


1971 


only 2.5 per cent clefecteil from the 
opposition parties; 4.3 more per cent of 
the Congress voters deserted the party 
by not voting at all in 1967 (the phe- 
nomeiKin of “dropouts”), the airres- 
ponding figure for th(" Opposition being 
1 per cent; of the 24.2 per cent of the 
electorate who were “new voters” in 
1967 only 10.2 per cent were drawn to 
the Congress whereas 12.2 per cent 
went to the Opposition. The general 
effect of this is seen when we compare 
the 1962 totals (row on the extreme 
right) with the 1967 totals (column at 
the bottom) of Table 2. We see that, 
whereas the Congress vote for the State 
A.ssernblies fell by 2.5 per cent, for 
every other party it vv<*jit up sharply. 
The most to gain were the parties on 
the Right.® 

The overall tendency of “anti-Con* 
gressism” comers out quite clearly from 
these figures. What saved the party 
from a real debacle, of course, was: 
its much greater ability than any other 
party to retain its own voters (“Con¬ 
gress regulars”) and its ability to get 
its due .share of new voters (about 46 
I)er cent of wiw voters voted for the 
Congress). The dtstxjrsal of the defec¬ 


tion from it l>etween a number of Left, 
Right and regional parties and Inde¬ 
pendents, also .saved the party — as we 
shall presently see. But the party suf¬ 
fered a large incidence of defection, 
failed to mobilise new voters in a sub¬ 
stantial manner, and failed almost com¬ 
pletely to attract supporters of opposi¬ 
tion parties through any clear and bold 
appeal. 

Thus the novidty of 1967 lay not in 
any diinhuition of party fragmenta¬ 
tion’ but in the phenomenon of a major 
uwUch from Congress to non-Congre.ss 
parties. In Table 3 we take the 1962 
voters and present their behaviour in 
1967. Of the 1962 Congress voters. 59 
per cent stayed with the Congress, 26 
per c<mt defected to other parties, and 
10 per cent failed to turn up at the 
pt>Us. Of the 1902 non-Congress vot¬ 
ers, the corresponding proportions were 
71 per cent, 19 per cent and 7 ptT txmt. 
Percentages in respect of each major 
bloc of opposition parties are given in 
Table 3. It appears Hiat the Right 
parties and the Ckiniinunists are better 
able to preserve their earlier voters than 
are iht Socialist parties, the local 
parties, and the Indtqpendents — al¬ 


though the total N being so small in 
1962, this conclu.sion may not be very 
reliable. 

looking at the same situation from 
a different angle, and taking the 1967 
Congre.ss voters as our base (sec Table 
4), 63 i>er cent came from previous 
Congress voters, 31 per cent from new 
voters in 1967, and only 6 per cent 
through defection from other parties. 
In .sharp contrast, 24 per cent of the 
non-Congress voters in 1967 came from 
previous non-Congress voters (even here 
there were defections among these 
parties), 42 per cent were new voters 
in 1907, hut a large proportion — 33 
per cent — came from defections from 
the Congress party itself. 

Of the total switchers fnmi 1962 to 
1967, as many as 71 piT cent were 
from Congn-ss, the rest being almost 
ctpially divi(1t‘(l in switches among op¬ 
position parties (15 per cent) and,tho.se 
from these parties to the Congress 
party (14 per cent). Of course, the fact 
that the Congress switchers went to a" 
number of Left, Right and local parties 
and Independents (26 per cent of all 
switchers W'ent to local parties and In- 
dep<mdents), saved the Congress from 
feeling the full impact of these defec¬ 
tions. 

Also a good section of the “new vot¬ 
ers” filled the gap caused by the defec¬ 
tions. Most of all, the Congress loya- 
list.s were still in large number. But 
the general tendency of voting lieha- 
viour in 1967 was clearly one of a .shift 
away from the Congress. 

Three other findings on the 1967 
switchers may be noted; a somewhat 
larger proportion left Congress for par¬ 
ties on the Bight (36 per cent) than for 
thos(‘ on the Left (32 per evut): thi.s 
was in some ways compensated by de¬ 
fectors from both these se^grnents com¬ 
ing to the Congress (58 per cent of 
Right delectors and 62 per cent of Left 
defector.s); and a gtKxl deal of the re¬ 
maining non-Congress defection was 
within the Right or the Left segment. 
Especially noteworthy is the fact that 
tlH*re were so few cases of defection 
from the Left to the Right and vice 
versa: the Congress was more acc'ei^t- 
able to l)oth the I.eft and *\ho Right 
voters than “going-over” to the oppo¬ 
site segment. This suggests that Con¬ 
gress is still the “party of consensus”® 
acc-eptahle to the voters of both Left 
and Right. 

In what follow.s, we examine these 
patterns of regularity, switching, and 
new additions to the voting public, ac¬ 
cording to the typolargy already deve¬ 
loped in Table 1. 
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(1) Cofigrensi Congress Regulars^ 
Congress Defectors, Congress 
Dropouts and New Congress 
Voters. 

(2X Opposition: Opposition Regulars, 
Opposition Defectors, Opposition 
Dropouts and New Opposition 
Voters, 

(3) Consistent Non-Voters. 

We shall employ this typology in the 
rest of this paper with a view to bring¬ 
ing out the socio-economic, political 
and attitiidinal correlates of both the 
change tliat took place in 1967 and 
the enduring structures of identity and 
coininitinent which accxjunt for the con¬ 
tinuity in the system despite transitory 
changes. 


11 

Patterns of Regularity 
and Defection 

\Vh(f voted liow ? Were there impor¬ 
tant differences by caste, urban-rural, 
"’education, age? Our findings are not 
by any means startling — thanks to tlie 
Congress party’s general ability .o cut 
across all divisions — but tbe^y arc still 
interesting. A more elaliorate analysis 
of the socio-demographic fiistrihution of 
the 1967 vote for different paities is 
presented in the fourth article in this 
series. Our piirpost; here is simply to 
highlight broad voting trends in 1967 
and the patterns ot continuity and 
change from 1962 to 1967. 

Cdste: — Caste-wise distrilnition of the 
national sample, by general categories, 
has been given in Table 5. It sHqws 
that the Congress vote in 1967, while 
it ciitracross all caste groups, was drawn 
most heavily from middle caste groups 
(largely peasant castes), scheduled 
castes and ti'ihes, Muslims and voters 


Tablf 4 : OisraiBUTioN of 1967 VoTfiRB ab Compam^p io 1962 


1962 


1967 Cong- Right Com- Socia- Local Did 
rcss Par- mun- lists Par- Not 
ties ists ties Vote 

Inde¬ 
pen¬ 
dents 


Party 

NA. 

etc 


N 


Congress 62.7 37.6 26.2 36.1 30.9 36.5 20.0 695 

RightParties 0.8 11.4 0.0 0.0 1.9 1.3 0.7 44 

Communists 1.3 0.4 30.8 1.4 1.2 2.1 2.2 56 

Socialists 1.8 2.0 0.0 14.6 1.9 1.7 0.7 51 

Local Parties and Independents 2.0 5.3 9.3 5.6 19.1 2.1 1,5 105 

Did Not Vote. Party NA, etc 31.4 43.3 33.6 42.4 45.0 56.2 74.8 816 

Total for 1967 100.0 100.0 100.0 100.0 100.0 100,0 100.0 

N 845 245 107 144 262 233 135 1971 


from other religious minorities. Oppo¬ 
sition vote (which includes Left, Right, 
and regional parties, as well as Inde¬ 
pendents) also came from all these 
groups, but its lowest draw was from 
scheduled castes and tribes and only 
a little better from Muslims and other 
religious minorities. ITie contrasts are 
not, however, striking. Thus, while 
the Congress retains a significant edge 
over the (^position in middle caste 
groups, the Opposition, too, seems to 
have tJrawii quite well from these castes. 
The saint* is tiue among various ‘'mino¬ 
rity” groups including the Muslims: a 
large percentage of these coinnmnities 
voted against the Congress. By the 
time the fourth general elections look 
place, the Congress party, while still 
retaining a broad base of electoral sup¬ 
port, appeared to have lost its position 
of ‘^preponderance” over particular seg¬ 
ments of the iiopulation. 

When we turn from a description of 
what happened in 1967 to longitudinal 
patterns of regularity, defection and 
new Additions, we get a more precise 
picture. Thus, while a sizcaUb propor¬ 
tion of all caste and reHgtous groups 


continue from one election to another 
to vote regularly for the Congress (with 
middle castes and ethnic and religious 
minorities on the high side thus con- 
Bnning the general pattern slated 
al>ove), it is also noteworthy that a large 
proportion of the middle castes also de¬ 
flected from Congrcjss to Opposition 
(15.2 per cent, whereas the sample 
nomi for Congress defectors is 12.8 per 
cent); and new voters from this class 
votei lor Opposition imire than tor Con¬ 
gress. Equally important is the large 
dclectiun of Mu.slim supporters in con- 
ha vt to the .scheduled castes and tribes 
and other religious minorities; in the 
case of the latter there was a sizeable 
deleotion to the Congress party. In 
1967, for the first time, the Muslim 
voters, alter 15 years of unstinted sup¬ 
port, .seem to have turned away in large 
numliers. 

In sum, caste and religion-wise the 
Congress party continued to enjoy a 
continuously wide-based support. But 
it seemed to have lost its supporters in 
substantial mimlxT to the Opposition in 
nearly all the groups, and most of all 
in Its traditional strongholds —^ the 


TabIpE 5 : Shift in Vating Pattern by R*s Caste 



1967 

Vote 




1962-67 Shift 









CSabfnt^ 



Oppoeliiati 


Hal 


R’s Caste 

Cong- 

Opiosi- 









Total 










- ^. 

rm 

tioo 


DeilM* 


New 

Reca** 

Ditec- 

Oro(H 

New 

Not 

N 




imT 

ton 

out* 


hn 

tore 

outs 

Voters 

Vole 


Upger Caste 

37.6 

35.6 

23.7 

12,9 

4.0 

U.9 

9.9 

2.0 

0.7 

12.8 

22.0 

595 

30.2 

Middle 

40.0 

36.3 

29.7 

15.2 

2.6 

6,6 

9.9 

1.7 

1.3 

11.2 

19«6 

303 













15.4 

Low 

54.6 

34.« 

Hi 

13.6 

5.9 

8.2 

6.7 

1.8 

1.0 

12.3 

23.6 

390 

’’ 









19.8 

Harijans and Tribes 

43.1 

31,5 

29.3 

9.9 

4.9 

9.1 

7.6 

4.7 

1.0 

14.0 

19.5 

406 












20.6 

Muslims 

43.4 

33.3 

28.1 

15.2 

4.3 

14.3 

7.6 

i.O 

0.5 

10 5 

18.6 

210 












10.7 

Other Religions 

523 

33.3 

36.3 

6.3 

0.0 

7.9 

22.2 

7.9 

0.0 

4.8 

14.3 

63 





0.0 






3.2 

NA, etc 

25.e 

0.0 

25.0. 

0.0 

25.0 

0.0 

0.0 

0.0 

0.0 

50.0 

4 









12.2 


0.2 

otal 

39.5 

34.3 

26.* 

12.6 

4.3 

10.2 

9.3 

2.5 

0.9 

21.0 

100.0 

N 

780 

676 

329 

252 

85 

201 

164 

50 

17 

240 

413 

1971 
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challenges of industrial growth* tg 
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middle Hindu castes and the liiluslliiis. 
It held on to its own among other 
religious rninorities and the Harijans 
and the tribals. Even among the Hari¬ 
jans and the tribals, however, the new 
voters seem to have been attracted more 
l)y the Opposition than by the Con¬ 
gress, 

Iticonic :— Economic condition is often 
said to be reflected in voting choices. 
Our data (see Table 6) support this 
only partially. Thus, about 40 per cent 
of the electorate from each income 
group voted for the Congress party. 
The Opposition vote, on the other hand, 
went up steadily as one moved from 
the lowest to the highest income brac¬ 
ket. This is significant. When wc con¬ 
sider the 1902-67 pattern, again Con¬ 
gress regulars seem to come about 
evenly from 'all income strata but the 
only group from which the Opposition 
drew a sizeable proportion of regulars 
is in .the highest income bracket. On 
the otlier hand. Congress defectors came 


in large proporbons from all but the 
lowest income group. In the case of 
new voters, too, a greater proportion 
of each income group voted for the 
Opposition (with a very slight devia¬ 
tion), although again the largest gain 
of the Opposition is from the highest 
income group. On the whole, die Con¬ 
gress seems to enjoy a broad base of 
support (it is certainly not the “rich 
man's party"), whereas the combined 
Oppositi(jri drew more of its support 
from upper income categories. Defec¬ 
tors from the Congress in 1967, how¬ 
ever, came from other groups as well. 
The lowest income group seems to 
favour the Congress die most (includ¬ 
ing die lowest incidence of defection). 

Occupation :— In some ways more 
interesting than the economic variable 
of income is the sociological variable of 
occupation, largely because of the real 
group character of the latter and its 
greater salience for perception of in¬ 
terest. The relationship between occu¬ 


pation and voting behaviour, however, 
in interesting more in disorete detail 
than in terms of any theoretical pattern. 
In Table 7, we find that apart from 
one important occupational category, 

viz, the white-collar class, the Congress 
in 1967 drew a sizeable proportion 
from all other groups. In the white- 
collar class, however, its draw was 
rather poor wliile the C^iiosition did 

very well. The Opposition also did 

well among the category of skilled 

workers. (In fact the two groups opted 
for diflerent segments of the Opposi¬ 
tion, die white-coJlai’ group going about 
equally for the Left and Right parties 
— the biggest gain being of the Jan 
Sangh — while the organised labour 
went predominantly more for the Left 
parties.) 

When we consider the 1962-67 pat¬ 
tern, the Congress weakness among the 
white-collar class comes out rather 
boldly. Whereas between 25 and 35 
per cent of each of the other categories 


Table 6 : Shut in Voting Pattern by R's Income 



1967 Vote 





1962-67 

Shift 





Monthly Household In- 




Congress 



Opposition 


- Did 

Total 

come (in Rupees) 

Cong- 

Opposi- 


















ress 

tion 

Regu- 

Dcfec- 

Drop- 

New 

Regu- 

Dcfcc- 

Drop- 

New 

Not 

N 




lars 

tors 

outs 

Voters 

lars 

tors 

outs 

Voters 

Vole 


100 and less 

40.9 

31.7 

29.5 

9.9 

4.4 

8.6 

9.8 

2.8 

0.9 

12.0 

22.1 

684 

• 












34.7 

101 - 200 

39,4 

36.0 

25.9 

16.2 

4.7 

11.3 

7.9 

2.2 

0.9 

11.9 

19.1 

556 













28.2 

201 - 400 

39.7 

36.7 

24.7 

14.7 

3.8 

12.9 

9.4 

2.1 

1.2 

12.6 

18.5 

340 













17.3 

401 and above 

38.6 

40.7 

29.1 

12.8 

2.8 

8.4 

13.4 

1.1 

0.0 

14.5 

17.9 

179 













9.1 

NA, 

36.3 

28.7 

22.2 

9.9 

5.2 

9.4 

8.0 

4.7 

0.9 

10.8 

28.8 

212 












10.8 

Total 

39.5 

34.3 

26.8 

12.8 

4.3 

10.2 

9.3 

2.5 

0.9 

12.2 

21.0 

100.0 

N 

780 

676 

529 

252 

85 

201 

184 

50 

17 

240 

413 

1971 



Table 7 

; Shiff in Voting Pattfrn by R's Occufaiion 






1967 

Vote 





1962-67 

Shift 





R's Occupation 




Congress 



Opposition 


- Did 

Total 

Cong¬ 

Opposi¬ 


















Not 


ress 

tion 

Regu- 

Defec- 

Drop- 

New 

Regu- 

Dcfec- 

Drop- 

New 

N 




lars 

tors 

outs 

Voters 

lars 

tors 

outs 

Voters 

Vote 


Professional 

41.5 

28.3 

28.3 

15.1 

5.7 

13.2 

7.5 

0.0 

0.0 

5.7 

24.5 

53 












2.7 

Businessmen 

44.6 

34.1 

34.8 

10.6 

4.5 

8.3 

15.2 

1.5 

1.5 

8.3 

15.2 

132 











6.7 

White collar 

27.3 

39.5 

14.3 

17.5 

4.5 

10.4 

8.4 

2.6 

1.3 

13.6 

27.3 

154 












7.8 

Skilled workers 

37.6 

39.7 

25.2 

14.5 

4.7 

10.3 

12.8 

2.1 

0.4 

12,4 

17.5 

234 

Unskilled workers 












11.9 

39.1 

27.9 

27.3 

8.6 

5.9 

10.2 

5.9 

1.6 

0.5 

13.4 

26.7 

187 

9.5 

898 

45.6 

256 

Cultivators 

42.3 

34.2 

29.6 

13.4 

3.8 

9.8 

9.9 

2.9 

1.0 

10.9 

18.7 

Agricultural workers 

39.5 

32.9 

25.4 

12.9 

4.3 

10.2 

6.3 

3.9 

0.8 

13.7 

22.7 

DK, NA, etc 












13.0 

26.3 

33.4 

8.8 

0.0 

3.5 

17,5 

1.8 

0.0 

0.0 

31.6 

36.8 

57 

Total 












2.9 

39.3 

34.3 

26.8 

12.8 

4.3 

10.2 

9.3 

2.5 

0.9 

12.2 

21.0 

100.0 

N 

780 

676 

529 

252 

85 

201 

184 

50 

17 

240 

413 

1971 
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economy And i^xtjiicAt 



The Seed Corn: There is one 
quick way of bringing a farm to an 
end, and that is to rob the farmer of 
; his seed corn. Out of each harvest, 
a farmer must put by a percentage 
I of his corn to plant again in the 
! next season. And if be has to expand 
I and to plant new fields, then lie 
•; must retain more and more of 
his crop to have more and more 
jeed com. 


Profit IS the seed corn of industry. 
As the com grows and the seed 
increases, so profits flow out of 
industry. They arc not a weed, to be 
scythed by the scythe of taxation 
or to be eradicated by the hoe of 
nationalization. They are the mea¬ 
sure of an industry’s efficiency. They 
arc the new power generated by 
that industry for the creation of 
further industries. 


TATA ENTERPRISES 
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eowi^c And POLmcAL wi^kly' 


v^ted regularly for the Congress from 
one election to another, the proportion 
drops to a mere 14 per cent in the case 
of the white-collar group; the largest 
percentage of Congress defectors also 
came from this group as did the larg¬ 
est percentage of new voters going to 
the Opposition. As against this, the 
other middle class categories — IDro- 
fessional and business — provided a 
strong contingent of Congress regulars 
as well as total Congress vote in 1967. 
There was, no doubt, a sizeable defec¬ 
tion among the professionals, but this 
was compensated by a large percentage 
of regulars and new voters going to 
the party. Tlie other solid block for 
the Congress, of course, is to he found 
in the agricultural sector, both among 
cultivators ^nd among the workers. 
Among the skilled workers, on the other 
hand, there was a large defection. On 
the whole, the Congress retained its 
bro£fd-based character in 1967 except 
for losing heavily among the salaried 
urban lower middle class — the typical 
lumpen proletariat nf modern India. 

Rural-Urban: — While particular 
shifts are noteworthy, caste, income and 
occupation are not good predictors of 
voting trends over time. Ther(' beha¬ 
viour is not systematic or consistent. 
Also, by their nature (except for in¬ 
come) theie are* d(‘scriph*vc rather tlupi 
analytical measures for explaining poli¬ 


tical phenomena. As variables they are 

far too complex and discontinuous and, 
except for chance relationships when in 
fact other variables may be mediating, 
they are not likely to show any consis¬ 
tent patterns at the macro level. To 
discover such patterns there Is need to 
consider variables of a different kind. 

Table 8 shows the 1967 vote and 
1962-67 pattern of regularity and defec¬ 
tion by rural-urban differences. The 
1967 Congress vote for urban areas (31 
per cent) fell far short of that for rural 
areas (42 per cent), whereas the Op¬ 
position fared better in urban areas. 
(See lablc 8.) Comparing 1962 and 
1967, Congress regiilais came moie fiom 
I in ill iiroiis; Congress defectors nioji* 
fi(jin urban areas; and Cimgress dropouts 
significantly inoie from urban areas. I'he 
new voters drawn to the Congress were 
less than those that went for the Op¬ 
position in both niral and urban areas, 
but the differential was gi eater in res¬ 
pect of in ban areas. Thus, both in les- 
pf;ct of overall perfoimance in 1967 
and in respect of the shift from 1962, 
the Congress lost consistently in urban 
areas. The position was more balanced 
for the Congress upto 1962® — in 
which year, according to our sample, 
it fared rather well in urban areas (41.2 
per cent) as it did in niial areas (44.7 
per cent). The urban vote ''switched 
significantly against the Congress party 


l^umber ' 

in 1907. 

Education :— If uiban life produces 
a social environment conducive to dis¬ 
affection for the status quo, education 
induces a similar dimension based on 
individual exposure and discrhninatioti. 
Table 9 shows the voting behaviour of 
our sample by differences in educational 
level. Taking the 1967 vote of the 
Congress versus Opposition first, it can 
he seen that the Congress sup- 
poil in 1967 was more substan¬ 
tial among tlic illiterates and those 
v\'ith some education than among the 
two higher educational categories, al¬ 
though the relationship is more dicho¬ 
tomous than linear. In contrast, the 
Opposition support rises as one moves 
from the lowest to the highest educa¬ 
tional levels, and this happens in a 
linear fashion. 

Turning to the 1962-67 pattern, we 
again nob’ce ^that it is among the illi¬ 
terates and the somewhat educated 
that Congress regulars account for the 
I)nlk of the total support for that party; 
the percentage declines at higher levels 
of education. There is no clear pattern 
among the switchers, howiwcr. A sub¬ 
stantial proportion of each category de- 
Irctcd Ironi tlie Congress to the Op¬ 
position, the party losing a sizeable 
percentage of its supporters among the 
illiterate and the less educated too: 
educational level by itself does not 



Tabj t 8 : 

Shift in Voting Patthrn by Rural-Urban Differencls 




Place of Residence 

1967 Vote 





1962-67 Shift 





Cong¬ 

ress 

Oppos 

tion 


C''ongrc.ss 



Opposition 


- Did 

Total 

N 

Regu¬ 

lars 

Defec¬ 

tors 

Drop¬ 

outs 

New 

Voters 

Regu¬ 

lars 

Defec¬ 

tors 

Drop¬ 

outs 

New 

Voters 

Not 

Vote 

Rural 

42.1 

33.4 

28.7 

12.3 

3.7 

10.5 

9.0 

2.9 

0.9 

12.1 

19.9 

1526 













77.5 

Urban 

30.9 

37.6 

20.3 

14.6 

6 3 

9.2 

10.4 

1.4 

0 7 

12.6 

24.5 

444 













22.5 

Total 

39.5 

34 3 

26.8 

J2.8 

4.3 

10.2 

9.3 

2.5 

0 9 

12 2 

21.0 

100.0 

N 

780 

676 

529 

252 

85 

201 

184 

50 

17 

240 

413 

197J 


TABLt 9 : 

Shiff in Voting Patiern by R’s Lfvil of 

Education 





1967 Vote 





1962-67 Shift 





Level of Education 




Congress 



Opposition 















Did 

Total 













rcss 

tion 

Regu- 

Defec- 

Drop- 

New 

Regu- 

Defcc- 

Drop- 

New 

Not 

N 




lars 

tors 

outs 

Voters 

lars 

tors 

outs 

Voters 

Vote 


Illiterate 

40.3 

30 5 

29.2 

12.9 

4.8 

7.9 

7.3 

3.2 

l.I 

10.3 

23.3 

951 













48.2 

Low 

40.8 

37.6 

27.4 

12.0 

4.3 

11.8 

12.3 

1.6 

0 6 

13.3 

16.5 

667 













33.8 

Middle 

36.3 

38.2 

18.9 

14.4 

2.5 

14.9 

10.4 

2.5 

l.O 

13.4 

21.9 

201 













10.2 

High 

33.9 

40.7 

17.8 

11.9 

4,2 

13.6 

8.S 

2.5 

0.8 

20.3 

20.3 

118 













6.0 

N A 

32.3 

29.4 

26.5 

17.6 

^1.0 

2.9 

5.9 

2.9 

0.0 

5.9 

38.2 

34 













1.7 

Total 

39.5 

34.3 

26.8 

12.8 

4.3, 

JO. 2 

9.3 

2.5 

0.9 

12.2 

21.0 

100.0 

N 

780 

676 

529 

252 

85 

.'26l 

184 

50 

17 

240 

413 

1971 
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seem to provide a basis for predicting Age:— The above observation gets cialisation into politics. When asked 
a switch away from the Congress. That further confirmation when we examine what first made them aware of politics, 
there m:e other intervening variables at the relationship between age and vot- 52 per cent of the group under 35 
work becomes clear when we look at ing behaviour. (See Table 10.) The ni<;ntioned “elections and voting” and 
the figures for the new voters* Where* Congress vote in 1967 was inversely only 10 per cent mentioned the national ^ 

as more new voters seem to have gone related to age, being the lowest in the movement; of those above 35 years 

to the Opposition than to the Congress age bradeets 21 to 25 and 26 to 30, old, only 37 per cent mentioned dec- 

irrespective of level of education (with and highest in the age bradeet 41 to tions and voting whereas as many as 

a slight deviation In the "middle cdu- 50, with a slight decline thereafter 39 per cent mentioned the national 

cated" category), the iliffercnce becomes (which was largely a function of a high movement. The Congress In 1967 still 

tnily large in the case dF the highly proportion of non-vothig and dropouts), carried the strong impress of the move- 

educated : more than 20 per cent voted The Opposition vote, on the contrary,. ment, a capital that was not likely to 
for the Opi)osition as against only 13.6 was highest amotig younger vof<^rs and last long. At any rate, it has a low 

per cent for the Congress. There Is a declined progressively with every in- symbolic appeal for the young. A 

convergence of variables here: a large crease in age. It is also significant multiple regression analysis of social 

proportion of the highly educated res- that Congress regulars were found in and economic variables for explaining 

pondents is composed of new voters strikjngl) large proportions among the Congress support showed age as more 

and the bulk of new voters happen to age groups above 35 years, Electorally, important than any other indicator in 

be young voters (and a good proportion the Congress in 1967 showed itself as explaining the variance in Congress 

of these are. urban dwellers). The an ageing party which was losing touch support; and within the age Variable 

Congress lost support among the highly with the y*)unger, “post-Inclei>endeiice“, set, the youth components had the larg- 

educated in 1967, and especially among generation. This is further home out est impact.^® As the proportion of this 

the new voters in this class. by the responses to a question on so- segment increases with every decennial 

Table 10 : Shift in Voting Pattern by R’s Age 





1967 Vote 





1962-67 

Shift 









Congress 



Opposition 


- Did 

Total 

J\ a 111 X 

ress 

tion 

Regu¬ 

lars 

Defec¬ 

tors 

Drop¬ 

outs 

New 

Voters 

Regu¬ 

lars 

Defec¬ 

tors 

Drop¬ 

outs 

New 

Voters 

Not 

Vote 

N 

21 - 25 

33,8 

41.6 

3.6 

2.7 

1 .5 

29.6 

2 4 

0.6 

0 3 

36.5 

22 8 

334 
17 0 

26 - 30 

35.8 

40.3 

20.3 

10.9 

4 1 

14 3 

10 3 

1 2 

0.6 

19 1 

19.4 

320 

16.2 

31-35 

38.4 

36.0 

25.2 

16.4 

6 6 

9.4 

14 0 

3 8 

1.4 

5.6 

17.5 

286 

14.5 

36 - 40 

43.3 

33.3 

34 1 

15.1 

4.0 

4 8 

11 1 

4 4 

0 8 

7 1 

18.7 

252 
12 8 

41 - 50 

43.8 

29.6 

38.8 

17.0 

3 6 

2 2 

8.7 

2.8 

0 6 

3.9 

22 3 

358 

18.2 

51 - 60 

42.7 

27.7 

37.3 

16.2 

6.2 

2.7 

9-2 

2.7 

1.9 

2.3 

21 5 

260 

13.2 

61 + 

41.0 

26.7 

36 0 

12.4 

5.6 

1.9 

12 4 

3 I 

0 6 

1 9 

26 1 

161 

8 2 

Total 

39.5 

34.3 

26 8 

12 8 

4-3 

10 2 

9 3 

2 5 

0 9 

12 2 

21 0 

100.0 

N 

780 

676 

529 

252 

85 

201 

184 

50 

17 

240 

413 

1971 


Table 11 : Shift in Voting Pattern by Campaign Exposure and PARTiriPATioN 


1962-67 Shifi 


Exposure and Participation 

Total 

KI 



Congress 



Opposition 


Did 



JN 

(Sample 

Norm) 

Regu¬ 

lars 

Defec¬ 

tors 

Drop¬ 

outs 

New 

Votcr<f 

Regu¬ 

lars 

Dcfec- 

lois 

Drop¬ 

outs 

New 

Voters 

ItIOI 

Vole 

A 

Exposure to Campaign 

High 

490 

26.8 

25.4 

12.9 

25.9 

41.8 

24.0 

11.8 

27.1 

3.6 


Low 

24.9 

1455 

72.6 

73.4 

84.7 

74.1 

58.2 

72.0 

82.3 

72.9 

15.7 


NA 

73.8 

26 

1.3 

233 

0.6 

1.2 

2.4 

0.0 

0.0 

4.0 

5.9 

0.0 

80.6 

B 

Participation in Campaign 

Yes 

14.9 

6.7 

3.5 

10.9 

26.1 

12.0 

5.9 

15.8 

4.6 


No 

11.8 

1728 

85.1 

92.9 

96.5 

89.1 

73.4 

88.0 

94 1 

84.2 

93.5 


DK, NA. etc 

87.7 

10 

0.0 

0.4 

0.0 

0.0 

0.5 

0.0 

0.0 

0.0 

1.9 


Total 

0.5 

100.0 

26.8 

12.8 

4.3 

10.2 

9.3 

2.5 

0.9 

12.2 

21.0 


N 

1971 

529 

2Si 

85 

201 

184 

50 

17 

240 

413 
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census and indeed with every election, 
the si^'nificance of age as a factor in 
influencing party prospects will increase 
in importance. Unless the ruling Con¬ 
gress projects a youthful image backed 
by concrete evidence of its intentions, 
it is likc'ly to lose progressively its grip 
on the electorate. 

Younger age, higher education and 
urban exposure, our data suggest, con¬ 
tributed to the alienation from the 
Congress party in 1967. Confirmation 

Tabi f 12 ; 


for tliis tendency is also fcnnid in other 
mialyses carried C3ut by us. Thus 
when we related community voting and 
individual voting choices in micro situa¬ 
tions, precisely these variables account 
for deviation of individual choice from 
community norms. Exi>osure to 
modemising influences appears to make 
voting decisions increasingly indepen¬ 
dent of the traditional constraints of 
both community life (influence of caste 
etc) and political conformism (voting 


for the Congress party just because it 
was a ruling paity).^ 

Campaign Exposure and Pabucepaiion 
Another section of our data adds to 
this insight. Table 11 provides a dis¬ 
tribution of our typology of 1962-67 
shifts by exposure to the election cam¬ 
paign and participation in the cam¬ 
paign. 'Exposure to Campaign”* is an 
index composed of three items: (1) 
attended election meetings, (2) acquirtnl 
knowledge about elections throngh 


Satisfaction with Government Officials bv Shift in Voting Pattern 

1962-67 Shift 


Satisfaction with Oflicials 

Total 

N 

(Sample 

Norm) 



Congress 



Opposition 


Did 

Not 

Vote 



Regu¬ 

lars 

Defec- Drop- 
tors outs 

New 

Voters 

Regu¬ 

lars 

Defec¬ 

tors 

Drop¬ 

outs 

New 

Voters 

A 

Satisfaction with Local Officials 
Satisfied 

848 

49.1 

38.5 

42.4 

50.2 

32.6 

50.0 

11.8 

35.4 

44.1 


Pro-con 

43 0 

7 

0.0 

0.4 

0.0 

0.0 

1.1 

0 0 

0.0 

0.4 

0.7 


Not satisfied 

0.4 

917 

42.7 

55.6 

47.1 

39.8 

59.2 

40.0 

82.4 

53.7 

38.5 


NA, DK, etc 

46.5 

199 

8.1 

5.6 

10.6 

10.0 

7.1 

10.0 

5 9 

10.4 

16.7 

B 

Satisfaction with District Officials 
Satisfied 

10.2 

792 

46.9 

34.5 

40.0 

43.8 

31.0 

48.0 

5.9 

36.2 

40.2 


Pro-con 

40 2 

5 

0 0 

0 8 

1.2 

0.0 

0.0 

0.0 

0.0 

0.0 

0.5 


Not satisfied 

0.5 

827 

38.2 

52.8 

45.9 

34.8 

53.3 

34.0 

82.4 

47.5 

33.9 


Refuses, NA, DK, etc 

42.0 

347 

15.0 

11.9 

12.9 

21.4 

15.7 

18.0 

5.9 

16.2 

25.4 


Total 

17.5 

100.0 

26 8 

12.8 

4.3 

10.2 

9.3 

2.5 

0.9 

12.2 

21.0 


N 

1971 

529 

252 

85 

201 

184 

50 

17 

240 

413 


Table 13 : Satisfaction with Present Economic Condition, Future Expectation, and 

Shift in Voting Pattern 


1967 Vote 1962-67 Shift 


Congress Opposition 

Pcrsoinal Economic Cong- Opposi-----Did Total 

Condtion rcss tion Regu- Djfec- Drop- New Regu- Defcc- Drop- New Not N 

Lirs tors outs Voters lars tors outs Voters Vote 


A Satisfaction with 
present economic 
condition 


Well satisfied 

49.5 

28.7 

More or less 

45.8 

29.9 

Not satisfied 

35.8 

37.0 

NA, DK, etc 

27.6 

34.4 

Future expectation 
Better 

42.2 

34.2 

Same 

42.8 

33.3 

Worse 

37.0 

36.4 

DK, NA, etc 

33.4 

31.6 

Total 

39.5 

34.3 

N 

780 

676 


31.9 

8.8 

4.2 

15.7 

7.9 

31.1 

10.8 

3.3 

12.0 

7.9 

24.4 

14.3 

4.8 

8.8 

10.1 

24.1 

10.3 

0.0 

0.0 

13.8 

29.2 

12.0 

4.4 

10.6 

9.2 

28.3 

13.1 

2.8 

12.0 

8.5 

26.1 

15.3 

5.9 

8.5 

9.2 

22.1 

9.5 

2.6 

10.9 

10.6 

26.8 

12.8 

4.3 

10.2 

9.3 

529 

252 

.85 

201 

184 


1.9 

0.5 

12.0 

17.1 

216 

11.0 

2.7 

0.6 

11.2 

20.5 

483 

24.5 

2.6 

1.0 

12.6 

21.4 

1243 

63.1 

3.5 

0.0 

10.3 

37.9 

29 

1.6 

2.4 

0.4 

13.0 

18.8 

708 

35.9 

2.5 

1.8 

11.7 

19.4 

283 

14.4 

2.4 

1.3 

11.9 

19.5 

632 

32.1 

3.2 

0.4 

11.5 

29.2 

348 

17.6 

2.5 

0.9 

12.2 

21.0 

100.0 

50 

17 

240 

413 

1971 
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newspapers, and (8) exposure to per¬ 
sonal canvassing by parties or candi¬ 
dates. “Participation in campaign*', on 
the other hand, refers to actual involve¬ 
ment in the election through such acti¬ 
vities as canvassing for a party or a 
candidate, helping to get voters to pol¬ 
ling stations, raising money, organising 
meetings, distributing polling cards etc. 
For both these items, the Table provi¬ 
des, on the left hand, the sample norm 
of the total i>ercentage that was ex¬ 
posed to the campaign or participated 
in it, against which in tlie rest of the 
Table arc given the column percentages 
of each of our 1962-07 voter types. 

It is clear from Table 11 that the 
switch from the Congress in 1967 was 
consistently related to the impact of 
the campaign. Whereas only 27 per 


cent of the Congress regulan were 
highly exposed to the campaign (almost 
the same as the sample noim for the 
electorate), as high as 42 per cent of 
Opposition regulars were so exposed. 
Whereas the total percentage of Oppo¬ 
sition regulars Is much below that of 
Congress regulars, the election campaign 
seems to have played an important 
part in ensuring regularity of the Op¬ 
position vote. 

This has clear implications for the 
future. In the past, the Congress has 
had an edge over the (^position 
largely through its much greater abi¬ 
lity than the opposition parties to draw 
continuous support from committed 
vtilers. As old loyalties erode, the 
power of party organisation and *Vote 
banks’* to deliver assured support de- 


Amitod Nutobec 

cliiics, and voting decisions are based 
mure on the basis of direct political 
choices and the appeal of the cam¬ 
paign, the earlier style of reaching out 
to the i>euplo must give place to a new 
style. Failing this, the Opposition is 
likely to steal a steady march over the 
Congress. Perhaps equally pertinent to 
the role of campaign exi>osure is the 
high incidence of Congress dropouts to 
which we have already drawn attention. 
These voters account for the lowest 
incidence of exi>osuro. Only 13 per 
cent were exi>osed to the campaign as 
against 25 per cent of the electorate. 
Tb<*5e percentag<\s are not only much 
lower than any other category of voters; 
it is significant that they are lower than 
the Opposition dropouts and even the 
consistent non-voters. The Congress 


Tablh 14 : DisiRiBunoN of Party Identification by Shift in Voting Pattern 


(Row Percentages) 


• 

1967 Vote 





1962-67 Shift 





Party ‘R* Feels Closest 

Cong- 

Opposi- 


Congress 



Opposition 


Did 

Total 

to 

ress 

tion 










N 









INOt 




Regu- 

Defec- 

Drop- 

New 

Regu- 

Defec- 

Drop- 

New 

Vote 





lars 

tors 

outs 

Voters 

lars 

tors 

outs 

Voters 



Congress 

71.8 

9.1 

50.6 

5.2 

5.6 

17.5 

1.0 

3.7 

0.1 

2.9 

13.5 

840 












42.6 

Swatantra 

17.0 

60.0 

9.0 

2S.0 

4.0 

7.0 

12.0 

1.0 

3.0 

20.0 

16.0 

100 

5.1 

138 

Jao Sangb 

5^.1 

77.5 

0.7 

30.4 

2.9 

2.2 

19.6 

2.2 

0.0 

27.5 

14.5 












7.0 

Communists 

8.7 

74.9 

3.7 

15.0 

1.2 

0.0 

38.7 

5.0 

3.7 

21.2 

11.2 

80 













4.1 

Socialists 

9.5 

64. J 

4.2 

21.1 

4.2 

4.2 

15.8 

1.1 

2.1 

27.4 

20.0 

95 













4.8 

Other parties 

3.2 

81.5 

1.6 

21.8 

2.4 

1.6 

33.1 

0.0 

0.8 

26.6 

12.1 

124 












6.3 

NA, Refuses, DK, etc 

22.4 

35.5 

14.3 

13.3 

3.7 

6.4 

8.4 

1.7 

1.2 

13.8 

37.2 

594 












30.1 

Total 

39.5 

34.3 

26.8 

12.8 

4.3 

10.2 

9.3 

2,5 

0.9 

12.2 

21.0 

100.0 

N 

780 

676 

529 

252 

85 

201 

184 

50 

17 

240 

413 

1971 

TABLe 15 : 

Distribution of Swift 

IN Voiino Pattern by Party Identification 













(Column Percentages) 

Party ‘R* Feels Closest to 






1962-67 Shift 







■ ■ 









Did 

Not 



Total 

N 


Congress 



Opposition 
















(Sample 

Regu- 

Defec- 

Drop- 

New 

Regu- 

Defec- 

Diop- 

New 

Vote 




Norm) 

lars 

tors 

outs 

Voters 

lars 

tors 

outs 

Voters 


Congress 



840 

80.3 

17.5 

55.3 

73.1 

4.3 

62.0 

5.9 

10.0 

27.4 



42.6 

100 

5.1 

138 

1.7 

11.1 

4.7 

3.5 

6.5 

2.0 

17.6 

8.3 

3.9 

Swatantra 

Jan Sangh 



0.2 

16.7 

4.7 

1.5 

14.7 

6.0 

0.0 

15 8 

4.8 



7.0 








7.1 


Communists 



80 

0.6 

4.8 

1.2 

0.0 

16.8 

8.0 

17.6 

2.2 




4.1 










Socialists 



95 

0,8 

7.9 

4.7 

2.0 

8.2 

2.0 

11.8 

10.8 

4,6 




4.8 










Other parties 



124 

0.4 

10.7 

3.5 

1.0 

22.3 

0.0 

5.9 

13.7 

3.6 



6.3 








34.2 


NA, DK, ReAises, etc 



594 

16.1 

31.3 

25.9 

18.9 

27.2 

20.0 

41 2 

53.5 



30.1 










Total 



100.0 

26.8 

12.8 

4.3 

10.2 

9.3 

2.5 

0.9 

12.2 

21.0 

N 



1971 

S29 

252 

85 

201 

184 

SO 

17 

240 

413 


M8 



Annual Number January lOTl ^ . 80 (^wmiS6 



* 4 ^ 

" 4 ^ ” 4 ^ 

Eleven flights west 




three flights east ^ 

flight south 



#•# 


and we’re not even an airline! 


Don i misiakc us. We make quality abrasives. And 
our products travel to i 5 countries around the world : 

TANZANIA. KENYA. UGANDA. U.A.R., IRAN, 
IRAQ, RUMANIA, CZECHOSLOVAKIA, ITALY. 

, U K.. U.S.A.. MALAYSIA. THAllAND, JAPAN, 

and CEYLON. In a 3 year period from 1967-69. 

exports of Carborundum Universal coaled and bonded 
abrasives and calcined bauxite have increased nine times! 




CARBORUIMOUiVI UNIVERSAL. L.TD. 

Manuraclurcrs of Quality Bonded and Coaled Abrasives, Abrasive Grains. 
Calcined Bauxite, Mdcinnery ^nd Super Rcfraclorics. 

Madras • Calcutta • Bombay • Delhi 

SvniQnl 





244 




EGOflOMks AND POLITICAL WEEKLY 


party’s organisational machinery seems 
to have been less than agile in mobilis¬ 
ing these voters who had in the earlier 
election voted for the party. In its 
failure to reach out to them adequately 
it lost more than 4 per cent of the 
total electorate — more than the total 
electoral swing in 19671 

An almost similar situation obtains in 
regard to actual participation in the 
campaign. Of the electorate 12 per 
cent took part in election activities. 
This is a high proportion for any elec¬ 
torate. But it appears that Opposition 
regulars took a much greater part in 
these activities (26 per cent) than Con¬ 
gress regulars (15 per cent); and new 
voters going to the Opposition also did 
so (16 per cent ns against 11 i)er cent 
of New Congress voters). Once again, 
Congress dropouts participated the least 
ill campaign activities. On the other 
hand, a larger percentage of defectors 
going to the Congress took part in the 
campaign than those switching to tlie 
Opposition, which only confirms our 
earlier finding that a sizeable propor¬ 
tion of illiterates, scheduled castes and 
tribes, and agricultural labourers de¬ 
fected from the Congress. Note also 
that exposure to campaign was as high 
among switchers to the Congress (2-4 
per cent) as among switchers from it 
(25 per cent). *All this further brings 
out the infiiiencc of the campaign on 
voting choice. If the Congress iiarty 
is able to mount an effective campaign 
and mass appeal in future elections, 
and involve the activist strata of the 
electorate in election activities, there is 
no reason why it cannot make a size¬ 
able dent in traditional Opposition 
votes. 

Citizen Discontent :— That tradi¬ 
tional channels of vote mobilisation, like 
caste influence and ’Vote banks”, are 
gradually giving place to modernising 
influences of age, education, and urba¬ 
nisation on the one hand, and to a 


more direct impact of exposure to the 
election campaign and involvement in 
it, produces another result — viz, an 
increasing role of discontent with the 
government, criticisms of government 
performance, and the development of 
divergent opinions on controversial is¬ 
sues in public policy. Table 12 indi¬ 
cates this further shift in electoral 
orientations. As in Table 11, the per¬ 
centages are column-wise, giving the 
distribution of each voter-type among 
cliffcrent items oi discontent with Gov¬ 
ernment. 

There is a significant correlation bet¬ 
ween vote for the Opposition and citi¬ 
zen discontent. Whereas almost half 
of Congress regulars felt satisfied with 
local officials, only less than a third of 
Opposition regulars felt so. Further¬ 

more, while 50 per cent of defectors to 
the Congress party and the same pro¬ 
portion of the new voters going to the 
Congicss were satisfied with local olli- 
cials, only 39 i>er cent of defectors to 
the Opposition and 35 per cent of new 
voters going to the Opposition were so 
satisfied. The same picture emerges 
when we look at the responses on 

satisfaction with district level officials, 

although the differential between 

Congiess and Opposition supporters is 
found to narrow down here. Evidently, 
the closer tlie level ol bureaiiciatic mal¬ 
functioning or arrogance vis-a-vis the 
citizen, the more its impact on the dis¬ 
enchantment of tlie citizen with Gov- 
emment and his proneness to translate 
his discontent into a reprisal against the 
ruling party. 

llic same pattern of differences was 
found ill our study in response to spe¬ 
cific criticisms of the Congress govern¬ 
ment — holding the price level, dis¬ 
tribution of food, helping farmers, main¬ 
taining law and order, rooting out cor- 
niption, and providing strong leader¬ 
ship. A very large percentage of the 
population was strongly critical ol Gov- 
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ernment (eg 61 per cent "stroni^ 
agreed” that the Congress had failed 
to keep prices down and 52 per cent 
that the Congress had failed to distrl-^ 
bute food properly) but there were 
significant differences between Congress 
regulars versus Opposition regulars, de* 
fectors to the Congress versus defectors 
to the Opposition, and new voters go¬ 
ing to the Congress versus those going 
to the Opposition. There is no space 
here to present all these findings. But 
they confirm the analysis already pre¬ 
sented in respect of satisfaction with 
government performance.** 

To be sure, dissatisfaction with offi< 
cials does not seem to be by any means 
a decisive factor; witness the huge 
incidence of dissatisfaction even among 
Congress regulars and other (ingress 
supporters. The same is the case with 
criticisms of Congress record in per¬ 
formance of the Congress government; 
a large proportion of those who were 
highly critical still voted for the Con¬ 
gress. There was, in 1967, still a large 
residue of goodwill for the Congress 
party despite adverse opinion on its 
performance. The party's ability to re¬ 
tain the commitment of people who 
are highly critical of its objective per- 
iorrnance is indeed a reflection of its 
past record, its constructive contribu¬ 
tions since Independence, and its tower¬ 
ing leadership, and perhaps most of 
all, of a lack of any effective challege 
to its authority. And yet, despite this 
tremendous advantage of the Congress 
party, our data do point to a growing 
correlation between dissatisfaction of 
the citizen with Govt^rnment and vote 
against it. 

Personal Economic Conditioni — Is 
such discontent largely in the nature of 
an impersonal assessment of govern¬ 
ment performance or is it reflected in 
one's perception of one's own level of 
well-being? Obviously, the two arc 
related. As already indicated, a large 


Table 16 ; Shift in Voting Pattern by Future Voi'inq Intention 



1967 Vote 





1962-67 

Shift 





Vote for Same Party 

Cong- 

Opposi¬ 

tion 



Congress 



Opposition 


Did 

Not 

Vote 

Total 

N 


ress 

Regu¬ 

lars 

Defec¬ 

tors 

Drop¬ 

outs 

New 

Voters 

Regu¬ 

lars 

Defec¬ 

tors 

Drop¬ 

outs 

New 

Voters 

Ves 

53.6 

38.1 

38.2 

13.1 

0.0 

12.4 

11.4 

3.0 

0.0 

13.6 

8.3 

1061 

53.8 

No 

34.9 

46.8 

20.2 

17.4 

0.0 

10.1 

13.8 

4.6 

0.0 

15.6 

18.4 

109 

5.5 

Depends 

Refuses. DK, NA, 

35.1 

45,5 

20.5 

19.5 

0.0 

11.8 

9.7 

2.8 

0.0 

16.3 

19.5 

473 

24.0 

loap, etc 

2.1 

1.8 

1.5 

0.6 

25.9 

0.6 

0.6 

0.0 

5.2 

0.6 

64.9 

328 

16.6 

Total 

39.5 

34.3 

26.8 

12,8 

4.3 

10.2 

9.3 

2.5 

0.9 

12.2 

21.0 

100.0 

N 

780 

676 

529 

252 

85 

201 

184 

50 

17 

240 

4 13 

1971 
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They saved the ancient 
banyan tree and now their 
daring knows no bounds 

‘Let if sfnnd,’ someone said of the banyan tree 
as the sue was being cleated for the 
Jlindiisian Lever Research Centre, at Andhcri. 

So tile tree still stands — and it stands for quite a lot. For one 
thing, the tree signifies that we can’t easily gel awa,^ t .cm what is 
home grown. Appropriately,therefore, the C entre vsill lacivle problems 
rooted in India — the kind that can only be solved here: 

Can we discover and exploit hitherto unused heal sources of oil, thus 
cutting imports and saving foreign exchange? Can we develop milk 
foods that are idcall> suited to Imlian needs'’fiow'can \vc impiove 
the nutritive value of protein-poor foods? Can we develop 
processes for the picservation of Indian type food dishes? 

Research on all this can only begin at home. It has. at the 
Hindustan Lever Research Centre in Andhcri. 1 he sweep and 
thrust of the studies are dating 1 he scientists are producing new 
devices lor old, making tradita-nal things happen in new wa^s. 

They have, of course, left the bur.van tree alone to grow by itself, 

Hindiislaii Lever 
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proportion of the Indian electorate cen¬ 
sured the Congress government for hav¬ 
ing failed to keep prices down and dis¬ 
tributing food properly. These opi¬ 
nions were in part reflected in the way 
people voted in 1967. To what extent 
were these judgments and their role in 
voting behaviour mediated by voters* 
perception of their own economic con¬ 
dition? We tried to probe into this 
aspect in our study. In Table 13, we 
present the relationship between the 
way people voted and their perception 
of (i) how they have been faring finan¬ 
cially over time (their sense of present 
satisfaction) and (ii) how they expect to 
faro in the future (thoir future out¬ 
look). 

As shoukl be expected, more than 60 
per cent of the electorate are not happy 
at their present financial condition. And 
this is reflected in the distribution of 
voting acts. Taking the 1967 vote first, 
whereas as many as 50 per cent of the 
*'well satisfied” group voted for Con¬ 
gress and 46 per cent of the “more or 
less satisfied’* did so, the percentage 
declined markedly for those who were 
“not satisfied” with their personal eco¬ 
nomic condition. And the proportion 
of the dissatisfied group voting for the 
Opposition correspondingly rises. It is 
further interesting that, this discontent 
is reflected in all our 1962-1967 voting 
categories: Congress regulars fall from 
32 per cent of the satisfied to 24 per 
cent of the dissatisfied and the new 
voters going for Congress from 16 per 
cent to 9 per cent, whereas Congress 
defectors rises from a bare 9 pur cent 
of the satisfied to 14 per cent of the 
dissatisfied. 

It may be added here, on the basis 
of data not presented, that the defec¬ 
tion caused hy the economic factor was 
more to the Right than to the Left 
parties, was more in urban than in 
niral areas, and was more among tlie 
young and the educated than among 
the middle-aged and old and the edu¬ 
cated. In fact, diere was an opposite 
defection process at work — from 
the Right parties to the Congress and 
partly to the Left — among those 
who saw their economic condition as 
improving. The ability of the Right 
parties to exploit economic grievances 
simply on the basis of a negative 
“anti-Congressism” thus oomes out 
clearly. Improvements in economic 
affairs, to the extent that tht^ have 
taken place since 1967, are likely to 
remove this advantage of die JEUgbt 
The rdatiODship of voting behavi¬ 
our with levels of sattofactioii — not 
only with Goveramenfi eoonomio re¬ 


cord but also with one's own econo¬ 
mic condition — is thus, while not by 
any means decisive, quite significant 
The undivided Congress party's con¬ 
tinuous neglect of economic issues af¬ 
fecting the masses — plus, no doubt, 
the peculiarly unfavourable economic 
climate in the country — seems to 
have brought it considerable reprisal 
from the electorate. The full impact 
of this, however, was considerably mi¬ 
tigated in part because of the large 
residue of allegiance to the Congress 
party even among the poor and the 
economically worse off and partly be¬ 
cause no opposition party had really, 
apart from their chronic and perva¬ 
sive “anti-Congressism**, projected a 
clear alternative in policy terms. (Some 
such alternative was posed by the 
Swatantra party, and one suspects that 
its dramatic increase in appeal in 1967 
was at least in part due to this.) 

We shall presently examine the role 
of continuing party allegiances in lend¬ 
ing stability to the political system des¬ 
pite major sources of discontent — 
and the historic role of the Congress 
party in this. But before we come to 
that, let us note that there are other 
psychological reasons why the situa¬ 
tion for the Congress party turned out 
to be less hopelcFS than it could have 
been on the basis of its economic per¬ 
formance. An examination of the lo¬ 
wer half of Table 13 makes fascinat¬ 
ing reading. Whereas, as high as 63 
per cent of our sample was dissatis¬ 
fied with its present financial condi¬ 
tion, when the same respondents were 
asked to look into the future and per¬ 
ceive their likely economic prospects in 
the years to come, only half of that 
figure (32 per cent) expressed a pessi¬ 
mistic outlook. As high as 30 per cent 
expect their financial condition to get 
better and another 28 per cent expect 
it to stay the same as now. Given the 
inherently hopeless situation in w'hich 
a vast majority of the Indian people 
are placed, and given the fact that 
whichever government comes to power 
cannot improve economic conditions in 
any but a slow manner, the Indian 
electorate seems to present a rather op¬ 
timistic profile in terms of its outlook 
for the future. 

No doubt, when a third of the popu¬ 
lation presents a pessimistic view of the 
future, no government can afford to 
be complacent. Furthermore, the very 
optimism of the other two-thirds must 
place a heavy load of responsibility on 
the leadership, as frustratioa of such 
expectations can lead to very adverse 
conditions for the political system. All 


Aontiail Number lamMy 

the same, there is here pe>hai>s a 
breathing space and, provided the 
leadership can move swiftly with dear 
economic commitments and implement 
these commitments, the outlook does 
not seem to he too bleak. 

The relationship between future eco¬ 
nomic outlook and voting behaviour is 
shown in Table 13. The total Con¬ 
gress vote for 1967 is higher among 
the optimists and those who expect 
their present condition to continue (42 
to 43 per cent) than for those with a 
pessimistic outlook (37 per cent). Con¬ 
gress defectors also came largest from 
the latter group. On the other hand, 
both the optimists and the pessimists 
among the new voters seem to prefer 
opposition parties more than the Con¬ 
gress. This is in contrast to satisfac¬ 
tion with present condition which 
seems to discriminate bettor than fu¬ 
ture prognostications to which the 
younger generation of voters may not 
have given too much thought. On the 
whole, however, future expectations 
seem to have entered electoral align¬ 
ments at the level of the voters along 
with present states (ff satisfaction with 
one’s own life as well as with the per- 
fonnance of Government. Wliere all 
these converged in a manner that was 
adverse to the ruling party, electoral 
reprisal was larger, although persisting 
party allrgiunces seem to have offset the 
full impact of the economic factor. 

Ill 

Party Identification 

In our analysis so far wc have ex¬ 
amined a number of factors that seem 
to havt* influenced regularity and shifts 
in voting behaviour between 1962 and 
1967. We have reason to believe that 
there is a discernible pattern in the 
“switch” that took place from the 
earlier position of the Congress party. 
The modernising influences that go with 
younger age, education and urban life, 
the growing freedom from traditional 
constraints of caste and influence, the 
experiences of middle class living, a 
more direct exposure to election cam¬ 
paign and participation in political ac¬ 
tivities, increasing discontent with gov¬ 
ernment officials and Government's x>®r“ 
formance in economic matters, and per¬ 
ception of one's own economic condi¬ 
tion in the present and outlook for the 
future, seem to have been some of the 
factors responsible for the electoral 
verdict of 1987. Simple differences In 
socio-economic status (caste, bicome, 
occupation) seem to have had much 
less of a role than exposure to iodica- 
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tors of social change (urbanisation, 
education, younger age), direct impact 
of political activity, and perceptions on 
the record of the Congn*ss Government 
and one's own prospects and possibili¬ 
ties under it. By 1967, the first gene¬ 
ration since Independence was corning 
to pass, education and nrhanivsation 
were making a (pialitalivc change ni 
people's values and expectations (in¬ 
cluding in the rural areas), the very 
success of democratic institutions and 
the planning process was producing a 
new awareness, and, while all this vvas 
happening, cc()nonn’c performance w.as 
lagging Indiind. The growing aware¬ 
ness of the political process produced 
an awareness of tlicse lags and led to 
a more critical temper in the conntiy 
vis-a-vis the ruling party. 

The situation was particularly diffi¬ 
cult for the Congress party in 1967 
after two severe droughts and wide¬ 
spread conditions of deprivation, soar¬ 
ing prices, considerable hardship for 
the urban population, language riots 
in the South, and a decline in produc¬ 
tive activity all around. There was also 
in evidence an accentuation of fac¬ 
tional rivalries within the Congress 
(reaching up to tlie very apex of the 
system following the two “successions") 
and a general decline in communica¬ 
tion betwejen the Congress party ma¬ 
chine, managed largely by an ageing 
and complacent organisational leader¬ 
ship, and the people which had begun 
to display a critical altitude to anyone 
which took them for granted. On top 
of the general trends towards a more 
critical electorate were these more im¬ 
mediate reasons lor disaifection from 
the Congress party. 

Looked in the perspective of thc-^e 
insights, the wonder of 1967 was not 
that the Congress fared badly but rather 
that it did not faie worse. With all 
the above-mentioned factors against it, 
in net electoral terms, the total Con¬ 
gress vote for the State Assemblies fell 
by 3.59 per cent and for Tarlia- 
ment by 3.94 per cent. Of course, 
this in itself is a large enough “swing" 
for a party whose majority in seats w^as 
always based on a minority of votes 
and on an intricate federal balance in 
which its position in some of the States 
was precarious. Furthermore, as the 
behaviour of our national sample shows, 
the party sufferctl a massive defection 
in 1967, which was made up m part 
by an entry of new voters and by some 
defection from the Opposition. With 
all this, however, the Congress party 
in 1967 did manage to survive as the 
dominant force in Indian politics and to 


provide continuity in terms of govern¬ 
mental power and ideological consen¬ 
sus through its majority in the natio- 
Tial Parliament. What is perhaps of 
still greater interest, despite a clear 
trend of disaffection among several 
strata of the population exhibiting cer¬ 
tain socio-economic and altitudinal 
characteristics, the party also managed 
to draw its support suificiently widely, 
cutting across such divisions. Thus, 
while the urban vote went against the 
Cougiess, 31 per cent of urban voters 
voted for it; while its draw was low¬ 
est among the highly educated, 34 per 
cent of this group voted for the Con¬ 
gress; while the young voters were the 
least inclint;d towards the Congress 
among all age groups, 34 per cent of 
the 21 to 25 year olds and 36 per cent 
of the 26 to 30 years olds still voted 
lor the party. Of those who were dis¬ 
satisfied with local and district offi¬ 
cials, more than 35 per cent each 
grouping voted for the party; even 
among those who weie dissatisfied with 
their own financial condition 36 per 
cent voted for the party; and so did 
37 per cent of the “pessimists” in re¬ 
gard to the future. This is striking 
evidence of a political party’s ability to 
mobilise support across wide divergen¬ 
ces of social differentiation, states of 
opinion, and psychological orientations. 

The factor that has provided stabi¬ 
lity to the Indian political system des¬ 
pite the momentous changes through 
which it is passing — and the inhe¬ 
rently “destabilising" consequence of 
these changes — is “parly loyalty” or 
what, in the literature of social scien¬ 
ces, has come to be known as “party 
identification”. Increasing politicisa¬ 
tion, the growth of new values and the 
permeation of secular symbols and in¬ 
stitutions at all levels of society have 
given rise to new forms of identifica¬ 
tion which cut across other differen¬ 
tiations and bonds. In India, in the 
absence of the strength of other asso- 
ciational forms and under conditions 
where the political arena has taken on 
such a catalytic role in the process of 
modernisation, political parties pro¬ 
vide symbols for such an allegiance 
and identification. And among these, 
the Congress party has provided the 
most sweeping point of reference — 
endowed with both historical legitima¬ 
cy and contemporary meaning.^* 
Other parties are also gradually ac¬ 
quiring their share of partisan com¬ 
mitments. But the share of the Con¬ 
gress, as a focus of alliance and 
identification, is still very large and ac¬ 
counts for the stability and continuity 


of the system. 

Identification with a party is, of 
course, not the same thing as voting 
for it. One is a psychological mea¬ 
sure of loyalty, the other an act of 
choice at a particular moment. And 
there is usually some discrepancy be¬ 
tween the two, depending upon tran¬ 
sient circumstances, local factors, and 
the immediate appeal of an election. 
But it is the relationship between the 
two measures that provides a inflection 
of stable orientations. 

Table 14 presents this relationship in 
respect of the 1967 voters and our 
typology of 1962-67 shifts. Of the 
electorate, 43 per cent “feels close to” 
the Congress party, the second closest 
being Jan Sangh with 7 per cent and 
the others trailing behind. (See the ex¬ 
treme right column.) When we consi¬ 
der the 1967 voting preferences of the 
identifiers, we find that 72 per cent of 
those who feel close to the Congress 
party voted for it 1967. The propor¬ 
tions for other parties aie also qnita 
high, the highest congruence between 
identification and voting being for the 
regional parties and the lowest being 
for the Swataiitra party a sizeable sec¬ 
tion of whose identifiers voted for the 
Congress party in 1967. But, whereas 
then* is a relatively close relationship 
between identification and voting, it is 
only for the Congress party that such a 
relationship has acquired high stabi¬ 
lity. More than 50 per cent of those 
wfio identify with the party are “re¬ 
gulars”; that is, they have voted con¬ 
tinuously for it. For none of the op¬ 
position parties is this the case, the 
closest being the Communist parties 
39 per cent of whose identifiers were 
“regulars”. (And this figure includes 
switchers from CPI to CPM and vice 
versa) The lowest proportion, once 
again, is in the case of the Swatantra 
party. To present the same relation¬ 
ship conversely (by reading the per¬ 
centages column-wise in Table 15), of 
those who voted regularly for the 
Congress party, 76 per cent “felt close” 
to the party. Party identification, at 
least in the case of the Congress Party, 
appears to induce a high degree of 
congruent behaviour at^^a fairly large 
aggregate rate, thus produdng a 
“stability effect” despite many other 
factors making for disturbance In 
voting patterns. 

Table 15 provides us with some de¬ 
tail in respect of party loyalties. It 
will be seen that, whereas a very large 
percentage of different types of Con¬ 
gress voters (regulars, defectors^ and 
new voters) identify with the partyt 
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identification with otiber parties pre¬ 
sents a more varied picture and pro¬ 
duces different results. Thus, while 
among the Opposition regulars there 
are many more identifiers with the two 
Communist parties and the regional 
parties, among the defectors the 
Rightist parties have deveIoi>ed better 
voter commitments. The Socialists fall in 
between the two. It appears that stable 
identifications — and thus presumably 
a more stable voting pattern and a 
more cohesive support base — have 
been developed more by the Left par¬ 
ties than by those on the right which, 
at least till 1967, presented a free 
ride to whoever was discontented with 
the Congress party. It may be men¬ 
tioned, however, that among the Right¬ 
ist parties the Jan Sangh has developed 
a firm base in terms of voter identifi¬ 
cations. But onr data suggest that this 
is largely limited to the urban lower 
middlo classes. 

A few other comments on party 
identification and voting behaviour are 
suggested by our data. (See Table 
14.) Of those who identify with the 
Congress party, 5 per cent “defected” 
from it; their reasons for doing so 
must evidently be quite strong in this 
“upset election" for the Congress par¬ 
ty. What is equally revealing — and 
should sober the ^complacent leadership 
of the erstwhile united Congress — 
is the fact that another 5 per cent of 
the Congress party identifiers turned 
out to be “dropouts"; the party ma¬ 
chinery must have been truly dor¬ 
mant not to be able to mobilise its own 
clear supporters. Together, these two 
facts suggest the confounding combi¬ 
nation that 1967 brought to the fore 
— a decline in not only the Congress 
party’s popularity but also in its owti 
vigour and vigilance. Symbolically 
speaking, it was not only that Kamaraj 
lost out to a young and unknown stu¬ 
dent leader; he also relied far too much 
on his “vote-getters" who had lost 
touch with the people. 

UNC-OMMinTiD V(-) i F.ns 

On the other band, another finding 
that our data bring forth is that there 
is still a sizeable stratum of the Indian 
electorate (nearly a fourth of the total) 
that is “uncommitted" and, although a 
good proportion of the Opposition vote 
came from this stratum (a little less 
than 40 per cent of the uncommitted 
voted for the Opposition), this support 
cannot be said to be firm. Thus, while 
on the one hand party identification for 
various oppositton parties is clearly on 
the upswing, a large part of their 


“catchment area" is still from the poli¬ 
tically uncommitted and “floating" 
voters. The often commented failure 
of opposition parties to develop a firm 
electoral base and stay put in the same 
constituencies is reflective of this phe¬ 
nomenon of a rather shallow base in 
the political psychology of the people. 
Hence the frequent resort to short¬ 
cut formulae around some variant of 
“anti-Congressism". By contrast, the 
Congress can still draw upon a large 
territory of party allegiance and com¬ 
mitment, part of which it simply fails 
to cash in on as is evident from die 
dropout iihenomenon in 1967. 

Futuhi: Voting Pattern 

Such a pattern of allegiant versus 
uncommitted support comes up a little 
more precisely in another part of the 
inquiry — viz, that dealing with the 
probable future. The findings on this 
have become especiaUy pertinent at the 
present moment when the country 
faces another general election. After 
ascertaining their party identification 
and their past and current voting 
( hoices, wc asked our respondents how 
they expected to vote in the future — 
would they vote for the same party 
or not? Considering the directness of 
this question, the results are rather in¬ 
teresting and confirm the general pic¬ 
ture wc have presented above in res¬ 
pect of identification with political par¬ 
ties. Table 16 presents these findings. 

As many as 54 per cent of the elec¬ 
torate gave a clear and unambiguous 
response that they would vote for the 
same party (that is the parly they voted 
for in 1967). Another 6 per cent stated 
equally unambiguously that they would 
not vote for the same party. Of those 
who committed themselves to vote for 
the same party, 54 per cent were Con¬ 
gress voters and 38 per cent Opi>osi- 
tion voters. But of those who would 
not vote for the same party again, many 
more were Opposition voters (47 per 
cent) than Congress voters (35 per cent). 
The same is the case with those who 
could not decide how they would vote 
in the next election; 46 per cent of 
these had voted for the Opposition in 
1907 and only 35 per cent for the 
Congress. Thus a much larger propor¬ 
tion of those who voted for the Opposi¬ 
tion were either not sure that they would 
vote for the same party again or h.ul 
positively decided against it. The same 
pattern continues when we examine the 
1962-67 voting trends. Of the 54 per 
cent of the committed voters who had 
decided to vote again for the Congress, 
as many as 38 per cent were regular 


voters for the party; whereas of the 38 
per cent who would vote for the Op¬ 
position again only 11 per cent were 
regular Opposition voters: 14 per cent 
were new voters and another 13 per 
cent had )ust defected to the Opposi¬ 
tion ranks. 

The upshot of all this is a high 
degree of party commitment in the 
Indian electorate of which the most 
predominant and most stable focus of 
loyalty is the Congress parly. The Op¬ 
position has also developed a core of 
committ(‘d voters who were, of course, 
distributed over many parties. But as 
many as 39.3 per cent of Opposition 
voters (as against 26.2 per cent of 
Congress voters) were either not sure 
of how they would vote again or had 
decided not to vote for the same party 
again. 

Actually, despite a firm base of the 
Congress in the electorate in terms of 
party commitment as w'ell as the exis¬ 
tence of a sizeable proportion of vot¬ 
ers committed to Opposition parties, 
there is still a large section of “floating 
vote" in the Indian electoral system. 
.\lmost a fourth of the electorate was 
undecided on how it would vote in the 
next election. As mentioned above, 
many more of these floating voters 
went against Congress in 1907 than for 
Congress. The point that the Opposi¬ 
tion vote is based on less positive com¬ 
mitment to the parties voted for, than 
is the case with Congress voters, has 
also an obverse to it which the Con¬ 
gress organisers need to grasp: the 

Opposition is better able to mobilise the 
floaters than is the Congress party. It 
is true that, even though they voted for 
the Opposition in 1967, they were im- 
decided about how they would vote in 
the future. But the indecision cuts 
both ways. In any case our data sug¬ 
gest a large stratum of uncommitted 
voters. Add to this 17 per cent of 
“apathetics", i e, the habitual non-vot¬ 
ers and the “don’t know" and “not 
ascertained” respondents. 

Here is a large mass of potential 
supporters whose actual vote in the 
next election will depend on (i) the 
image that the rival parties project, (ii) 
the ability of their electoral organisa¬ 
tion to mobilise th<!se voters and (iii) 
the degree of voter turnout. In the 
1971 Parliamentary election, which is 
not likely to have a much larger voter 
turnout than in 196T, and in which 
party organisation is in a languid shape 
for most of the parties, the image and 
appeal of parties and personalities will 
determine more than anything else the 
actual “swing" that takes place on the 
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basis of the Tnobllisation of these float* 
ers. 

In an election which is likely to be 
pitched to the demand for a clear man¬ 
date for the Prime Minister and her 
party on the one hand and an all-out 
offensive of the alliance parties against 
her, the behaviour of the “floaters” will 
perhaps turn out to be the chief de¬ 
ciding factor. 

On the other hand, for any party 
wanting at least to retain its previous 
support and to add more to it, the 
phenomenon of “dropouts” is something 
to be watched out against. Here, the 
need is less to convince voters whom 
to vote for, and more to persuade them 
to take the trt)ublc of going to the 
polling stations to stipport their own 
party. Again this has more of a lessxm 
for the Congress party than for others. 

Conclusion : Dimensions of 
Eijectoral Development 

Our analysis in this paper suggests 
tliat the country has entered a more 
active phase of politics, the voters are 
becoming aware of problems of policy 
and i)erformance, and the appeals that 
parties make must increasingly be bas¬ 
ed on concrete items of social and eco¬ 
nomic change and less and less on 
either vague njanifestoes or reliance on 
local party organisations and “vote 
banks” to deliver the votes, no matter 
w'hat the party appeal is. 

Ibere are tw'o dimensions of 
emerging electoral behaviour in In- 
dia^ one political, the other socio¬ 
economic. The first is the develop¬ 
ment of fiitn party commitments in 
the electorate. This is w^hat will pro¬ 
vide to Indian p<ilitics its stability 
and predictability.** The other is the 
dimension of comment and criticism on 
the niling party’s performance, discon¬ 
tent with the present and expectations 
from the future, and judgments regard¬ 
ing a particular party’s ability to deli¬ 
ver results. Whereas the first may be 
called the dimension of allegiancey the 
second may be called the dimension of 
deliberation. As one influences the 
other in successive elections, and as 
particular segments and attitudes get 
stabilised around this or that party, a 
still more clear profile of the Indian 
electorate vrill emerge, with less un¬ 
predictability than is the c^se at pre¬ 
sent. 

’The present paper has brought forth 
a series of general findings on the 
nature of political change which 1907 
brought about. While it underlined 
large shifts in electoral orientations and 
awareness, it also revealed considerable 


stability, loyalty and continuity in the 

system. The papers that follow provide 

a more precise profile of these deve¬ 
lopments. 
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VOtiNG IN INDlA^n 

Political Stratification of the Indian Electorate 

Bashiruddin Ahmed 

The outcome of any election is the product of the choices of politically active and motivated, 
voters as well as those of voters who are largely apolitical in their altitudes. The outcome of the 1967 
election has one meaning for the future if the setback suffered by the Congress party was the result of 
"peripheral* voters supporting the opposition parties and a totally different meaning if the Opposition 
successes were built on the support of the politically aware and active segments of the electorate. 

This paper attempts to stratify the electorate in terms of the degree of involvement in the political 
and electoral process. The author first looks at the distribution of the electorate by three dimensions 
of involvement: participation, interest and information. The three dimensions are then combined into 
a single measure of involvement to stratify the electorate. 


A GIVEN electoral outcome is a pro¬ 
duct of the choices and preferences of 
the politically active and motivated 
voters as well as the choices and pre- 
, fcrences of voters who are uninformed, 
disinterested and largely apolitical in 
their attitudes. The outcome of the 
1967 election will have one meaning 
for the future if the setback suffered by 
the Congress party was the result lar¬ 
gely of “peripheral” voters supporting 
the opposition parties and a totally dif¬ 
ferent meaning if Opposition successes 
were built on the siipjiort mainly of 
the politically aware, interested and ac¬ 
tive segments of the electorate. 

The paper on Jthe 1962-67 change 
has examined in some detail the cha¬ 
racteristics informing patterns of regu¬ 
larity and defection in respect of the 
Congress party and the opposition par¬ 
ties. I’he picture that emerged from 
that analysis is one in which, while the 
Opposition could muster support 
through defection from the Congress in 
active as well as peripheral segments, 
the Congress continued to enjoy a wide 
basis of voter commitment and loyalty. 
While this characterisation of the 1962- 
67 shift leaves an impression of an un¬ 
certain verdict, there is need to probe 
further into more long-term trends that 
are likely to set the pace for future elec¬ 
tions and provide an empirical frame¬ 
work for an adequate understanding of 
electoral and i)o]itical development. 
This and the next two papeis deal 
with three major dimensions of this 
framework — the operative stratifica¬ 
tion of the electorate in respect of its 
involvement in the political process, 
the“^ growth and development of parti¬ 
san orientations in this electorate, and 
the direction of such orientations in 
terms of the developing profiles of party 
support in the country. In this paper 
we shall deal with the first of these 
dimensions by identifying the relative 
Shse of different categories of citizens 
defined in terms of their degree of in¬ 


volvement hi the political and electfi- 
ral processes. 

I 

Citizen Involvement and Political 
Development 

The analysis of levels of involvement 
we undertake in this paper is based on 
the assumption that in India, as else¬ 
where, politics IS a remote phenomenon 
lor most citizens. Political matters 
(‘voke interest, concern and informed 
participation only irom a segment of 
the electorate, and it is this “involved” 
segment rather than the entire electo¬ 
rate which plays an important role both 
in elections and politics. 'I'o say this, 
however, is not to suggest that the mass 
of the citizeniy tloes not count. So 
long as people vote they are the ulti¬ 
mate arbiters of the competition be¬ 
tween parties. It is the choice they 
make on the election day which deter¬ 
mines, in the final analysis, who wins. 
The opinions they bold on issues, the 
attitudes they have toward various po¬ 
litical objects (w'hether or not these be 
Iiascd on adequate iniomiation or be 
accompanied by enough interest) 
count, in varying degrees, both at and 
hetw'een elections. The importance of 
the involved eitizais, on the other 
hand, lies rather in the influence they 
have on their less involved fellow-citi¬ 
zens. The opinions tlie mass ol the 
electorate holds, the attitudes it acqui¬ 
res and the choices it makes at elec¬ 
tions are in no small measure influenc¬ 
ed by the interested and knowledgeable 
citizens among it. It is to them that 
friends and acquaintances often look 
for advice and guidance. But even 
when the informed and the interest«*,d 
are not a natural reference group, they 
take the initiative as activists, and at¬ 
tempt to persuade others beyond their 
own personal circle, to look at politics 
the way they themselves do. 

The importance of the involved citi-. 
zens lies not only in the proselyUsing 


activities they undertake but also in the 
influence they exercise in the decision¬ 
making processes even beyond the 
elections. Whereas most citizens only 
vote, the activists do more. They join 
parties and associations, contribute mo¬ 
ney, participate in strikes and demon¬ 
strations, present petitions, and contact 
officials. In effect they vote not once 
hut many times. Tlicir relationship with 
their fellow' citizens, on the one hand, 
and the several ways in which they 
reach the decision-makers, on the other, 
places them in a x^osition of influence 
in the overall political processes of the 
system which others W'ho are uninvolv¬ 
ed or who merely vote do not enjoy. 
Llnle.'^s we assume that influence in the 
political system bears no relationship to 
participation, the size of the activist 
group and its composition deserve spe¬ 
cial attention. 

Continuum of Inw'olvement 

The electorate, however, is not divid¬ 
ed into two groups — the activists and 
the non-activists. Rather it is distribut¬ 
ed over a continuum of involvement. 
At one end of this continuum are those 
who do not engage in any activity at 
all, have no interest in politics and are 
uninformed. At the other end are in¬ 
dividuals W'ho have high levels of poli¬ 
tical interest and information and are 
highly active participanis in the politi¬ 
cal proc'esses. In Ix'tu'een these tw'O ex¬ 
tremes are found other citizens with 
varying degrees of involvement located 
at different points on the continuum. 
The electorate is not an undifferentiated 
mass of voters. On the contrary, it 
is an entity which is stratified on the 
dimensions of political involvement and 
hence political influence.* Thus one 
voter cannot be treated on par with 
another. The meaning of votes for or 
against a party, the switching of party 
allegiances between elections, or a 
particular distribution of opinions on 
an issue depend, therefore, on the pro- 
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portions in wliich the individuals Irom 
the different political strata arc involv¬ 
ed in each case. Our attempt in this 
paper is to delineate the structure of 
the elecUnate within which political at¬ 
titudes occur and electoral choices aie 
made and acquire meaning and signi¬ 
ficance for the system. 

In what follows we shall first look 
at the distribution of three dimensions 
ot involvement in the electorate — par¬ 
ticipation, interest and ml on nation — 
and then combine these three dimen¬ 
sions into a single measure ot involve¬ 
ment to stiatify the electorate. 

n 

Participation 

There are a variety of ways in w'hich 
citizens can pailicipate in the political 
processes of a society such as ours 
where a wide range of i)artieipatory 
institutions and meehanisms exist. 
Some of these are located witliin the 
electoral sub-system and soim; outside 
it. Put irrespective of where they aie 
located, all types ’ ot participatory acts 
are important. It is by engaging in 
some or all of these possible activitn's 
that citizens can exeieise varying de¬ 
grees of influence over political out¬ 
comes in the system, in tenns both of 
the selection of lulers and the policies 
and actions they pursue. To measure 
the extent ol paiticipation in the Indian 
electorate we collected data on 12 dif¬ 
ferent activities besides voting, covei- 
ing a wide spcctium of political acti¬ 
vity. These activities are listed in 
Table 1. Given the nature ot the stutly, 
nine of these are activities that link the 
citizens specifically to the electoral pio- 
cesscs of the system. But the inclusiun 
of the other thiee activities — mem¬ 
bership of a political party, contacting 
party leaders and contacting govern¬ 
ment officials for help in solving pro¬ 
blems — enables us to measure, rea¬ 
sonably well, the levels oi non-electo- 
ral participation in the electorate as 
well. 

Table 1 gives proportions of respon¬ 
dents engaging in voting and the other 
12 activities. Most striking aspect ol 
the Table is the vast difference in Ihe 
proportion reporting voting and the 
proportions reporting involvement in all 
other activities. Almost 79 per cent of the 
respondents reported that in the 1967 
elections they voted both for the Par¬ 
liament and the Assembly. Even after 
allowance is made for some over-report¬ 
ing, voting turns out to be the only 
form of activity in which a majority of 
citizens participate. The level of par¬ 


ticipation falls sharply once we move 
beyond voting. For the newt nine ac¬ 
tivities that measure the involvement of 
citizens ui the campaign the average 
late of paiticipation works out to only 
8 per cent, with the lowest rate being 
slightly over 2 per cent, in the case of 
raising money ^and the highest being 
slightly over 25 per cent for attendance 
at public meetings and rallies. With 
the exception of attending meetings and 
rallies, therefore, less than I in 10 poi¬ 
sons engage in any single campaign 
activity. 

A siniilai pattern of participation 
emerges for the non-electoral activi¬ 
ties. Neaily 8 per cent report rnein- 
hershi'i) in political parties and 9 
pel cent indicate that they have 
contacted party leaders foi help 
in solving problems. Only in the case 
of contacting government officials docs 
the levt'l of participation increase to 
nearly 20 per cent. With the exception 
of two activities — contacting govciu- 
ment officials and attending rallie.s — 
only a small part of the electorate, 
then, engages in iiny of the other acts ol 
political participation outside voting. 

SlXflLAH Pxi'JEllN 

These differentials between various 
tyiies of activities an* hioadly similar te 
those foimd elsewheie. Voting eveiy- 
where far outstrips all other types ol 
activities. Draw'iiig on the icsiilts of 
several sludi<*s in tlie Unit(‘d States, lor 


instance, Lester Milbrath has found that 
“Only about 4 to 5 per cent are in a 
pait>', campaign, and attend meetings. 
About 10 per cent make monetary con* 
trihutions, about 13 per cent contact 
public officials, and about 15 per cent 
display a button or sticker. Around 
2.5-30 per cent tiy to proselytise others 
to vote a ceitain way, and from 40 to 
70 per cent perceive political messages 
and vote in any given election."® For 
Britain Butler and Stokes found 3 pei 
cent of the national sample reporting 
participation in cainiiaign activities, 8 
per cent lepoiting attendance at elec¬ 
tion meetings and 12 to 14 per cent in¬ 
dicating mombership of political pai- 
ties,^ even though the average votci 
turnout was over 70 per cent for the 
elections in the last two decades. 

What the frequencie.s in Table 1 sug¬ 
gest then is that in India, us elsewhere, 
loi a majority of citizens voting piovi- 
iles the only opportunity to influence 
the political oiileoines in the system. 
And once we liiuve voting out of con¬ 
sideration tlie number of citizens with 
additional channels of influence ovei 
the deeision-rnaking process falls dias- 
lically. 

The first impression is that this is an 
elitist political order in which most po¬ 
litical activity and, therefore, political 
influence is concentrated in the hand.s 
of a few. This impression, howcvci, is 
based entirely on the freijnencies of 
each act, other than voting, given in 


Table 1 : Per Cent of the Elfci orate Eng aging in Acis of PARiiaPATioN 


Act Per Cent 


(1) Canvassing for candidates 9.0 

(2) Getting out the vote 6.8 

(3) Raising money 2.4 

(4) Organising meetings and rallies 5.9 

(5) Participating in processions and demonstrations 5.4 

(6) Distributing campaign literature 6.8 

(7) Other types of campai^ activity 3.5 

(8) Involvement in campaign through associations and groups 7.2 

(9) Attending public meetings and rallies 25.4 

(10) Member of a political party 7.8 

(11) Contacting party leaders for help in solving problems 9.0 

(12) Contacting government officials for help in solving problems 19.6 

(13) Voted in 1967 at both Parliamentary and Assembly levels 78.8 


Table 2 : Per Cent Active in Oettino Out the Vote Who Engage in Other 
More Frequent AcnvmEs ^ 


Involve- Party Contact- Canva- Contac- Attend- Votii 
ment in Mem- ing ssing ting ing (78. i 

Campa- bership Party (9) Govt Rallies 


Groups 


_ 02 )_ 

Getting out the Vote 

(6.8) _ 29.8 41.5 24.4 62.4 39.3 20.2 ^ 93.1 

Note: Percentages in parentheses are rates of peiforaunce of each activity. 
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Table 1. The total quantiini of parti¬ 
cipation and the way it is distributed 
in the electorate depend on the extent 
to which groups engaging in one acti¬ 
vity overlap with groups engaging in 
others. If this overlap is large, the rate 
of participation summed across the dif¬ 
ferent activities will only be slightly 
higher than the highest frequency for 
any single act. If it is only moderate, 
the spread of participation will be much 
wider than the simple frequencies of 
any of the twelve acts in Table 1 
would indicate. In other words, the ex¬ 
tent ol activity in the electorate, over 
and above voting, will depend on the 
.structure of pai'tiL'ipation in the coun- 
tiy.'* 

S'/nuc'njnE of PAamnrAiiON 

Existing literature suggests a “cumula¬ 
tive structure” of participation wherein 
those who perfonn acts tliat require 
luoie time, effoit and skills also perform 
all other acts for winch the cxjsts in¬ 
volved art* less. The opposite is also 
tiue: individuals who do not engage 

in activities that recj[uire a minimum of 
co^t in teims of time, effort and skills 
are most likely to stay away from the 
nioie "iictive variety of parlicipaloiy 
acts. As Lane has put it, 

”11 a pel son electioneers he is al¬ 
most certain to attend party meet¬ 
ings. If a iieison attends party 
meetings he is almost certain to 1)0 
among those W'ho contact public 
officials and other j^olitical leaders. 
If a iiersoii contacts public officers 
and leaders he is almost certain to 
be a member of some politically 
oriented .. . association. If a per¬ 
son is a member of such an asso¬ 
ciation he is almost certain to be a 
voter.” 

In short, 

“there is a 'latent structure’ pat- 


tcru in most ^pulations such that 
those who perform certain less fre¬ 
quent political acts are almost cer¬ 
tain to perform all the more fre- 
cpient acts. From least to most 
frequent these acts are: election¬ 
eering, attending party meetings, 
petitifming public officials, belong¬ 
ing to (luasi-political associations, 
and voting.”® 

W^iat is the empirical situation in 
India? Does the structure of participa¬ 
tion conform to tliese patterns? Table 
2 examines the proposition that “those 
who perfurm certain less frcfju**nt acts 
are almost certain to pcifonn all the 
more frequent acts”. We do not hive 
a single measure of involvement in elec¬ 
tioneering with which to test this pro- 
Iiosition. We have, therefore, taken 
“getting out the vote” activity to re¬ 
present electioneering and run it against 
the more fieipiently periormed acts to 
find the degrees of overlap that actually 
cxi.sts in our sample. The data in Table 
2 do not bear out Lane's proposition. 
Those who pt'i-fonn a less frequent act 
d(y not engage in all the more frequent 
acts. If the logic of the “latent struc¬ 
ture pattern” were operating, the pio- 
portion of those active in “getting out 
the vote” should have increased as we 
moved from the low frequency acts to 
high frequency acts airanged from left 
to right in the Table. On tlie other 
hand, while 93 per cent of tliose active 
in “getting out tin* vote” engage in 
voting, which is the most frequent act, 
only 20.2 per cent ol them attend elec¬ 
tion rallies, the m-.\t most frequent act, 
and 39 per cent in contacting govern¬ 
ment officials, the third most freriuent 
act. As against this, 62 per cent parti¬ 
cipate in canvassing and 41 per cent 
are party members when the rate of 
performance of these activities is only 


9 per cent and 8 per cent respectively. 

Tliere is, apparently, a certain degiee 
of randomness in the way people en¬ 
gage in different participatory acts. A 
closer look at the data, however, sug¬ 
gests that if there is a clustering effect 
it probably occurs more within a set of 
participatory activities that are similar 
in form rather than across the full 
range of participatory acts, whatever be 
the frequency of their performance. 
Support for this view comes from the 
difference in the extent of overlap be¬ 
tween getting out the vote and canvas¬ 
sing, which are rather similar activi¬ 
ties, and getting out the vote and con¬ 
tacting gov<Tmnent officials, which have 
not much in common (see Table 2). 
While 62 per cent of those who are 
active in getting out the vole also par¬ 
ticipate in canvassing, only half that 
proportion engage in contacting govern¬ 
ment officials. 

No Evidence of CxJMULATtoN 

Table 3 examines tliis possibility fur¬ 
ther on the basis of additkmal data. It 
presents correlations among twelve of 
tlic thirteen acts of participation. The 
first seven activities in the Table are all 
electoral activities that involve direct 
and active participation in the cam¬ 
paign. Tlie next two activities — in¬ 
volvement in the campaign through 
voluntary groups (protes.sion, cultural, 
ethnic) and attending campaign rallies 
— arc also t'lectoial activities but of a 
diffeient order. Tbcy differ from the 
first group in the level of initiative re- 
(luired imd the investment of time, ef¬ 
fort and skills that they demand. As 
against these, party membership stands 
on the borderline of electoral and non- 
electoral activities. As a role it is more 
enduring than that of the campaigner 


Table 3 : Correlaiions amongst Twelve Acts of Participatfon 


(Pearson's R) 



1 2 3 

4 5 6 

7 

8 9 

10 

11 

12 

(1) 

Canvassing — .692 . 461 

.658 .615 .710 

.425 

.201 .368 

.366 

.139 

.112 

(2) 

Getting out the vote . 471 

.624. .568 .629 

.339 

.182 .318 

.329 

132 

.126 

(3) 

Raising money 

.512 .464 .513 

.340 

.150 .176 

.271 

.071 

.052 

(4) 

Oi^ganising meetings 

.657 .626 

.322 

.207 .329 

.356 

.119 

.092 

(5) 

Participating in processions 

.615 

.303 

.222 .300 

.342 

.079 

.091 

(6) 

Distributing campaign literature 


.396 

.168 .316 

.354 

.113 

.083 

(7) 

Other types 6t campaign activity 



.145 .213 

.242 

.050 

.049 

(8) 

Involvement in campaign through associations 








and group.s 



.127 

.102 

.086 

.064 

(9) 

Attending public meetings and rallies 




.254 

.135 

.091 

(10) 

Party membership 





.143 

.108 

(11) 

Contacting party leaders for solving problems 






.291 


(12) Contacting government officials foi solving 
problems 
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but it shares with the latter the res¬ 
ponsibilities that partisanship entails at 
the time of elections. Even this par¬ 
tial similarity', however, disappears as 
we move to the last two activities — 
contacting party functionaries and con¬ 
tacting government leaders for solving 
problems. The focus of these activities 
shifts completely from electioneering to 
pioblenn solving. So does the time 
iranie in which they occur. While 
campaigning is necessarily tied to elec¬ 
tions, no such link exists between con¬ 
tacting and elections. 

Table 3 brings out more clearly than 
Table 2 the close relationship between 
similar activities. The magnitude of coi- 
relations among the first seven activities 
that aie similar in form is, for instance, 
substantial with an average co-efficient 
of 521. It goes down to .402 when the 
. in'\t two electoral activities aic includ¬ 
ed and drops to .291 when the three 
remaining non-electdral activities arc 
addeef. Commulation of activity, then, 
is high<"st lietween similar acts and 
1 educes almost consistently as the diffe- 
icntes in the iiatine of activities in- 
cieases. Tins is paiticulaily stiikingly 
demonstrated in the couela;.ons b<‘- 
tvxeen mamtestly dissimilar acts. The 
lowest LO-efficieiits in the iiiatiix aie lo» 
th<* leiationship between all electoral 
activities, on the one hand, anil the 
“contacting" variables, on the other, 
with none of the co-f‘fficients being 
highei than .139. In other words, citi- 
.^eiis who engage in one electoral acti¬ 
vity aie more likely to engage m other 
electoral activities rather than engage 
in contacting, a non-electoral mode oi 
participation, and vice versa. 

Decree of Spec iai isaiion 

In sum, the structure of participatiim 
that emerges frotn our analysis is dd- 
lerent Irom the one suggested by exist¬ 
ing literature. There is no evidence of 
cumulation of activity across the wholt* 
spectrum of participatory acts. On the 
other hand, the tendency is for citizens 
to cluster their activities by type, lead¬ 
ing to what in effect amounts to a fair 
degree ot specialisation in society in the 
perfoiinance of various acts. Some par- 
ticipati* directly and actively in elec¬ 
tioneering, some contact government 
officials and party leaders, and yet 
others participate in politics through 
party membership. Even though there is 
some overlap in tlie performance of dif¬ 
ferent types of acts, it is not such as to 
indicate concentration of all non-voting 
activity in the hands of a few. In fact 
it Suggests that as a result of speciali- 
sab'on in the performance of political 


acts different individuals and probably 
different social groups in the electorate 
manage to get access to, and influence 
in, the decision-making processes of the 
system. As a result, there is a much 
wider distribution and a greater amount 
of participation in the Jndiati electorate 
then the simple fiequencies in Table I 
would lead one to expect. 

Let us then look at the level and 
distnbution ol activities in the electo 
late when paiticipation is defined as a 
siimination of the different acts. Tak¬ 
ing the seven electoral activities fii.sl. 
the total amount ot participation woiks 
out to 11 i)er cent, an inciease of only 
2 per cent over the highest frequency 
(of 9 per cent) lor canvassing (see 
Table 1). When tt> these the other two 
electoral activities — involvement in 
campaign thiongh associations anil at¬ 
tending rallies — are aildeil, the amount 
of paiticipation incicases to 32.5 per 
cent. And when the remaining three non- 
electoral activities are included, the to¬ 
tal amount ol participation turns out to 
be 47 per cent. That is, almost half ol 
the Indian I'lectoidte paiticipales in po¬ 
liticos in one or more wavs other than 
voting. But the number of acts m 
which this pait of the electoiate parti¬ 
cipate IS not very evenly distributed. 
Nearly 27 per eent toigagcs in one ac¬ 
tivity’, approximately 12 per cent in two 
activities, and the remaining 8 per cent 
Ml 3 or inoie activities. 

KxrF.M OF PAiinrirAiioN 

If voting is also included in estimat¬ 
ing participation, the total amount of 
participation increases substantially, 
with only minor changes in its pattern 
of distribution. Taking out the overlap 
between voting and other activities, thi* 
j^roportion of the electorate that enga¬ 
ges only in voting turns out to be 36 
per eent. Thus 84 per cent ot th< 
electorate engages in one or more poli¬ 
tical acts including voting. 

The distribution of the electorate bv 
the number of acts porioiined is given 
in Tabic 4. A little over 16 per cent 
of the total electorate turns out to be 
passive. These are citizens who by and 
large neither vote nor engage in any 
other activity. But if they vote, as 6 
per cent among them do, they vote 


only at Assembly or Parliamentary 
level. The ne.xt category consists of 
those who engage in only one activity: 
36 per cent among them only vote and 
5 per cent among them (who are non¬ 
voters) engage in just one of the other 
twelve activities. In the remaining 
categories in the Table are those who 
vote and engage in one or more of the 
other activities. If one were to describe 
the Indian electorate in terms of parti¬ 
cipation, one would then say that well- 
nigh half the electorate consists of low 
participators w'ho either do nothing oi 
merely vote. While the latter do par¬ 
ticipate, their level of participation is 
tfw* very minimum. “To influence the 
course of events . . as Key points 
out, citizens “must bestir thi'roselves To 
do far nioie than vote."* 42 per cent 
of the Indian electorate seem to do 
this. Nearly 33 per cent of them do 
so model ately 0)y engaging in one to 
tw o ac'tivities other than voting) and 
9 per cent go beyond this level by en¬ 
gaging in three or more activities, 
mierging thereby as the main group of 
activists in the electorate. 

Ill 

Interest and Information 

Theie is more to political involve¬ 
ment than mere acHvitx'. The meaning 
of participation and its import for the 
system depends not only on its extciit 
Imt also on the levels of interest and 
mfonnation that accompany it. Voting 
by an unfnfonned and disinterested 
voter, for instance, is a qualitatively 
difleient act than voting by one wlio 
is aware of the objects in his political 
environmc'nt and is psychologically in¬ 
volved by the events and outcomes in 
the system. In one case the citizen 
votes probably because he is manipu¬ 
lated by a local influential or a politi¬ 
cal “broker"; in the other the citizen's 
participation is based on his own sub¬ 
jective state ol feeling and understand¬ 
ing of why he should participate and 
what he will get out of politics. In' the 
first case, the voter’s expectations of re¬ 
wards and benefits come to be asso¬ 
ciated not primarily w'ith parties, ui 
with the gencidl outcomes in the elec¬ 
toral and political system, but with 


Table 4 : Levels of PARTicn»ATioN in thf Indun Electorate 



Non-Parti- 

Participate 

Vote and 

Vote and 

Vote and 


cipants 

Only in One Participation Participate 
Activity in Other in 2 Other 

Activity Activities 

Participate 
in 3 or More 
Activities 

Per Cent 

16.5 

41.4 

21.1 

11.9 

9.1 

N 

322 

809 

412 

233 

176 
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Coming of age 
today, the 

Repnidic entos... THE^E 

OF 

REFINEMENT 


Gieetings from 
a Giant Infimtf 



Onr beloved Indian Republic is 21 today 
Of age, all Set for greater strides. 

And we know what it's like to come of age. 

For. in Its own way. MRL has achieved 
maturity in less than 21 months! The 
refinement started right from the 
inauguration—on September 27. 1969. 

And this giant, sophisticated, 

Rs. 43> crore refmery complex has never looked 
back since! Starting with six products, 

MRL today produces: 

GASOLENE • KEROSENE • DIESEL 

• JET FUEL • AVIATION TURBINE 
FUEL • COOKING GAS e NAPHTHA 

• LUBE BASE STOCKS • ASPHALT 

• SULPHUR • INDUSTRIAL FUELS 
...to refine homes, industry, transport, 
agriculture. 

And. in the process, MRL is proving to 
be the nucleus of a developi^ 

Rs 500-crore industrial belt. 

MRL—PARTNER IN NATIONAL 
GROWTH ft REFINEMENT! 










Table 5 : Levels of Interest and Information in the Indian Electorate 

(Per Cent) 



Low 

Medium 

High 

Total 

Interest 

42.0 

34.7 

23.4 

100 

(N = 1971) 

Information 

34,3 

40 4 

25 3 

100 

(N--1952) 


those who manipulate his votes. Jii 
the second case, it is the government 
and the political parties that are salient 
to the voter, with both his hopes and 
c.xpectations and his evaluations diiec- 
ted toward them. The first path to 
participation leads to private politics in 
which political processes come to seivc 
not the public interest but the personal 
and private ends of brokers and paity 
leadeis. The othei makes possible 
trpen politics in which citizens interact 
more or less directly with their repre¬ 
sentatives with ceitain demands and ex¬ 
pectations, and rewaid or punish them 
for thoir performance in government ci 
opposition. The meaning of, say, the 
1907 election and the kind of shift in 
part>’ position it brought about can be 
better guaged if we have some i<lca 
about the extent to which inte^'^st and 
information accompanies participation 
in the Indian electorate. In strati¬ 
fying the electorate in terms of 
political involvement, therefore, both 
the level of intere^^st and of information 
will be taken into consideration. 

Interest and information of the indi¬ 
vidual are measured here by two dif¬ 
ferent scales derived thiough principal 
component factor analysis. The inter¬ 
est scale is based on thiee items tap¬ 
ping interest in politics in geneial, in¬ 
terest in the election campaign, and 
concern about the outcome of election 
in the respondent's constituency. The 
information scale uses items that get at 
the respondent's knowledge of the num¬ 
ber of candidates tor Assembly and 
Parliament and his ability to identify 
correctly the winning candidate and 
the runner-up at both these levels. 

Stratification in terms of these scales 
is shown in Table 5. The “high" 
category, in the case of informab'en, 
consists of those respondents who were 


Table 6 : Relationship bftween Mea¬ 
sures OF PARTICrPATION AND POLITICAL 
Interest and Information (gammas) 



Voting 

Commulative 
Index of Parti- 



cipation (ex¬ 
cluding vot- 



ing) 

Interest 

.32 

.63 

Information 

.47 

.43 


able to identify the winner and the 
runner-iip for the Parliament and the 
Assembly coriectly. and had maximum 
know l<*dge alioiit tlu* number of con¬ 
testants at these two levels. For ii.- 
t(^i est, the “high" (ategory consists of 
those who indicated their concern ab(/Ut 
the outcome oi the election in their 
constitncncA and ri^portcd a great deal 
ol interest m both the election cam¬ 
paign and iiolitics in general, or inch- 
rated some inteiest in one and great 
deal in the other. I'or both variable^, 
the “low/" category' denotes total ab¬ 
sence oi information and interest. Tn 
both cases, tlie respondents in betw'een 
the two cxtiernes weie placed in the 
“inediiiin” category. 

With our measiiies ot interest and 
iiifoimation and the tutting points we 
use, the amount and distribution ui tlu' 
tw o characteristics in the sample turn 
out to be almost similar. Although the 
incidence of information in the sample 
is slightly higher than that of interest, 
m both cases over half the electorate 
has at least some interest and some 
knowledge. Similarly, 25 per cent and 
23 per cent of the sample fall in the 
"high" category lor mfoimation and 
interest respech'v^ely. In other woids, 
one in every four Indians qualified to 
vote has a very nearly complete picture 
of the competitive situation in his con¬ 
stituency and more or less the same 
proportion is psychologically involved 
to a considerable extent in the electo¬ 
ral and political processes of the sys¬ 
tem, while another one in three exhi¬ 
bit tht'se chai aotei istics in moderate 
terms. On the other hand, it is impor¬ 
tant not to lose sight of the tact tliat 
34 per cent of the sample have no poli¬ 
tical informaUon and 42 per cent have 
no interest at all. This is because even 
while 50 to (k5 per cent of the sample 
have some interest and some informa¬ 
tion, the proportion of those who draw 
a blank on these measures remains 
quite substantial, giving rise to the 
possibility of pai ticipation by citizens 
in polib'es with little or no inteic-st and 
information. 

This is particularly true of voting. 
Table 6 presents the gamma co-effici¬ 
ents of relationship between voting and 
a cumulative index of political acti¬ 


vity (excluding voting), on tbe one 
hand, and interest and infoiTnation on 
the other. As the Table shows, the 
magnitude of co-cfficients between in- 
tcTest and the cumulative index of 
particii^ation is almost double the co¬ 
efficient for voting and interest. It is 
equally important to note that the cor¬ 
relation between voting and interest is 
only moderate and the correlation bet- 
w^een voting and iniormation, though 
highci than that for voting and inter¬ 
est, is not very substantial either. To 
expicss these relationships in terms of 
pcKi ritages, 38 per cent of those who 
votetl both at the Assembly and Parlia- 
mt‘ntai> levels in the 1967 elections 
had no interest and 29 p<*r cent had 
no iiiloimation alioiit the competitive 
situation in their constituency. On the 
other hand, in striking conhast to the 
voteis. only 3 per cent of the activists 
who fall in the top category of the 
cimiulafive index of participation 
olhei than voting repoit no interest 
and 10 per cent turn out to have no 
intonnation. Though the differences 
in levels ol iniomiation and interest 
Ixitween the voters and those who en¬ 
gage in othei activities narrow down 
considerably when we take the middle 
catcgoiy ol the participation index, the 
latter still have an edge oyer the former 
on both these variables. That is, 24 
per cent of those in the middle cate¬ 
gory of the index of non-voting activi¬ 
ties have no information and 28 per 
cent have no interest. On the whole, 
there is a gi eater tendency in indivi- 
dii.ds low on subjective involvement to 
vote tlian to engage in other types of 
pai ticipation. 

IV 

Political Stratification 

These vaiiations in interest and in- 
lorrnation are taken into account at 
each level of participation in stratilying 
the electorate in terms of political in¬ 
volvement. Those who merely vote, for 
instance, are plated high or low in the 
scheme of stratification on the basis of 
tile amount ot interest and information 
they possess. The same is done hi 
the case ot all other acts, giving 
w’(‘ightage, iis it w^erc, to activity in 
tenns of Jevtds of interest and informa¬ 
tion. The lesults obtained through 
this procedure ore presented in Table 
7. We divide the electorate into five 
stiata with those exhibiting the lowest 
levels of involvement on the extreme 
lett and those with the highest level 
on the extreme right of the Table. 

The combination of political charac- 
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TaBL^ : DlStRlBUTlON OF THE ELECTORATE BY DIFFERENT POLITICAL STRATA 


(Per Cent) 





S t r a t 

a 




Low 

1 

Apathetics 

2 

Peripherals 

3 

Spectators 

4 

Auxiliaries 

High 

5 

Politists 

Total 


20.8 

20 0 

29 8 

17.6 

11.8 

100 

N 

401 

385 

573 

340 

227 

1926 


tciistics represented by mtUvitluals in 
each stiatiiiii is JlIi'vcmi beluw in an as- 
cendni^ orch'i ol involvement. 

Stiatuni 1. (Jjouj'st ]evi*l ol involve¬ 
ment.) Thos<* who are not involved 
l)s>'ehoIoji'jejll\’ m polities and engage 
m no aetivit>. Or, if lliey do en¬ 
gage in activity, th(\v only vote with¬ 
out any political involvement. 

Stiatum 2. Those who only vote and 
have mtlier some knowl<‘dge or some 
information. 

Stratum 3. Those who only A'oti* and 

have some intiTest and inlonnation, 


4, on the otlwT hand, are much more 
involved both psychologically and b^*- 
havionially in the processes of the sys¬ 
tem than the spectators, Imt even they 
are not as ai tive as those in Stratum 5. 
7'lie\ mav Ix’ ealh’d "auxiliaries" to the 
jeal aetojs It is in Stiatum 5 that 
these actois, tlie "politists" in the arena 
are located. They are the people who go 
lojlh into the political fray, oigaiiisi' 
political c-ombats and participate in 
them, s(‘eking auxiliary support, as it 
were, from those m Stratum 4. But it 
is these two gioups, constituting about 


than a temporary movement away from 
the Congress, it will be reflected in the 
changes in part>' loyalties and the di* 
rection of vote of those who are more 
than mere ".spectators" in the political 
arena. 

Notes 

1 For an illuminating discussion of 
political stratification, see V O 

J*'. “Public Opinion and Ame¬ 
rican Democracy”, New York, Al¬ 
fred A Knopf, 1961, Chapter 8. 

2 Lester \V Milbruth, "Political Par¬ 
ticipation", Chicago, Rand McNal¬ 
ly and Co, 1965, p 19. 

3 David Butler and Donald Stokes, 
“Political Change in Britain", New 
York, St Martins Ih-ess, 1969. 

4 We must acknowledge our intel¬ 
lectual debt to Sidney Verba and 
Norman Nie. The analysis icport- 
cd in this section of the paper is 
based largely on their insights in¬ 
to the sti'uctiire of participation in 
the US reported in their recent 
work "Participation in American 
Political fafe’’, (forthcoming). 


airing wi'tli a lew who with moile- 
rate levels ol motivatinii, vote and 
engage in one other activity. 

Stratum 4. I’ho.sr* who vole and eiigagr* 
ill one or two othci activities with 
medium levels of iiiteiest atid infoi- 
iTiation. 

Stratum 5. (Highest h^vol of involve¬ 
ment.) I’hosii who vote and engage 
in two activities with high levels of 


29 per cent of the electorate, W'ho toge¬ 
ther shape and influence political out- 
c'omcs. In seaichmg for the implica¬ 
tions of the 19GT electioirs, therelorr, 
it is to the attitude and preferences ol 
the "politists” and the “au.viliaries" in 
the idectorate that siH.‘cial attention will 
have to be givi n. For if tliere is iiioie 


5 Robert E Lane, “Political Life: 
Why and How People Get Involv- 
<*tl in Politics", New York, The 
Fre<; Piess, (l*apcrback Edition 
1965). pp 93-94. 

6 V'' O Key, Jr. “Politics, I'arties, and 
Pressure Groups", New York, Tho¬ 
mas Y Crowell Coinpaiiv (5th Edi¬ 
tion), 1964, p 593. 

7 Milbrath, oj) at, p 2(). 


inteiest *iinl iiifoimation, and all 
those who engage in three or more 


Aid to Agricultural Development Bank of Nepal 


activities with inodiuin or high levels THE Asian Development Bank recently of tractors and pump sets to lamieis 
oi intiMcst and inlonnation. approved a concessional loan of US who cultivate at least 10 hectares of 


As expected, the electorate is not 
distributed c*veiil> among the five 
stiata. A statistically significant num¬ 
ber ol citizens lend to be at the lower 
end of the stratification than at the 
higher end. The modal category is the 
middle stratum in w'hich almost on*' 
out of three citizens are located. In all, 
about 21 per cent of the elcctoiate con¬ 
sists of “apathetics" (Stratum 1), and 
anothiT 20 per cent (Stratum 2) con¬ 
sists of individuals who are only mar¬ 
ginally involved in the ixilitical proces¬ 
ses of society (“peripherals"). They 
are, as it were, on the peiiphery ol 
the politieal arena jiarticipating in it 
minimally as indifferent voters. The 
arena itself covers nearly 59 per cn-mt 
of the electorate which is distributed 
over the lemaining three strata. Of 
tliese, however, the 30 per cent in Stia¬ 
tum 3 are mere “spectators ’ who do 
no more than “cheer, transmit messa¬ 
ges ol advice and encouragement, and, 
at given periods vote to decide who 
has won a particular battle [elec¬ 
tions]".' The 17 per cent in Stratum 


$ 2.4 million and a technical assistance 
grant of LbS $ 146,000 to Nepal for an 
agricultural credit project to be caiTic<.l 
out by the Agiicultiiral Development 
Bank of Nepal (ADBN). The proceeds 
of the loan will be re-lent to ADBN 
by Nepal. 

To be tlrawn fiom the Bank's Spe¬ 
cial Funds resources, the loan w'ill 
bear an interest rate of 3 per cent per 
annum and will be repayable in 16 
y<‘ais including a four-year grace pe¬ 
riod. Thi’ loan will cover the foreign 
exchange cost of providing farmers in 
the central Terai region of Nepal wdth 
small and medium size tractors and ir¬ 
rigation pumps. The loan will benefit 
about 1,000 famieis and about 23,000 
hectan's in four selected areas. Abuut 
3«0 tractors and 1,160 irrigation pump 
.sets (both for ground and surface 
water), together with accessories and 
spare parts, will bo acquired with the 
proceeds of the Bank loan. 

ADBN, the project executing agen¬ 
cy, will use the pruce^B of the loan 
to provide sub-loans for the purchase 


laiul with adequate irrigation facilities. 

The technical assistance grant will 
provide ADBN with the services tif 
three experts in development bank 
management and administration, in 
loan operation and financial analysis, 
and in agricultural economics with 
specialisation in appraisal techniques. 
The agricultural credit project is ex¬ 
pected to boo.st agricultural production 
and export earnings. 

ADBN was established in 1908 
(taking over the assets and liabilities of 
the fonner Co-operative Bank) with a 
view to improve the financing of deve¬ 
lopment in the agriculture sector. 
ADBN has an authorised capital of Rs 
5 crores of which Rs 1.8 crores has 
been subscribed. 

ADBN has been receiving technical 
assistance from the ADB since 1968 
when a four-member ADB team was 
sent to study the management, organi¬ 
sation and operations of ADBN and 
its relations with other agricultural cre¬ 
dit institutions In the country. 


259 



Partisanship and Political Development 

D L Sheth 


The stability and even the survival of Indians present political system will depend ultimately not on 
whether there are one or two dominant political parties or a number of competing parties, but on whether 
a large proportion of the voter population feels that it has a stake in the political system. In developing 
this stake political parties play a crucial role. 

Whether the acute problems economic development, gross disparities in income, regional im- 
balances and group deprivation will be worked out within the hounds of the present institutional 
framework, will depend on how permeable and adaptive the party structures are in absorbing vast peri- 
pheries of the population into their support bases and in effectively conveying the needs of the party 
supporter to the decision-making structures of society. 

This paper examines these hypothetical propositions in the light of empirical data gathered in a 
national sample survey of the 1967 general elections. Answers are sought to three specific questions. 
First, what proportions of the voter population exhibit commitment and loyalty to specific political par¬ 
ties? Second, do citizens manifesting committed or partisan attitudes and behaviour also possess other 
political characteristics, indicating a greater degree of political awareness and involvement, in contrast 
to those ivho are either low on partisanship or totally lack party identification? Third, does partisanship 
provide new and secular collective identifications cutting across varying social, economic and demogra¬ 


phic strata? 

IN a society where open and compe¬ 
titive politics is a relatively new phe¬ 
nomenon, political parties perform a 
crucial iunction for the institutionali¬ 
sation of the entire political system and 
lor the piocess of national integration. 
While competing among themselves 
for control of the power apparatus of 
society, they mobilise ever new groups 
from the ‘‘periphery*’ of the social sys¬ 
tem into the “centre” of organised po- 
htics. As primary agencies of politi¬ 
cal mobilisation they provide foci of 
durable political identifications among 
a large mass of hitherto apolitical vo¬ 
ters and make their participation in po¬ 
litical decision-making more meaning¬ 
ful and relevant. 

Tills is not only true of “national” 
parties but also of small regional par¬ 
ties and even parties espousing a tran¬ 
sitory interest or a temporary cause. 
The established nation-wide parties per¬ 
form tlie mobilisation function all the 
time, quite frequently by modifying 
their policy postures and programmes 
to suit local needs and issues. Often, 
however, their ideological and structu¬ 
ral rigidities do not permit them to be 
flexible enough to relate themselves to 
a variety of local and regional issues 
and to highly specialised ethnic and re¬ 
ligious interests that arise in a cultu¬ 
rally plural and socially diversified so¬ 
ciety like India. In such a situation, 
new political parties starting off with a 
regional base or propagating a speci¬ 
fic ethnic or group interest become in- 
stniments of political mobilisation of 
hitherto unrepresented peripheral groups 
in sodefy. As they get subjected to 
the compulsions of competitive poli- 
tics» whether these new political for¬ 


mations shed off their interest group 
character and become viable political 
parties with a differentiated support 
base* (jr eventually get absorbed into 
the factional structure of established 
nation-wide political parties, would 
depend on factors which we shall not 
examine here. The point we want to 
“inphasist* hero that, jf the process 
of dcmocratisation was to make head¬ 
way in this highly diverse society, if a 
variety of local issues were to be trans¬ 
lated in political terms, if diverse pa¬ 
rochial sentiments were to be woven 
into the idiom of national politics, and 
if numerous primortlial groups w(‘rc to 
!)(* luouGiht into the framcwoik of a 
common political discouise, the growth 
of many locally based political paiti’cs 
in India altiT Independence uas not 
only to l>e expected, but was indeed 
iicc'cssaiy. As the democratic luocess 
stretches out to the periphery, such a 
process r)f pluralist mobilisation Is 
likely to inciease in the first instance, 
and be rationalisi*cl into larger aad less 
numerous entities later on. 

It is interesting to note in this con¬ 
nection that the rise of a new party or 
the activisation of an old regional 
party has resulted in the mobilisation 
of hitherto untapped base of political 
support, such as the new sections that 
came up with the linguistically orient¬ 
ed regional parties in Mahaiashtra and 
Gujarat in 1957 or the DMK in Tamil 
Nadu, the alienated urban middle 
classes mobilised by the Jan Sangh, 
or the backward rural communities 
brought to the fore by the Swatantra 
party in Gujarat, the Soshit Dal in 
Bihar and the SSP in both UP and 
Bibar. It is found Biat a new party 


riKibilises politically donnant groups ir 
society and only maiginally cuts intc 
established support bases of existing 
political parlies. The splitting of dw 
CoTomnnist paitv into two major par¬ 
ties for example, has instead of frag¬ 
mentation of the Communist vote re¬ 
sulted in a major extension of leftist 
support thiough the growth of a new 
paity m the form of the CPI(M). The 
same has happened in respect of the 
spilt in the ranks of the Socialists 
with the SSP mobilising new strata ol 
the population in the nottheni States 
It follows, then, that before an> 
stable model of a party system is insti¬ 
tutionalised, the formal paity structu¬ 
res have to be linked up with the vast 
population ot voteis. both through ex¬ 
isting sub-systems of caste and com- 
niiinity and directly through pob’ti'cal 

identification ol citizens. This may 
eventually usult in a binning and 
merging of aitificial ))oundaries among 

political parties with similar kinds ol 

suppoil m the electorate. In other 
wolds, voter alignments, as expressed 
through persistent party pielerences of 
a large segment of voters from one 
election to anotlier and through grow¬ 
ing political identifications among the 
peripheral voter groups, would compel 
numerous political parties to reduce 
themselves into fewer, more viable and 
differentiated coalitional party struc¬ 
tures, di.stinguishable among themsel¬ 

ves less by regional or group identi¬ 
ties and more by political identifica¬ 
tion and interest perception of their 
supporters. Again, it will be prema¬ 
ture and in fact misleading to strait- 
jacket such a groiving phenomenon into 
any predetermined models of a two- 
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paity syster), multi-party system or 
one-party dominance system. (Thus, 
for instancij, it is possible to argue that 
iindi^r Louditions where new jn- 

to the svstem is tlie main eiit<‘ii()n, a 
two-paity system ma\ turn out to he iai 
more rigid than a system oi one or 
two large iiatiuii-v\ ide parties with a 
seiies ol niitldli* si/(‘ ,in<l small si/e n 
glonal parties.^) 

Any attempt to supeiiiiipose a model 
of a party systian deiived from the ex¬ 
perience of c.stahlished parliamentary 
democracies of the West on thi' pre¬ 
sent unciN slallised and rather fluid si¬ 
tuation of political competition and 
mobilisation in India is likely to be a 
prociiislean exeicise. What is needed 
for a realistic and empirically sensi- 
tiv(‘ inodi’l of a paily system in 
India is to cany out systematic empi¬ 
rical analyses on various aspects of the 
functioning of iiolitical parties and 
citizen oiientalions and behaviour 
connecting them '1 his will invoKo in¬ 
vestigation in a number of areas like 
organisational stnietuies, leadcrslup re¬ 
el iiitment. progiainmes and ideologies 
and electoral performance of difl^erent 
political pailits. We are not yet in a 
lX)sition to icpoit on all these aspects. 
What \\v intend to <'\ploie in this and 
the next papei aie two major foci of 
analysis which, we hope, would in¬ 
form model-bnilding mid theorising on 
the ]>aitv •>\stem ni India. '1 he fiist 
of these is the phenomenon of party 
identificalion or “j'lailisan" orientations 
among citizens. lhi'» we shall deal 
with in this papei. Hie second is the 
conciete hehiivioiiial niiinifcNt.ition ol 
the same piocess, nainr'lv the siippoit 
structure of difleient political parties. 
This w<* shall take up in the* next pajUT, 

I 

Citizen Partisanship 

In the lemaimler of this paper we 
intend to examine whctlun political 
parties in i call tv peifiirm tlie 1 unction 
of political mobilisation. We conceivi’ 
of political parties as opei alive stnictii- 
ral units ol the politu'al svstem whidi 
perform the iunetion ol drawling in 
ever more strata of the iiopulation from 
the periphery of society towards the 
centre of organised politics. Political 
parties, regardless of their organisa¬ 
tional and ideological boundaries, tend 
to increase and diversify the support 
base of politics, both through provid¬ 
ing reciimng channels to previously 
mobilised voters and by attracting ever 
new groups of citizens into the central 
political arena fiom one election to 


another. In the process the citizens 
come to develop political identifica¬ 
tions ,md interest perceptions, all 
ol w hi( h inform their preb’i- 
(Mui's 111 < lections as well as ♦^heir 

geneial behavimii in politics. The sta¬ 
bility and indeed the survival of a po- 
htit.il s\slem will depend ultimately not 
on wlietli<T then* arc one or two poli¬ 
tic.il paitics Ol m.'iny more parties which 
inav lead to an iiiaeasing reliance on 
(oalitioiial grivtunments, but on wdie- 
th(T a large pioportioii of the voter po- 
iml.ilion I's williin the political s> stem 
or outside* if. whe‘th<'r they feel a 
“st.ike in the system” or arc “alienated 
liom till* s\ stem". The on^ensiis'’ on 
the legitimacy of the representative 
system and its inlcs of the game can 
he estahlishc d only when a large seg¬ 
ment of the population has developed 
seculai collective identifications with 
political paities w'hich cut across pri- 
inoidial gioiiis indeiilifications. Whcthc-i 
the acute' problems of economic deve¬ 
lopment, gro''S disparities in income, 
legional imbalances and gtoui) depri¬ 
vation will be worked out w'ithin tlie 
fiamewoik of dc hioLialie institutions oi 
whether these piohlc'ins will undeimine 
tlie institutional aiiangemc'uts ol ck- 
mociacv wall ultimately depend on how 
pel me‘able and adaptive aie the party 
structure's in ahsoihing vast ijc'iiphe- 
ric\s of the population into their sup- 
jjcat shiictures and aie able to effc'cti- 
vely c'ommunicate their interests to the 
clecisioii-inaking structures of society. 
Thus for the processes of political de- 
veloiiment, parties exjnstitute a crucial 
independent factor in the “penetration” 
of the systetn from the centre to tlie 
peiiphcry and the “response” of the 
latter by being drawn into the niain- 
stieam of political .society.® 

Our purpose in this paper is to ex¬ 
amine these hypothetical propositions 
in the light of empirical data. This 
will involve answering tliree specific 
cjuestions: (1) What proportions of 
vc)tt3r population exhibit commitment 
and loyalty for specific iiolitical parties 
as against those whom political parties 
are distant and rather irrelevant ob¬ 
jects of social life? (2) Whether the 
citizens manifesting partisan attitudes 
and behaviour also possess other poli¬ 
tical characteristics indicating a greater 
degree of political awareness and in¬ 
volvement, as against those who are 
either low on partisanship or totally 
lack party identification? (3) Does par¬ 
tisanship provide new and secular col¬ 
lective identifications, so that it cuts 
across different social, economic and 
demographic strata within society? We 


shall try to furnish answeni to these 
questions on the basis of bur data of a 
national sample survey of the 1967 ge¬ 
neral elections. 

MeASUBING ClllZPJN Pabtisansixip 

In order to stratify the voter popu¬ 
lation of our sample according to the 
degree of their commitment and loyal¬ 
ty for specific political parties, it is 
nece.Sbary to evolve a measure of “par¬ 
tisanship”. Two separate measures are 
fretiuently suggested for this purpose. 
One is an attitudinal measure of 
party identification, based on responses 
indicating iisychological affinity of a 
voter for a political party. Another is 
a behavioural measure of party sup¬ 
port, based on a respondent's voting 
preferences at the polls. When a voter 
prefers a candidate of a specific party, 
as against those of the other parties or 
the non-party candidates, he is consi- 
sidered a supporter of that party. 

Although it can be generally assum¬ 
ed that those who manifest psycholo¬ 
gical identification with a party will 
tend to vote for that party, at the time 
of the eh (tioii several shoit-term influ¬ 
ences operate on the minds of voters 
which impinge on thesi* pre-existing 
party identifications. These short-term 
influences, such as the campaign, per¬ 
sonality of candidates, local conflicts, 
teinpoiary issues of an economic or so¬ 
cial kind, disc'ontent witli the govern¬ 
ment, and riding on the crest of these, 
the projection of alternative party im¬ 
ages by the leadership, can undermine 
more long-term party identifications of 
voters, especially of those whose iden¬ 
tifications are not strong enough to 
endure despite transitory pressures. 
While in a normal election such influ- 
t'nces arc not effective enough to pro¬ 
duce a major swing in voting preferen¬ 
ces, an election held under conditions 
of mounting hardship and cumulative 
discontent with the government, as 
was the case in 1967, or a “mid-term" 
<',lecfion sei'king a mandate on specific 
issues as will be the case with the 1971 
Parliamentary election, may result in a 
major swing. This swing is likely to 
be due to; (1) developing new partv' 
identifications among the non-identifi- 
(’is, (2) strrtigthening fhe identification 
of weak identifiers, and (3) effecting a 
significant deflection of votes of the 
strong identifiers themselves. Such an 
election may make paity identification 
by itself a rather poor predictor of the 
vote. 

While the corrdation between party 
identification and party vote is not in- 
significant in our electorate (rv^.6 for 
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Congress and Jan Sangh and .5 for 
other major parties), psydiological 
identification by itself cannot give us a 
reliable measure of partisanship. This 
is so not only due to the special na¬ 
ture of the 1967 general elections or 
the coming general elections, but also 
duo to the political character of the 
Indian electorate and the party system 
m general. In a society where political 
parties do not enter as elements of 
one's early socialisation in the family 
or peer group (as, for instance, is the 
case in the United States), but become 
meaningful only in one’s adulthood, 
largely through doctoral participation 
itself, party identification as verbally 
expressed cannot be taken as indicat¬ 
ing stable voting dispositions of the 
citizens. Moreover, there are numer- 
•ous political parties not clearly distin¬ 
guishable among themselves in terms 
of the ^ appeals they make and the 
image they project for die voters. To 
develop a fairly stable identification for 
one among these several parties re¬ 
quires a relatively high level of politi¬ 
cal awareness and involvement. Tn the 
absence of this, party identification as 
verbally expressed would remain fairly 
tenuous and would fail to inform vot¬ 
ing decisions of citizens in any stable 
and reliable manner. 

Similaily, voting for a particular 
party at an election is, by itself, not 
indicative ol a votei’s party suppoit. 
This is so for the simple reason that a 
voter while casting his vote for a spe¬ 
cific party is not necessarily auxire of 
kix preference for that party. It may 
either bo an act inducx^d by others — 
fellow castemen, village notables, fa¬ 
mily head or a ‘‘political broker" or 
an unthinking response to a variety of 
stimuli generated during the campaign. 
In other words, voting for a specific 
party at the polls does not necessanly 
indicate that a voter is conscious of his 
preference for dxat party over oth(*r 
parties and candidates, and tiius by it¬ 
self is not a good enough meastue 
partisanship. Any measure of parti¬ 
sanship of our electoiate, Uierefore, 
should be rigorous enough to Success¬ 
fully differentiate the leally stmog par¬ 
tisans from the weak partisans and the 
non-partisans. 

The above considerations have in¬ 
formed our q;>eraiionallsation ti the 
conc^t of partisansbi^pu Our hidex to 
maasure partisanship combtoes both 
attitudinal and bihffVloural OQf&pon* 
ents and is det(h|talely davbpd to 
differentiate plihpff partisans fimiBa dMi 
wedk ones^'and ^om non-partisaiii. llie 
Index Is baaed on faur d iff ew n t tans; 


1 whether a voter feels attached to 
a specific political party, 

2 how strongly he feeb this attach¬ 
ment, 

3 whether he actually voted in the 
1967 general elections for the party 
for which he expressed strong 
psychological attachment (we have 
used the 1 espouse for the State 
Assembly level), and 

4 whether in his future voting inten¬ 
tion he reveals an inclination to 
vote for the same paity or at least 
not casting his vote against this 
party. 

Operation«illy the index was evolv 
ed through a ‘Tunneling” device involv¬ 
ing a series of "steps". In the first 
step, by using the question, "Do you 
feci close to any specific party?”, par¬ 
tisans were separated from the non¬ 
partisans. Those who said that they 
felt close to a specific paity and also 
mentioned the name of the party were 
designated as "partisans’* and those 
who said no were designated as "non- 
partisans”. 'The second step consisted 
of picking up those from among the 
partisans who, on the next dependent 
question, "Is your pieference for this 
party vei> strong oi not very strong?”, 
replied that ibeii piefeieiicc was “veiy 
strong”. In the thud step, by using the 
questions, "Did you vote in the 1907 
election at the Assembly level? If yes, 
for which paity oi candidate?”, those 
who leported voting for any other 
party than the one they stiongly iden¬ 
tified with were dropped from among 
the "strong partisans”. In the fourth 
step, by using the question, "If you 
could vote again, would you still vote 
for the same P^trty or candidate?" 
those who expressed a clear intention of 
not voting for the party they strongly 
identified with and also voted for in 
1967 were again diopped Those wlio 
survived this four-step test were then 
identified as strong partisans and those 
who did not survive the full test as 
weak partisans, whereas those who at 
the very first step said that they did 
not feel close to any party were iden¬ 
tified as non-partisans. 

To repeat, 

A strong partisan is one who (1) 
feU clo^ to a specific party, ^ 
expressed that his attachment to 
that party was very tirong, (3) 
voted tor that party in 1967 (at 
the Assembly toel), and (4) was 
not disinclined to vote for the 
same party again In the next eleo* 
tion. 

A weak partisan is one who (1) in¬ 
variably felt attached to a speci¬ 
fic party, &) if he voted to tfaet 
party, expressed that his attach¬ 


ment was not very stxxmg, (3) did 
or did not vote tor the pally he 
felt attached to in 1967, and (4) 
m future might or ni^t not vote 
for the same party. Thus a weak 
partisan is one who is either psy¬ 
chologically strongly attacheci to 
a specific party or a voter of « 
specific party with future voting 
intention in favour of that party, 
but not both. 

A non-partisan is one who (1) 
invariably lacked in jisv c bologic il 
identification with any specific 
paity, (2) might have voted in tlie 
1967 election for a specific party 
and might have expressed a de¬ 
sire to vote for the same party in 
the next election, (3) or might 
have voted for a non-party candi¬ 
date in 1967, and/or (4) did not 
vote at all or, if voted, could not 
relate the name of the party (or its 
symbol) or the candidate he voted 
for. 

Applying this fairly rigorous testing 
pioccduie, we obtained the following 
proportions in our sample (N=sl971): 

Stiong Paitisaiis 36 pei cent 

Weak Partisans M per cent 

Non-Partisans 30 per cent 

These figures suggest that a substan¬ 
tial sc'gment of our voter population 

possesses a high degree of partisan¬ 
ship. Roughly speaking, one in every 
tliree Indian voters manifests strong 
partisan commitment and loyalty. Of 
the remaining two-thirds of the popula¬ 
tion, one-third is at least attitudinally 
inclined to favour a specific party al¬ 
though this inclination may or may not 
be backed up by voting preference in 
the past election and/or by voting in¬ 
tentions for future Sections. The 
Indian electorate^ therefore, is not a 
mass of free-floating voters who would 
only respond to inducements and 
pioinisos made at liie lime of the elec¬ 
tion A gicat iiiajontv of them have de¬ 
veloped partisan attitudes which are 
difficult to undermine by short-term 
campaign tactics of parties and can¬ 
didates. It also follows that in order 
to effect a major swing m the coming 
general elections in favour of one 
party or alliance, it has not only to re¬ 
tain the loyalty of its present identifi¬ 
ers but has also to make a big thrust 
into the vast population of "floating" 
voters who have not yet developed 
commitments to any political party. 
Wc shall return to this problem in the 
next paper in this series, when we 
shall discuss support bases of specific 
political parties. Before we do that, 
however, it is necessary to examine the 
political, socio-ecx)nomic and demo¬ 
graphic characteristics of our strong 
partisans, weak partisans and non¬ 
partisans. 


261 



come to 


Wjaya Bank 

\ well show you 
\ away 
\ to make your 
savings pay 



The V^ya Bank Ltd. 

Regd. Office : Mangalore 
Admn. Office ; Race Course Ropd, Bengafore-I 

Chairman: M. Sunder Ram Sliatly 




ECONC^IC Al*irD FdtJ^niCAi WEEKLY 


II 

Partisanship and Political 
Development of Voters 

Let us now examine the proposition 
made earlier that political parties are 
agencies of increasing political mobi¬ 
lisation and that through cultivating 
partisan loyalties and coanmitment 
among citizens, they pf'rfomi cmcial 
functions of integration and institu¬ 
tionalisation for the larger political 
system. If this were true, a partisan 
voter should consistently reflect other 
political characteristics which indicate 
.greater awareness, involvement and un- 
ilerstanding of political processes as 
compared tio a non-partisan. In other 
words, the • more iviitisan a voter is, 
the mort; diweloix^l he should be on 
•other aspects of i^^litical behaviour. If 
we can establish this proposition, wc 
would have prodiued a rather power¬ 
ful indicator of [K)litical development. 
It should, howev'cr, lx.* made clear that 
we do not attempt to establish a causal 
direction between partisanship and po¬ 
litical development of the voter. Whe¬ 
ther partisanship is prior to other indi¬ 
cators of the voter's politif'al develop¬ 
ment or it is through political deve¬ 
lopment in their other spheres that a 
voter comes to actpiire paitisan attitu¬ 
des and behaviour is a (|uestion we 
are not in a position to answer. Oiir 
analysis wall only tr>' to establish the 
strength of whatever functional asso- 
eiaticHis that might ol^tain between par¬ 
tisanship and various other items of 
political develoi>meut of a citiz(Mi. If 
however, such an association can be 
established we can claim that wc have 
a fairly relialfle indicator of political 
cl<w<'loi3incnt which, precisely because 
of its high correlation wu'th other indi¬ 
cators, can assume the status of an ex¬ 
planatory variable. 

“Political development" of a citizen 
is measured h(Te through various spe- 
Lific items. For the sake of clarity we 
have grouped these items into the fol¬ 
lowing heads: (1) general involvement 
in public Kfe and politics, (2) involve¬ 
ment in election campaign, (3) aw^arc- 
icss of competitive politics, (4) legiti¬ 
macy of parliamentary uistilutions, and 
5) satisfaction with the performance of 
he system. Our purpose* Is fo find out 
vh<‘thitf those whf) manifest a high de- 
Sree of partisan attitudes and behaviour 
ilso reflect a greahei?' degree of poliM- 
sal involveinent, can^algn participa- 
ioti, electoral awareness, acceptance of 
>arllamentary institutions and greater 
atisfacUon with the performance of 
be system. 


Pahusanship and General <’OLnTCAL 

iNVOr.VEMENT 

General citizen involvement in poli¬ 
tics and public life is measured through 
three specific items: (1) whether a res¬ 
pondent is interested in political mat¬ 
ters even during non-election time, (2) 
whether he identifies a winning party 
or candidate in his constituency by 
name or symbol, and (3) whether he i.s 
a member of a public organisation like 
a co-operative, a voluntary institution, 
etc. In Table 1 we examine the per¬ 
formance of the strong partisans, weak 
partisans and non-partisans on each of 
the.se three items. 

It is a truism that a democratic sys¬ 
tem cannot he said to have struck roots 
itt society if a laige mass of voters just 
wake up once in every' five years at the 
election time. It must have a sub¬ 
stantial segment of i>olitically involv¬ 
ed voters who feel interested in politi¬ 
cal niatters even when the elections 
are not around. When asked how in- 
tcicsted they were in politics hetw^een 
the elections, 34.1 per cent of our 
total sample reported that th<*y were 
quite interested. Treating this as a 
nonn for the electorate as a whole, we 
find that rnir strong partisans W'cre 
(piite a])Ove the norm (43.2), the weak 
partisans were a little above the norm 
(37.7) and tlie iion-partisaus wtue 
way Indow the norm (lf).l). 

The other indicator of political in¬ 
volvement is how concerned the voters 
are about the outcome of an election. 
If they attach any importance to their 
individual vote, one would expect that 
they will be concerned about W'bo 
wins in the election. When asked, 
"Would you say that you personally 
cared very' much who won in tins 
constituency, or \'()u didn't care veiv 
much?", alxiut 40 per cent of the 
sample electorate said that they i‘ared 
very much about it. Taking this as 
the norm, we find that 54.2 per cent 
of the strong partisans cared about 
who won the election whereas oi tiu; 


2 Cared about who won elec¬ 
tion in the constituency (40.0) 

3 Members of voluntary orga^ 

nisations (12.7) 
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weak partisans 38.3 per cent cared, 
w'hich almost approximated the sam¬ 
ple norm. Ffowevfer, only 25.1 per 
cent of the non-partisans were con¬ 
cerned alx3ut who won the election. 

Such a consistent and linear rela¬ 
tionship is not found between strong 
and weak partisans on a specific beha¬ 
vioural item sugge.sting participation in 
public life in general, although the 
difference is quite apparent between 
partisan,*? and non-partisans. When 
asked about their membership of pub¬ 
lic organisations flike co-operatives, 
welfare organisahons, clubs, etc), 12.7 
per cent of the total population re¬ 
ported membership of one or more 
such organisations. Whereas a signifi¬ 
cantly higher proportion of partisans 
(about 15 per cent) reported such inem- 
bejship and a significantly lower pro- 
ixirtion of non-partisans reported the 
same, the* item did not disenminate 
bctwc<m strong ami \vi:ak jiartisans. 
Kvidently, (us is also clear from the 
very low percentage reporting it gciie- 
rajly), organisational memlicrship is 
not highly developed in the Indian 
population and is not a very good in¬ 
dicator of iiolitical Hiwelopmcnt. While 
this is in sharp eonlrast to the situ¬ 
ation ol)taining in the Western deino- 
(lacics. ihi.s couliast can be explained 
by reference to certain factors in the 
development of the Indian polity, in 
which as.socialional activity of a volun¬ 
tary kind is superseded by more direct 
political activity and in which (itizen 
idcutitle.s aie more in terms of “insti¬ 
tutional interest groups” like parties 
and govenmiental agencies rather than 
mediated through “associational inte¬ 
rest groups” as found in the West.* 

rARlTSANSIIir} AND CAMPAIGN 

Involvement 

Although a great majority of voters 
participate in elections by way of 
casting their votes, only a small pro¬ 
portion of them in any count) y is ac- 
livch' involved in campaign activitie.s. 


43.2 

37.7 

19.1 

54.2 

38.3 

25.1 

14.8 

15.4 

7.4 


Table 1 : Involvemcni in Politics against Strength or Partisanship 

(Percentages) 

Sample Strong Weak Non-, 

Norm Partisan Partisan Partisan 


1 Interested in politics between 

election (34.1) 
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These are the politicaUy more btvolvecl 
voters, who are not content merely to 
cast their votes but also participate in 
the election campaign by solidtiDg sup¬ 
port for the parties and candidates 
they would like to get elected. Citizen 
involvement in an election campaign 
can be seen in three different indicators; 
exposure to the campaign, interest in 
the campaign, and actual parHcipa’ 
tion in campaign activities like distri¬ 
buting pamphlets, serving on polling 
booths, taking voters to polling booths, 
raising money, organising election 
meetings, etc. Table 2 presents data 
on involvement of strong, weak and 
non-partisan voters in these three dif¬ 
ferent categories of involvement in the 
election campaign. 

The I’able cleaily .shows that paiti- 
san voters are consistently high on va¬ 
rious items of campaign involvement ns 
compared to non-partisans. The diffe¬ 
rence* between strong partisans and 
weak partisans with respect to these 
items also seems significant, though the 
diffcrencii on the “exposure" item (the 
weakest of the three items) is under¬ 
standably not very big. The non-pai' 
tisans are clearly low as compared to 
the partisans as well (as to the general 
sample nonn) on their exposure, inte¬ 
rest an<l participation in campaign ac¬ 
tivities. 

Campmcn Exposure 

Voters' exposure to campaign acti¬ 
vities is measured through an index of 
three exposure items: (1) whether a 
respondent was approached by some¬ 
body during the election campaign, 

(2) whether he attended election meet¬ 
ings organised by various parties, and 

(3) whether he learnt through newspa¬ 
pers about the election. A re^ondent 
who obtained a positive score on all 
the three items or at least on any two 
of the three items was consideied as 
one who is exposed to the election 
campaign. Compared to the sample 
proportion of 24.d per cent^ as ihany as 
30.6 per cent of the strong partisans 
and 26.8 per cent of the weak partisans 
were highly exposed to ele^ton 
campaign; only, 16.8 per cent of the 
non-partisans reported such exposure. 

iNTEHESr IN CAMPAlCPr 

Similarly, when asked whetli^ they 
were personally interested in campaign 
activities, 31.9 per cent of the sample 
voters .said that they were quite hiter- 
ested. When controlled for partisan 
orientations, however, significant varia¬ 
tions emerge. For the strong partisans 


the figure shoots up to 44 per cent, 
whereas of the weak partisans 31,7 per 
cent reported that they were interested, 
almo.st the same proportion as the sam¬ 
ple norm. But only 18 per tent of 
tlie non-partisans expres.sed such inter¬ 
est. 

Campaign pAnnciPATiON 

When it comes to actual participa¬ 
tion in the campaign (eg hi activities 
like distributing pamphlets, taking vot¬ 
ers to polling booths, raising money, 
etc), the differences are still more inter¬ 
esting. 11.8 per cent of the vtjters 
rexKirted participation in the campaign. 
Ill itself this is quite a large stratum 
of the electorate and cximpares well 
with other countries. But it is com¬ 
posed of important differences in sub¬ 
strata behaviour. Thus as many as 20.6 
per rent of the strong pariisans parti¬ 
cipated in the campaign, ihe propoitioii 
falling to 10.2 per cent in the case of 
weak partisans and to barely 3.2 per 
cent in the ease of non-partisans. Pnj- 
surnably even this 3.2 per c'cmt weie 
active for non-party mdepeiidcnt can¬ 
didates or for party candidates withou!: 
any commitment to the parties them¬ 
selves, 

pAnilSANSHll’ AM> AWARENESS OF 

CoMPETrnvE Pouncs 

Political partisanship of citizens not 
only produce.s affea;tive orientaHons of 
voters for various parties so that they 
fec^l involved and interested in elec- 
tion.s and politics, but also develops lu 
them cognitive and evaluative orienta¬ 
tions towards the larger txilitical system. 
Through identification with political 
parties, citizens are able to perceive 
elements of competitive politics and 
arrive at some understanding of com¬ 
plex political issues in an otherwise be¬ 
wildering situation in which claims and 
counter-claims are made on behalf of 
the people. It is not easy for an 
average vot^'r to g*;t all the necessary 
information on a given issue or to per- 


2 Interested in campaign (31.9) 

3 Participated in campaign (11 - 3) 
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ceive the full implications of taking a 
certain position on it. In some ways it 
is more rational for him to relate his 
own issue jiosition with the position of 
a political parly in which he has con¬ 
fidence. 

In order to know whether citizen 
partisanship gives rise to such cognitive 
orientations data on throe sjiecific items 
were examined: (1) whether he ptrr- 
ceives that there arc important differ¬ 
ences in the programmes and policie.s 
of various political parties, (2) whether 
he identifies a winning party or a can¬ 
didate by name or s>’Tnlx)l, and (3) 
whether he is able to relate his own 
position on specific issues with that of 
a political paity as representing his 
views on these issues. 

PEHCEPnON or DlKFEHF.NrE.S 

Our data on these items, presented 
in Table 3, suggest that paitisan voters 
consistently reflect greater awareness 
of cmnpi'titive politics than non-parti¬ 
sans. Only 30.6 per rent of the sam¬ 
ple el(*ctorate ctmld perceive differences 
between various iiolitical parties in the 
font I of programmes and policies. This, 
however, need not necessarily be taken 
as indicative of a low cognitive level 
of tlu‘ Indian electorate. Where there 
are Tuimerous political parlies without 
significant differences among themselves 
in ideological positions and policy post- 
111 es, an average voter will fail to per¬ 
ceive the nuances. Nonetheless, one 
would expect the partisans to p<‘rceive 
such nuances more than the others. 
This is in fact the ca.se. 37,1 per cent 
of the strong partisans and 35.3 per 
cent of tht‘ w<‘ak partisans perceived 
differences among parties, against the 
sample nonn of 30.6 per cent, whereas 
for Ihe non-partisans the figure dropped 
to 17.5 per c’cnt. 

KNow’rEi:)GK of Ei-eciton Outcome 

When asked to identify the winning 
party or candidate in the constituency, 
as large a majority of voters as 68 
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lABLF 2 : Involvement in Election Campaign aoainsi Strength of Partisanship 

(Percentages) 

Sample Strong Weak Non- 

Norm Partisan Partisan Partisan 

I Cxpo$e<l to campaign (24.9) 
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Table 3 : Awabenfss of CJaMPETmvE Politics against Strength of Partisanship 

(Percentages) 



Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 

Partisan 

1 Perceived differences among 
parties 

(30.6) 

37.1 

35 3 

17.5 

2 Identificil winning party or 
Candidate in the constitu¬ 
ency correctly 

(68.0) 

75.8 

68 6 

57 9 

3 Related issue position with a 
specific party 

i) Issue of government con¬ 
trols 

ii) Issue of cow slaughter 

(56.5) 

(56.61 

73 3 

72.3 

63 7 

64 3 

28 5 

29 1 


ptT could mrrccMv i export the 

ojimc or the symbol oi the winning 
candidate. This is indicative of the 
pen<‘tration of the electoral .s>stem des¬ 
pite low levels of literacy and very low 
exposure to mass media. Once again, 
moie partisans had correct inlormation 
than non-partisans. 75.8 per cent ol 
the strong partisans and 08.8 per cent 
of the weak partisans knew v ho won 
in their (xni.stitnency, again.st the sam- 
pl<' norm of 68.8 per cent. A .sigtiifi- 
cant propoition of the non-x)aitisans 
(57.9 per cent) could also i)rovide cor¬ 
rect inloirnation x^bout the winning can¬ 
didate but their prox)ortion was consi- 
deiably lower tlian that of the partisans. 

SAiJENCii OF Issues 

Two si)ceilic issues were presenttid 
to our respondents in the study: (1) 
whether they favoured governmental 
controls on industry, trade and agricul¬ 
ture, and (2) whether they favoured 
banning of cow slaughter through legis¬ 
lative action. (The latter wa.s a live 
issue in 1967.) Having obtained his 
po.sition on these issues, for each i-ssue 
he was then asked it there was any 
political party which he felt best re¬ 
presented hi.s view on the i.ssuc. On 
the issue of governmental controls, 56.5 
jTCr cent of the sample voters could 
identify a specific political party as le- 
X^resenting their views on the issue. 
The partisans (both strong and weak) 
more able to relate their issue 
position with a political party than the 
non-partisans. 73.3 irer cent of strong 
partisans and 63.7 per cent of weak 
I^artisans identified a p*^rty as consis¬ 
tent with their position on the issue 
whereas only 28.5 per cent of the non¬ 
partisans cotdd do so. The buHc of non- 
partisans either did not have a specific 
position on issues or cxiuld not relate 
their own views with the controversy 


bclwtH*ii x'^artics. A similar distribution 
was noticed on ibe issue ol cow 
slaughter as shown in Table 3. 

PAirnSANSHII* ANO LKGIlTMAf.'V 

whereas exi>osiire, interest, involve¬ 
ment, knowledge and awareness of 
things iKilitical create conditions of par¬ 
tisan coimnitments and active citizen¬ 
ship, the ultimate test of a democratic 
order lies in the acceptance of its in¬ 
stitutions as legitimate and in (he cou- 
fidejice that these institutions can pro- 
duc*c desired results, e g, by making 
guvernirient resixinsive to the needs of 
the iieople. Our data suggest that ac¬ 
ceptance* of parliamentary institutions 
like elections and x)arties is (xuile wide- 
sx)rcad among the voter i^opulation. .\s 
showTi in Table 4, about 73 pci cent 
of the voters in our sample expiessed 
the view that it w^as necessary to have 
elections from time to time for making 
government resixmsible to the people. 
While this is a high propoition, it is 
still higher among the x^^^tisun voters 
(81.8 per cent among the strong parti¬ 
sans and 74.6 per cent among the weak 
partisans). Relatively .speaking, the 
non-partisans registered a low propor¬ 
tion (61.6 ix*r cent) though considering 
that this stratum of the population had 
not developed any commitments to 


parties etc, this is a surprisingly high 
figure. It suggests the broad-based 
legitimacy of the electoral process in 
the Indian public. 

When asked whether they also coii- 
.sidered i^olitical parties ncc'cssary for 
making government pay attention to 
people, a large majority of 65.5 ptsr 
cent voliTs replied in the affirmative, 
'rhis is, however, somewhat Ies.s than 
the iiroxx)rtion for elections; the legiti¬ 
macy (?f political parties seems to bo 
somewhat less accepted among voters 
than the legitimacy of elections.** But 
a largiT proportion of partisan voters 
approve of the iitilit>' of political par¬ 
ties than that of non-partisans. 75 per 
cent of the strong partisans and 66.5 
per cent of the weak x^^^rtisans believe 
that political I’larties are necessary for 
making government resxxmsible to the 
people. Among nrjn-partisans the pro¬ 
portion falls to 53.1 per cent. But con¬ 
sidering the fact that this stratum con¬ 
sists of peox)l<^ who have developed no 
identification with x^olitical parties, this 
is not a low proportion. 

To sum up, while tlieie is a 
general accex^tance of elections and 
X^olitical parties as legitimate institu¬ 
tions of a dcMnocratic [Jolity among the 
whole voter population, partisan voters 
show a significantly larger degree of 
acceptance of these institutions than 
II on-partisans. 

PAun.sANsmp AND Saiisfaction with 

SYS'ITiM l^FORMANCE 

The issue of legitimacy of political 
institutions is imwitubly linked up with 
the performance of the political 
in generating and distributing satisfac¬ 
tion among the i^eople. At the leval of 
the individual citizen such satisfactioii 
is concretely felt in two major areas: 
(1) governmental administratioii and (2) 
economic well-being. If an average 
citizen feels satisfied in these two areas 
of life, he is likely to relate his aatis- 
fnetion in some respects with the poli¬ 
tical system, and would extend his 


Table 4 


Legitimacy of Parliament ary Institutions against Strength of 
Partisanship 

(Percentages) 



Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 

Partisan 

1 Elections help in drawing 
government attention to the 
people 

(73.3) 

81.8 

74.6 

61.6 

2 Parties help in drawing go\- 
emment attention to the 
people 

(65.5) 

75.0 

66.5 

53.J 
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loyalty to its v^arious institutions. Simi¬ 
larly, if he is dissatisfied with govem- 
inental functioning and his own econo¬ 
mic well-being, his faith in tlie politi¬ 
cal institutions under which he lives is 
likely to he eroded. It is, therefore, 
crucial for the sii,steriaiic*e of tlio legi¬ 
timacy «)f institutions that there is 
satistacHoii among various segments oi 
the population on these two counts. 

SA'nsFAcnoN wmi Coveunment 
Officials 

In the area of govcrnniental adini- 
iiistrution we present information on 
two items, namely citizens* satisfaction 
with government officials at the local 
and the distiicl level. Admittedly, thi.s 
is not snlficient infonnation to talk con¬ 
fidently about people’s satisfaction with 
governmenlal pcriormancti in general. 
It is, however, suggestive of how far 
goveriwnental administration, as repre¬ 
sented hy their officials at the level at 
which the pcopl(! come in direct con¬ 
tact with it, has created a favourable 
impression on oi dinary citizens. More 
interesting to know is whether tlie par¬ 
tisan voters, smeo they are nearer to 
the e<‘nlre of the system and have dc- 
velopeil the necessary ccimprtenee and 
linkages to approach the administration, 
feel more satisfied with tfu; admiiiis* 
Iratioii than the non-partisans. As 
Table 5 shows, both these items differ¬ 
entiate more between strung partisans 
on lh<" one hand and the v^'eak and 
[ 1 ( 111 -paltisans on the other. 

C>t th(; total sample, 43.4 per cent 
expressed their satisfaction with local 
officials. Satisfaction was higher among 
strong partisans (49 per cent) but below 
the sample norm among both weak 
partisans and non-partisans. Overall 
satisfaction is lower at the district level; 
only 40 per cent of the sample was 
satisfied with district officials. Whereas 
the lev(‘l of satisfaction was somewhat 
higher aepong strong partisans (46 per 


cent), it was lower among weak parti¬ 
sans and non-partisans. Thus, strong 
partisanship is positively associated with 
eitizrms* satisfaction with governmental 
udministiation. 

Saiisfaciion with Economic 
CoNiimoN 

In u certain respect, one's subjective 
perception of how one is doing econo¬ 
mically and would do in the near 
futiue is linked up with one's orienta¬ 
tion towards the political system. This 
is especially true when major trends in 
the economy influencing life chances of 
individual citizens are set by govern¬ 
mental policy and political decision¬ 
making. But more simply a person's 
outl(X)k on the '‘system" is likely to be 
c<dourcd by how satisfied he is with 
his own economic condition. Whether 
parliamentary institutions will continue 
to enjoy legitimacy among the masses 
will depend on what proportions of 
them feel economically satisfied or are 
at least hopeful about their prospects 
in the near future. At the same time 
the relationship between economic 
satisfaction and the legitimacy of the 
system is not necessiU-ily linear. It is 
a more compUjx relationship for much 
depends on what produces satisfaction. 
Subjective perc‘cptions become import¬ 
ant, for instance, when considered in 
terms of citizens' closeness to the poli¬ 
tical system. Thus it is significant that 
those who have entered the political 
systtMn through developing party 
identifications show more satisfaction 
with their present financial situation 
and also display greater optimism about 
future economic prospects, as against 
those who are low on partisanship. 

Of the total sample, only 35.5 per 
cent reported satisfaction with the pre¬ 
sent financial position of their families. 
Significantly, of the strong partisans, as 
high a proportion as 42 per cent were 
satisfied with whatever they got finan- 


Table 5 : Satisfactk^n wini Systlm Performance against Strengih of 

Partisanship 


(Percentages) 




Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 

Partisan 

I 

Satisfaction with local offi¬ 
cials 

(43.4) 

49.2 

40.6 

39.5 

2 

Satisfaction with district o/fi- 
cials 

(40.4) 

45.9 

36.8 

38.3 

3 

Satisfaction with present 
financial position 

(35.5) 

42.2 

33.2 

29.9 

4 

Future financial position 

will be better 

(35.9) 

44.5 

33.2 

28.8 


cially, whereas only 33 per cent of the 
weak partisans and 30 per cent of the 
non-parb*sans expressed such satisfac¬ 
tion. These differences among strong 
partisans and others became more pro¬ 
nounced when the voters considered 
their future financial prospects. While 
about the same proportion of citizens 
in the sample felt optimistic about their 
future ccx>nomic prospects (35.9 per 
cent) as were satisfied with their pre¬ 
sent financial iKisilion (35.5),* a slightly 
larger proportion of the strong partisans 
felt optimistic about their future eco¬ 
nomic prospects than about their pre¬ 
sent situation. When asked, “In the 
coining few years do you expect your 
financial position to get better, stay the 
same or get worse?", 44.5 per cent of 
the strong partisans expected it to gel 
better. As compared to this, only 33 
per cent of the weak partisans and 29 
per cent of the non-pai tisans felt opti¬ 
mistic. 

Thus partisanship is not only positi¬ 
vely related to satisfaction with one's 
own condition of life but also with an 
optimistic frame of mind for the future. 
This is a most important finding for 
the future of the system (given the ob¬ 
jective reality of a difficult economic 
situation) and the role of party identi¬ 
fications in it. 

The above description of strong, weak 
and non-partisan voters in terms of 
their v<Trious other political attributes 
indicates a clear and consistent rela¬ 
tionship between partisanship and the 
development of political orientations 
among the voter*. Strong partisans 
are politically more involved, exhibit 
greater understanding of competitive 
politics, participate more in electoral 
activities, show greater acceptance of 
parliamentary institutions and display 
greater satisfaction with the perform¬ 
ance of the political system, as com¬ 
pared to weak partisans and non-partl- 
sans. They are also prone to be n^ore 
satisfied widi their own condition and 
have an optimistic view of the future. 
All along they are much above the 
sample norm. Weak partisans are also 
not very low in their poUticisation. On 
most items they are a little above the 
sample norm or are att least dose to it 
Only on the satisfaction items Acy are 
nearer to non-partisans than strong 
partisans. 

ni 

Soclo-Ecooomic Characteristics of 
Pftrtims and Non-nutfsans 
Our analysis sems to ooofiim radier 
oonsistentiy and sotnevriuit strfldoriy 
the hypot^sis diet partisaii orientatlMis 
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among the citizens constitute a reliable 
indicator of "political development” 
But in order that this does not remain 
a series of formal propositions, let us 
turn to the second part of our inquiry. 
Do these collective party identifications 
cut across socio-economic and demogra¬ 
phic strata in society? In other words, 
do the partisan voters come propor¬ 
tionally more or less equally from all 
strata of society or do they r^resent 
certain special segments of the popula¬ 
tion? If it is the latter, the various 
political orientations, participatory be¬ 
haviour and states of satisfaction be¬ 
come a function of status and privilege. 
For instance, if the partisans are also 
the economically well-oflF, it would 
hardly be surprising that they are more 
“satisfied” than the others. And if this 
be the case, partisanship loses its signi¬ 
ficance as an independent variable. If, 
on the other hand, parbsans come from 
all .strata of society and cut across 
socio-economic boundaries, and yet per¬ 
form consistently on various political 
variables, partisanship may turn out to 
be a variable with considerable ex¬ 
planatory power. 

We have data on seven specific 
items about the socio-economic and de¬ 
mographic characteristics of voters: (1) 
age, (2) education, (3) rural-urban, (4) 
monthly incomq of respondent’s house¬ 
hold, (5) size of landholding, (6) caste 
and (7) occupation. Tables 6 to 12 pro¬ 
vide per cent distribution of strong par¬ 
tisans. weak partisans and non-partisans 
on each of these items. 

The data reported in these Tables 
suggest that there are no consistent 
and significant relationships between 
socio-economic and demographic charac¬ 
teristics and strengtli of citizen parti¬ 
sanship. On most characteristics both 
strong partisans and non-partisans con¬ 
stitute more or less equal proportions of 
their respective N and are close to their 
sample proportions. While some 
characteristics do differentiate to some 
extent between weak partisai^ and 
non-partisans, they do not differentiate 
between strong partisans and the non- 
purtisans; others differentiate betw'een 
strong parllsai^s and weak partisans but 
not between strong partisans and non¬ 
partisans. On several items the pro¬ 
portion of weak partisans is either quite 
above the sample proportion or way 
below it, whereas that of the strong 
partisans and non-partisans is around 
the sample norms. This suggests that 
the overall relationship betwe^ socio- 
oconomic diaracteristfcs and citizen 
Partisanship is ndt*" cmisistent and signi¬ 
ficant. The. eiEtent of partisanship in 


various socio-economic and demogra¬ 
phic strata seems to be more due to a 
chance. factor than due to membership 
of these strata. Most likely, several 
other variables such'as political expos¬ 
ure, information and involvement inter¬ 
vene in producing a given distribution 
of strength of partisanship for different 
membership strata. Thus even the 
partial and discontinuous relationship 
may disappear if we were to control 
for these other variables. It would 
nonetheless be useful to observe what¬ 
ever relationships might obtain between 
partisanship and socio-economic and 
demographic characteristics of voters. 
In what follows we highlight some of 
these relationships. 

Agb 

The proportions of strong and weak 
partisans are almost similar in various 
age-groups as compared to the sample 
norm for each age-group. The only 
noticeable difference between the two 
is in the polar categones of the young 
(21 to 30 years of age) and the old 
(alx)ve 55 years of age). Both the very 
young and very old tend to be strong 
partisans rather than weak partisans (as 
compared to the sample nonn). How¬ 
ever, even while these categories diffe¬ 
rentiate between strong and weak parti¬ 
sans, they do not tlifferentiate between 
strong partisans and non-partisans. 
Similarly, while the relative size of 
strong partisans is highest in the ace- 
group of 31 to 40 years as compared 
to the sample norm, the proportion of 
non-partisans in this age group is highei 
than of weak partisans. Thus while 


this category differentiates betwei^f; 
weak partisans and non^partisatis; 
does not differentiate between strong 
partisan.^ and non-partisans. All 
which meaiivs that age differentials do 
not adequately explain variance in par-/> 
tisanship. 

Educaiion 

Almost a similar pattern of relation- . 
ship obtains between education and J 
partisanship. Both the (’xtremes — the , 
illiterate and tlm highly educated vot-^ ' 
ers — tend to he less strong in theft 
partisan commitments, as compared to ' 
the sample norm, than those with soma ' 
education. It is interesting to note that 
voters with a little education (the cate¬ 
gory “low”) contain a greater propor¬ 
tion of strong partisans, while those > 
with middle level education constitute , 
almost equal proportions of strong, , 
weak and non-partisans, and those with , 
higher level education tend to be low 
on strong partisanship when compared ' 
to the sample noun, as indeed are 
tho.se with education at all. There 
is evidence of a skewed relatumship in 
all this. Thu.s, whircas the j)roportion 
of weak partisans is lower than both 
the strong and the iioii-parlisans in the 
category of illiterate voter.s, it is higher 
than both these in the category of the 
highly educated. The relationship 
between education and partisanship is ^ 
thus quite inconsistent and, except for 
the cntiy of a chance fact(;r, by and 
large insignificant. To illustrate, while 
there is a greater probability for a non¬ 
partisan to be illiterate than for a 
strong partisan, there is also a greater 


Table 6 : Aof and Strength of Partisanship 


(Percentages) 


Age 

Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 

Partisan 

21-30 

(33 2) 

30 8 

37 1 

31 6 

31-40 

(27 3) 

30.5 

24.1 

27.1 

41-55 

(24^) 

25.1 

22.9 

25.8 

55 -f- 

(14.9) 

13.6 

16.0 

15.5 


Table 7 : 

Education and Strength of Parti.sanship 

(Percentages) 

Education 

Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 

Partisan 

Illiterate 

(48.2) 

47.2 

45.7 

52.4 

Low 

(33.8) 

37.0 

33.6 

30.3 

Middle 

(10 2) 

10.3 

10.3 

9.9 

High 

(6,0) 

3.8 

8.8 

5.4 ’ 

NA 

U.7) 

1.7 

1.5 

2.0 


m 
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Villages. Tiny islands surrounded by green 
fields. Most of them beyond the reach of 
railway lines. Yet they have to maintain a link 
with far off cities to get their essential items. 
And road transportation provides this link* 

Trucks. Cars. Jeeps. Heavy carriers. Ever on 
the move. Vehicles that bear the stress and 
strain continuously, powered by sturdy engines. 

And Musco makes the Alloy Steel of which 
these engines and their parts are made. 

The largest Alloy Steel Plant in the private 
•actor. Musco also makes special alloy steels 
to serve the ball bearing, machine tool. agro - 
baaed and defence-oriented industries, to 
ruime only a few of the industries which 
Musco serves. 

MUSCOSTCEL - Vital to Industry. 




MAHINORA U6INE STEEL COMPANY LIMITED 

14, Altamount Road. Bombay-26. WB 
Enquirlaato 

MAHINORA AND MAHINORA LIMITEO 

Bombay a Calcutta a Madras • Now Oalhi mcsyn/o/io 
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pxobfli^ty lor a strcmg pattisao to he 
illitmta than a weah partisan. The 
tusAy grdpp for which the relationship 
between education and partisanship 
shows a" consistent pattern is the slightly 
educated. It appears as if some incre- 
ment in education is more conducive 
to politicisation than either no educa¬ 
tion or too much of it. While this is 
an interesting finding, on the whole the 
level of education is not a good predic¬ 
tor of .strength of partisanship. 


skilled workers tend less to be srtong 
partisans and more to be wealc parti¬ 
sans and noiii^partisansy in both the 
cases the differences are not very signi¬ 
ficant. 

In the remaining categories of skilled 
and unskilled factory workers and land¬ 
less labourers, i^roptnrtions of strong 
puitisans and of non-partisans are 
nearer to the sample norm whereas the 
proportion of weak partisans is either 
I^elow or above the sample norm ol 


the respective categories. The opri^i 
of all this is clear: strength of 
sanship does not depend in any 
ficant manner on one^s occupatlcm. '^1 


Caste 

No caste group is significantly above; 
or below its sample norm with respect 
to strong partisanship. In the categc^^ 
of strong partisans the upper castes am., 
slightly below and Mt^llms dightly 
above their respective sample noim.' 


Rural-Ubban 

As compared to the sample propoi- 
tion of 77.5 per cent rural voters, the.* 
proportion of strong rural partisans 
among all strong paitisans in the sam^ 
pie is 81.8 per cent; whereas the pro¬ 
portion of strong urban partisans is 
im\y 18.2 per cent which is below' the 
proportion of 22.5 per cent urban vot¬ 
ers in oiir total sample. While from 
thi 5 it can he .said that strong partisan.s 
tend to come more from rural areas 
than from urban areas, it cannot be 
maintained that the nlationship bet- 
w'ceti rural-urban difference's and varia¬ 
tions in partisanship is signi^canl and 
consistent. For one thing, Ixjth the 
categories of urban and ruial voters 
arc not differentiated in terms of the 
strength of partisanship. Furthermore, 
the relationshi];) with strong, weak and 
non-partisans is not consistent for eithcj 
rural or urban voters. TJie proportion 
of non-partisans from rural areas (77.8 
per cent) approximates the sample 
norm of nual voters (77.1 per cent) 

Occupation 

Somewhat consistent relationships in 
respect of the strength of citizen parti¬ 
sanship are found in case of the two 
urban occupational categories of profes- 
donals and white-collar workers ami 
the rural category of cultivators. The 
irban categories are low and the culti¬ 
vators high on partisan strength. While 
hose belonging to the professions tend 
ess to he strong partisans (only 1.4 
5er cent) and more to be W'cak and 
ion-partisans (3.6 and 3.2 per cent res- 
>ectively) compared to the sample 
lorm (2.7 per cent), the strong parti- 
ans draw their largest proportion from 
iiltivators (49.4 per cent) which is well 
iboVe the sample norm (of 45.6 pei- 
•ent). But even in these cases the 
elationship between strong, weak and 
>on-partlsiins is not consistent. .Siini- 
wflVt while the category of “buslne.<;s’' 
between strong and weak 
artfsans ^ the ohe hand and non-par- 
isans^oti^ non-FajCtoty un¬ 


Table 8 : Place op Re.sidence and Strenoih of Partisanship 

(Percentages) 


Place of Residence 

Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 

P^isan 

Rural 

(77.5) 

81.8 

72 6 

77.8 

Urban 

(22.5) 

18.2 

27.4 

22.2 

Table 9 r 

Occupation and Strength of Partisanship 

(Percentages) 

Occupation 

Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 

Partisan 

Profession 

(2.7) 

1.4 

3 6 

3.2 

Business 

(6.7) 

7.3 

7.2 

5.4 

White collar 

(7.8) 

5 4 

10.0 

8.2 

Cultivators 

(45.6) 

49.4 

42.5 

44.4 

Skilled factory 

(3.5) 

3.4 

4.2 

2.9 

Unskilled factory 

(8.4) 

9.9 

6.9 

8.2 

Unskilled labour 
(non-factory) 

(9.5) 

7.3 

10.9 

10.4 

Landless labour 

(13.0) 

14.0 

10.8 

14.3 

NA 

(2.9) 

1.8 

4.0 

2.9 


Table 10 : Caste and Strength of Partisanship 

(Percentages) 


Caste 

Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 
Partisan . 

Upper 

(30.2) 

28.4 

34.1 

27.9 

Middle 

(13.4) 

15.4 

11.4 

19.9 

Low 

(19.8) 

20.1 

20.5 

18.7 

Harijan-Tribal 

(20.6) 

20.9 

20.0 

20.9 

Muslims 

(10.7) 

11.7 

10.9 

9.1 

Other Religions 

( 3.2) 

3.4 

3.0 

3.2 

NA 

(0.2) 

0,1 

o.i 

0.3 


m 
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Ec6tmn6 Ajito ipbiittcAL ^wbebly 


Some* caste groups have slightly bigger 
proportions of weak partisans than those 
of non-partisans while others manifest 
a reverse position. For example, the 
proportion of weak partisans among 
upi>er caste groups is larger than that 
of non-partisans (as compared to the 
sample norm), while the pniportion of 
nnn-p«rtisans is larger among the middle 
caste group as compared to the saini)le 
norm of that group. For the remain¬ 
ing caste groups tlie proportions of 
strong, weak and non-partisans are 
closer to their i(‘spective sample normf= 
In brief, caste as a factor does not sig¬ 
nificantly differentiate strength of parti¬ 
sanship. The ability of different parti¬ 
san groups to cut across various caste 
ditftTcnces underlines the independence 
()1 paitisanship as a vaiiable. 

• Incomk 

\ fairly consistent but not very sig¬ 
nificant* relationship is found between 
strength of citizen partisanship and in¬ 
cline with respect to two income cate¬ 
gories, Tho^'C ill the low’est bracket 
of monthly income below Hs 100 tend 
to be consistently low on partisaiishi]>, 
whereas those in the upper middle in¬ 
come bracket of Fs 200 to 400 tend to 
mamfc'st greater paitisan comimtineiit. 
Ibiis income is relevant for citizen 
paitisariship with jespect to the very 


No land 
Less than 1 acre 
1 to 5 acres 
5 to 10 acres 
10 ttcrcs-h 
NA 


low and the middle income groups. 
The other two incKimo categories dif¬ 
ferentiate between strong and weak 
partisans or between weak and non¬ 
partisans, but not between strong par¬ 
tisans and non-partisiuis. 

Since it is only in the case of the 
lowest income group that tlie propor¬ 
tion of strong partisans is below its 
sample norm whereas in all other cate¬ 
gories it is soniew'hut above the sample 
noun, it can be said that the income 
factor differentiates between the veiy 
pool and the rest in respect of stiength 
of pui-tisansliip, but not among othei 
Income groiijis. 

Sr/E OF LANr)Uoij>iNc 

An almost similar relationship pattern 
is found between (he size of landhold¬ 
ing and citizen partisanship. Those 
^vith no land are ('onsistently low on 
partisanship and those with incdiurii 
and large landholdings (above five 
acres) are consistently high on paitisavi- 
ship. The piopoitions ot .^tiong parti¬ 
sans are a little above thi* sample norms 
in all categories except in the eategoiv 
of the landless. 

Extent of landholding, however, does 
not cmisistently dilleientiate brtwetMi 
strong, weak and non-partisans. Apait 
from the landless — and even the laiul' 
less have a high pioportion of weak 


(32.9) 

27.4 

35.7 

36.4 

( 9.9) 

9.7 

10.9 

9.1 

(25.8) 

28.1 

23.5 

25.8 

(14.5) 

16.1 

13.6 

13.6 

(14.3) 

16.7 

14.1 

11.8 

(2.5) 

2.2 

2.2 

3.4 


partisans — strength of partisanship 
seems to distributed alxnit the same 
way as sample proportions. On balance, 
thus, partisan orientations tend to ope¬ 
rate independently of size of landhold¬ 
ing. 

Overall, while our data suggest a 
few' interesting relationships betw^een 
partisan oiientatioos and some specific 
positions in educational, occupational 
and income stratifications, socio-ecf)- 
nmnic and demographic categories do 
not by themselves diffiMentiate between 
tlegrcc of partisan strength in any con¬ 
sistent or significant manner. On the 
c:(7nlrary, partisanship seems to cut 
across most differences in socio-econo¬ 
mic status and operate independently 
of them. Not being tied down to par¬ 
ticular positions in respect of socio-eco¬ 
nomic stratification, partisan onenta- 
tions manifest a more direct relation¬ 
ship with other ixditical attributes md 
stand out as a reliable indicator of 
1 )()l i tical development. 

IV 

Partisanship and Political 
Development 

Our analysis in this paper shows 
that strong, weak and lum-parlisans are 
diifcienliated more eonsistcntly and 
significantly by their political characte¬ 
ristic's than l)v I heir socio-ccorioinie and 
(Umographic charatteristics. Citizen 
partisanship is, thus, more a function 
ol general political oiientalions of vot¬ 
ers — of levels of ‘'politicisation*' — 
than ol either involuntary altributcs of 
biith and status or of other lile oppor¬ 
tunities such as education and income. 
Identification w'ith political parties and 
allegiant behaviour in respect of them 
generate dynamics w'hioli are indepen¬ 
dent ot community and class differen¬ 
ces. In other w'ords, functioning of 
political parties provides secular col¬ 
lective identifications, develops politi¬ 
cal orientations among the voters, and 
mobilises citizen loyalties which at once 
cut across the prevailing stratification 
of society and provide direct access to 
the centre of organised politics. A 
competitive party system, then, by 
mobilising voters into organised politics 
and creating alh*.giances among them, 
produces a kind of stochastic effect, so 
that those individuals and groups which 
oil the basis of other indicators dis¬ 
play a low' potential tor politicisation, 
cun also develop political orientations 
necessary for their participation in the 
processes of decision-making. Oiu data 
demonstrate that this is happening in 
India. The extent of partisan orienta- 


Table 11 : Income and Strength of Parti.sansiiip 


(Percentages) 


Monthly Income 

Sample 

Norm 

Strong 

Partisan 

Weak 

Partisan 

Non- 

Partisan 

Less than Rs 1(X) 

(34.7) 

32.3 

34.8 

37.4 

Rs 100 to 200 

(28.2) 

29.9 

26.0 

28.6 

Rs200 to 400 

(17.2) 

19.2 

18 8 

13.1 

R»400+ 

( 9.1) 

9.2 

10.0 

7.9 

NA 

(10.8) 

9.3 

10.3 

13.0 

Table 12 : 

Landholding and Strength of Pariisanship 

(Percentages) 

Landholding 

Sample 

Strong 

Weak 

Non- 

Norm 

Partisan 

Partisan 

Partisan 
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tions is stili neither too broad nor too 
deep. The functioning of a large 

variety of political parties has producc^il o 
a ctirtain irionientiim but the party 
system is still in a fluid stage. From 
all accounts we deal here with au early 
stage of national political deveJcjpnient. 

All that \vt; can say on the basis ol 
the data seanned by us is that in the 
prwess ol bridging the wide gaps that 
have ihvidt'd the largi- "pi’iiphei> ” 

from tile ‘Ventre” ot Indian soeietv. 
parties and pailisan oiiiututions liave 
played a crucial role. ^ 

Notes 

I For a discussion ol this and relateil 
themes, see Hapii Kothari,, “Poli¬ 
tics in India”, Client Longmans 4 
Ltd, New D«‘lhi and Little linmm 


& Co, Boston and Toronto, 1970, 
pp 159-67. 

For an a)}plication of the thcon*- 
tieal model of “penetration and 
response” (as opposed to the “m- 
put-oiitpnt model” of systems theo¬ 
rists) to an analysis of the Indian 
])olitieaI systcan, sec “Politics in 
India”, op cit. For application to 
an analysis of tJie party system in 
Imhu, see the Introduction in 
"Context of Fllectoral Change in 
India”, Centre for the Study ot 
1 )eveIoping SocictieSi New Acade¬ 
mic Books, New Delhi, 1969 

F'or ai discussion of this aspect of 
political development in India, see 
"Politics in India“, 0 |> cit, espr- 
eially pp 1.59-161, 215-221. 420- 
426. 

Further data in our study suggest 
that part of th(» resen'e among 


Indians towards political parties 
comes from an association of 
‘‘party politics" with conflict. 
When a.slced “It is not desirable 
to have political parties struggling 
with each other for power. Do 
you agree or disagree?", 77 per 
cent agreed and only 17 i>er cent 
disagreed. It is interesting that 
the proportion of the sample 
agreeing to this aspect of partisan 
activity is far lower than the pro¬ 
portion for the general legitimacy 
of parties. The discrepancy is under- 
vlandable, given the two different 
levels of attitudes — one reflect* 
ing on social hannony and the 
other on a considerahon of parties 
as channels to authority. For an 
analysis (jf tho.se “intriguing" res¬ 
ponses, see Dwaino Marvick, 
"Party Cailres and Receptive Parh*- 
san Voters in the 1967 Indian Na¬ 
tional Election”, AaUiu Survey, Vol 
10, No 11, November 1970. 


Canara Bank Does It Again 

EXPANSION WITHOUT PARALLEL DURING 1970 

w 

51 New Branches Opened For Business On A Single Day, Wednesday, December 23, 1970, 
All Over India. 

501 Branch-Target For the Year Exceeded. As at end of December 1970, 504 Branches All 
Over India. 

136 Branches Opened During The Year. 


CArVARA BAIVK 

Head Office: BANGALORE 2 

MORE AND MORE BRANCHES ARE BEING OPENED ALL OVER INDU 
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VOTING 

Profiles of Party Support iu 1967 

D L Sheth 


Our purpose, in this paper, is to construct profiles of the major political parties in India through an 
analysis of the socio-economic and demographic characteristics of their supporters. This will help in 
understanding the nature of the emerging party system. 

Unless we know which type of political parties function as coalitional structures with a hetero¬ 
geneous support base and which type of parties function as interest groups with a homogeneous support 
base of an economic class or ethnic group character, any systemic analysis of the party system will be 
an abstract theoretical exercise. 

Attempts have been made, through aggregative analysis of electoral statistics and census data, to 
identify the suppcrrt bases of political parties, mostly at the State level. By matching social and 
^ economic aggregates of a region with electoral performance of the various political parties in that region, 
inferences have been drawn about the support bases of different political parties. 

While such analyses are important insofar as they suggest hypotheses about the general distribution 
of the regional strength of various parties and the probate gross correlation of party support with socio- 
e: onomic stratification, they do not provide us with an adequate profile of parties in respect of the socio- 
• economic characteristics of their individual supporters. 

For the first time we have data here on these relationships which relate to the country as a whole. 


HA\7N‘G delineated the meaning and 
s I lifted nee of paitisan oiiontations 
among the Indian public in the earlier 
paper, we may now turn to an analysis 
of the phenomenon of citizen identifi 
cation with political parties. This will 
enable us to draw profiles of the major 
political parlies in terms of their sup- 
p<irt bases in society. Such a charac¬ 
terisation can be of use both for the 
leadership of polifleal parties and for 
the theoiists of the parly system who 
would like to know how far various 
political parties differ among them¬ 
selves with respect to the socio-eco¬ 
nomic and demographic characteristics 
of their supporters and what implica¬ 
tions such differences and similarities 
have for their respective strategies 
and goals. 

The leaderships of the various pat¬ 
ties often try to project certain images 
for their respective parties in terms of 
the various interests they claim to re¬ 
present. Sometimes the effort relates 
to the socio-economic dimension when 
the leadership claims that the party 
stands for the welfare of the poor 
people, of the villagers, of the peasan¬ 
try, Or of the proletariat. To make 
the point, the leadership also characte¬ 
rises other parties as enjoying the sup¬ 
port of and being influenced bv 
zamindars, industrialists and big busi¬ 
ness. The images are also projected 
on an ideological dimension in terms 
of leftist, rightist and centrist orien¬ 
tations of the policies and program- 
tncs of the parties^ Now a good part 
of this image building is based on 
^nuine beliefs and at any rate inten¬ 
tions. The image-bail<ling also follows 


from a conviction that a political party 
claiming to enjoy widespread support 
should nonetheless project a special 
socio-economic and political image; 
the image should be “different** from 
that of others. To the extent that 
people find such claims at variance 
with reality, however, such images may 
become counter-productive, especially 
in a situation like that in India where 
the electorate is fast becoming aware 
of the political universe. Thus it is 
necessary that claims and counter 
claims of various political parties are 
empirically examined in terms of 
actual socio-economic and demogra¬ 
phic characteristics of the supporters 
of various parties so that not only 
academic analysts but also party elites 
themselves become aware of which 
segments of the voter population sup 
port them in reality, how much at 
variance is this support with their 
own imago of their parties, and what 
gaps in their respective support struc¬ 
tures they need to bridge in order to 
improve their fortunes at the polls. 

I 

Theoretical Considerations 

The need is no less for the theorists 
of party system analysis. Indeed ii 
is possible to say that in their crude 
and intuitive manner, and bom out of 
pragmatic necessity, the politicians 
have at least some “sense** of the pre¬ 
vailing support structure of their par 
ties which may be more than can b< 
said of the academic analysts. The 
latter arc often found to derive their 
understanding of political parties from 
a formal view of the "functions” they 


ought to perform for the political 
system. These functions are broadly 
confineil to a determination of the 
“general will” ol the population which 
filters through ideological nuances and 
policy perspectives of various political 
parties. While performing these func¬ 
tions through compfjtitive politics, it 
is believed that political parties tend 
to “articulate** and “aggregate** various 
interests in society with the objective 
of acquiring political power for the 
realisation of these interests. 

While such a formal and absUaci 
understanding is helpful in locating 
basic parameters of systemic analysis, 
its utility seems to be greater for an 
understanding of established partv 
systems of some of the Western demo¬ 
cracies where parties have evolved 
through a long history of conflict and 
reconciliation among various social 
and economic interests of society. In 
these societies, “interests” are not only 
crystallised through the emergence of 
social and economic “classes” but are 
also expressed and pursued politically 
through various political parties. In a 
society like India's where interest per¬ 
ceptions and political identifications 
have not sufficiently developed among 
the voter population and where politi¬ 
cal parties perform wide ranging tasks 
of both modernising society and 
effecting a “consensus”, it is mislead¬ 
ing to assume either an interest group 
character or a class character for poli¬ 
tical parties, based on some idea of 
“functional pre-requisites** of political 
forms.^ 

In a developing society, therefore, 
before a systemic analysis of “func- 


275 



Annual Number January 1071 


BCdNOMIC AND ikJtmCAJL 


tions" can become meaningful, it is 
necessary to undertake an analysis of 
the empirical processes through which 
the new social, economic and political 
changes that are taking place in 
society enter into an interacting nia 
tionship with party structures. Con¬ 
cretely speaking, it is necessary to 
have infoimation on how party idenli- 
hcatioiis of citizens aie related to their 
interest peiccptioiis and political 
orientations. This requires that the 
present formal and rather elitist ap¬ 
proach to the understamling of p<j|iti 
cal parties is leplaced by a more 
dynamic understanding (d the pio 
cesses of party building. 

A political party, then, has to be 
ctinceived as a social group through 
which vaiious interests in society ac 
quire political meaning and import¬ 
ance. Such an approach should take 
into account the entirety of social col 
Icctivity that a political party is, 
instead of either equating it with a 
specific segment of leadership or ideo- 
Icjgy, or thinking of it as a discrete 
organisational entity and as merely a 
part of the leprcsentative mechanism 
of parliamentary government.^ Func¬ 
tioning of a political party involves 
the entire network of relationships 
among those who manage its affairs 
as u'cU as ihe relations among those 
m the votei population who believe 
that ihi’v belong to this collectivity. 
A political party acquires its basic 
form and character from the social, 
economic and political characteristics 
of its identifiers, their images and their 
expectations rather than from the 
dynastic gomgs-on within the higher 
echelons and “inner circles” of its 
leadership. This is at any rate the case 
in a democracy and this distinguishes 
democratic parties from their counter¬ 
parts in more authoritarian systems, 
although even in the latter the charac¬ 
teristics and expi'ctations of members 
and identifiers cannot lie ignored for 
long. Seen m this perspective, even 
the outcome of a “power struggle” 
within the party hieraichy, in the ulti¬ 
mate analysis, becomes sustainable 
only if it ieffects in some measure the 
interests and aspirations of the larger 
constituency of voters who identify 
themselves with the party. The oiga- 
nised party bureaucracy and leader¬ 
ship hierarchy constitute properties 
only at the level of the formal party 
structure. The durability and expansion 
of the party would, however, depend 
on how these formal structures are 
lined up with the vast populations of 
voters, both as mediated by existing 


sub-systems in society and more direct¬ 
ly through the political identifications 
of citizens. 

Thus viewed, a political party is 
an omnibus collectivity of images, ex¬ 
pectations and interests of parly acti¬ 
vists as well as of the identifiers in 
the voter population. The identifiers, 
however, while they develop a fairly 
stable disposition towards their party, 
do not constitute a permanent mem¬ 
bership-group. Their support can be 
ictaincd or lost from one election to 
another. This uncertainty in support 
base is highly functional; it compels 
a political party to seek suppoit among 
various sectors of the population and 
expand its base to incorporate ever new 
groups that enter the political arena. 
Not all parties, however, succeed in 
expanding their base in this manner. 
Often it may lie found more advant¬ 
ageous to build firm entrenchments in 
particular strata rather than seek sup¬ 
port among new strata that may re¬ 
present conflicting interests and threa¬ 
ten a loss of support of erstwhile iden- 
tifieis. Surh gains and losses need to 
be balanced and related to the party’s 
ideological goals. In either case, a 
political party acquires special group- 
properties which may or may not dif¬ 
ferentiate it from other parties. 

Generally speaking, a political party 
acquires its primary orientation in 
terms of acquisition of political power, 
and insofar as this is to tx* done through 
(he electoral process, it modifies the 
party’s formal ideological properties 
and subjects it to a process of negotia¬ 
tion and bargaining among multiple 
interests in society. Since the primary 
objective becomes that of achieving 
political power, its structures become 
more flexible and adaptive so as to 
suit the need of a vote-catching ma¬ 
chine. Paradoxically, these structures 
also become more rigid to allow ideo¬ 
logical considerations to enter into 
their programmes and strategies, again 
largely in order to enhance their vote- 
catching capacities. Both the formal 
rigidity and the operational flexibility 
of parties thus reflect the compulsion 
to develop, sustain and expand a 
popular support base. To illustrate, 
whereas the over-amorphotisness and 
almost total lack of ideological image 
of the erstwhile Congress Party is 
now forcing the new leadership of the 
Congress(R) to inject an ideological 
component into its image, at this very 
time the rather narrow and limited 
support base of paarties like the Jan 
Sangh on the one hand and SSP on 
the other are forcing them to project 


a less ideological and more amorphous 
image. 

Thus on the one hand political par¬ 
ties acquire an identifiable even if 
gradually shifting social character, but 
on the other hand they are prevent¬ 
ed from acquiring a clear interest 
group or class charactei. Together, 
these two aspects make a political 
party a coalitional structure which at 
once transforms existing socio-econo¬ 
mic interests into political resources 
and creates new interests from hither¬ 
to unmobilised strata. Through electo¬ 
ral politics, political parties blur dilt- 
erences and mitigate conflicts between 
various interests in society. As differ¬ 
ent parties do this in respect of differ¬ 
ent regions or social segments, electo¬ 
ral alignments get transformed into 
party and factional alignments at the 
level of the elite, though no doubt the 
latter also influence the structure of 
electoral competition. It is with iden¬ 
tifying these real sources of the chang¬ 
ing political alignments in the country 
that this paper is concerned. 

Our purpose is* to construct profiles 
of major political parties in India 
through an analysis of the socio-eco¬ 
nomic and demographic characteristics 
of their identifiers in the cross-section 
of the voter population. This will help 
us in understanding the empirical na¬ 
ture of the emerging party system in 
India. Our assumption is that unless 
wo know which type of political par¬ 
ties function as coalitional structures 
with a hetrogeneous support base and 
which type of parties function as in¬ 
terest groups with a homogeneous sup¬ 
port base of an economic class or eth¬ 
nic group character, any systemic 
analysis of the Indian party system 
will be an abstract and perhaps empty 
theoretical exercise. 

Attempts have been made earlier, 
through aggregative analysis of electo¬ 
ral statistics and census data, to iden¬ 
tify the suppoit bases of political par¬ 
ties. mostly at the state level.^ By 
matching social and economic aggre¬ 
gates of a region with electoral per¬ 
formance of various political parties in 
that region, as measured by number of 
votes and seats captured by these par¬ 
ties, inferences have been drawn in 
respect of the support bases of various 
political parties. While such analyses 
are important insofar as they suggest 
hypotheses about the general distribu¬ 
tion of regional strength of various 
parties and their probable gross cor¬ 
relation with socio-economic stiatifica*^ 
tion/ they do not provide us with an 
adequate profile of parties in respect 
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of the socio economic characteristics 
ot their individual supporters. 1 or the 
hrst time wl have data on these rela¬ 
tionships which relate to the countiy 
as a whole. 

lorNiii^iNo Party Supportirs 

Thcje are two pJobabU indicitois 
ol parly support psychological at 
tichment to a party and vote for a 
pirt> In oui index of partisanship 
Lsed in the eailiei papei we had com 
bund the two to identify Urong pant- 
sciwA in ihc voter population For our 
present purpose of identifying paily 
wise supi)orteis, however, we ha\e used 
only one item, attachment to a specific 
political party, to differentiate identi¬ 
fiers with vaiious pirties Irom non 
jcfunliiicis All those who said that 
thtv fell cloM to a specific political 
r IItv and mentioned the name of that 
pirty weiL classified as identifiers with 
ihil paity 

Iwo othei alternatives were availa¬ 
ble to us loi identifying suppoitci’^ of 
each paity (i) to combine party idtn 
tilieation and paitv vote to develop i 
ciitciion foi identifying party wise 
suppoitcis, or ( 11 ) to use party vote in- 
sti ad ol paity identification as an m 
die iloi of ]>iit\ supixni 

Ihc Inst alteinitivc was considcied 
inaiipiopn lie fo* our present puiposc 
f 1 the simple riason that those paity 
idtiililnrs wliose paities did nut con 
1 St cite I ions in their constituency in 
H67 did not have a chance to vote 
lot that paity, consceiuentlv these 
paity identitiMs would not get includ 
cd 111 the cilcgniv of pirtv suppoitcrs 
Since in this papci we aie interested 
in identifying ptuty wist suppoiters 
and not in the sHcngth of general 
partisuiship (which we have already 
anilyscd m the la.t pipci), it was 
considered inappropiiatc to make paity 
vote a neccssaiy condition for a per¬ 
son to qualify as a parly supportei 
'"uch a eombim d measure, if adopted, 
would piove disciiminatory in favour 
of the Congress party which contested 
the Ingest numbei of Assembly seats 
in 1967 The identifiers with the 
Congiess i)ditv would thus have a 
^uater chance to vote foi their party 
than identifiers with the other parties 

The leal alti rnatives before us were 
to use pti;rty identifioation oi party 
vote as an indicatoi of party support 
We decided to choose identification 
rathei than vote, firstly for the same 
rtdson foi which we did not use the 
combined measure, and secondly be¬ 
cause vote for a particular party in 
a particular election does not neces¬ 


sarily indicate positive picference of a 
voter for that party The likelihood 
of paity identifiers voting for then 
parties is greater thin that of party 
voteis identifying with that party 
Identification with a paity indicates a 
mon stable disposition of a voter tu 
wauls that pirty than vole for that 
paity in an election Vote for a paity 
can as well be an induced act, un- 
relatid with positive party piefeance 
It IS therefore inappropriate to consi¬ 
der all voters of a particular party in 
an ehction as suppoitcrs of that paity, 
since quite a few among them would 
be those ‘Tree floating” and volatile 
voters who do not belong to that party 
OI fur that mallei to any iioliucal 
party Paity votcis will also include 
those who vottd for that party by 
wa> of tcinponry lepnsal against their 
own paity oi because the paity of their 
prcfeienct did not put up a candidate 
in their eonstituene> 

In view of the above considerations, 
those who expiessed psychological at 
tdchmi^nt for a pirtv wire tieated as 
supporters of that paity, iirespective 
of whether or not they voted for that 
pait> in the 1967 election It should, 
howtvei, bt notfd that the relation 
ship betvNccn party identification and 
\{ tc foi the party is quite significant 
in our sample r= 6 for Congiess and 
fan Sangh idcntificis and 5 for tht 
( onimunist paitus, Swatantra and SSP 
identifitis 

Although Wl have data on party 
wise identifications foi all the pai 
ties for the sake of convenience (and 
valid statistical inferences) we have 
giouped together supportss of some 
parties fhe supporter of the CPI, the 
f PPM) and those who expiessed their 
id(.ntifieation in general lor the “Com 
munist Paity” ippanntly unaware of 
the split that had taken place are 
grouped togethei as Communist sup 
pe)rters, the supporteis of PSP and 
SSP an grouped togethei as Siwri ilist 
suppoiUrs, and similaily the suppor 
tcr‘ of all the legional parties such as 
DMK, Akali Dal, Republican Pailv 
of India, the dissident Congress parties 
that sprang up in a number of States, 
the PWP in Mahaidshtra, the Muslin 
League in Keiala and lamil Nadu, and 
similar paities in other States are 
groupe^l together as supporters of re 
gional parties 

In what follows, we shall address 
oui analysis of party supporters to 
answering two questions, one com 
parative and one specific The first of 
these IS: from which socio economic 
and demographic strata do different 


political paities draw then supporteis? 
What kind of a compaiative picture 
cmeigts — eg, which parties have a 
moK nairow social base than others'^ 
Oiu second concern is what kind ol 
suppoit stiuctuu IS indicated foi each 
maioi political pailv"* Is it differen¬ 
tiated and heU logencous, enough so 
that a party draws its suppoittrs from 
various strata in tlu society in a more 
OI less similai manner, oi is it moie 
conccntiatcd in certain segments of 
tin votei population’ 

11 

Support Base of Political Parties 

As wc hive shown in the last paper, 
SOCK) teoni mic incl demogiaphic 
characteristics are not i,o 3 d picdictors 
of the general l(\cl ot piitisanship in 
the countiy This is due to the j^cnc 
111 p<ililical mobilisition function pei 
formed by political pi Iks But, when 
u comes to the quisiioo of uho shall 
support lihtch pailv the social stiuc 
tunl vaiiables acquiie sicinficanee In 
order that we can both highlight t»nd 
veiify the theoretic il propositions 
m ide in the last s» cti n legiivling Ihi 
rel itionship b< tween difTcu nti Uions cf 
s eial tiucture ami the support 
cliaidcteiistics of political jiirtics, and 
the implic itioiis ol this iilinonship 
foi the pdity system ana political 
development, it is neccssar\ to exa 
mine these lelationships empiiieallv 
Our data on socio economic uul deme 
giaphic characteiistics of pnty wis( 
suppoitcrs leldtc to the following 
Items (i) age, (n) cducalun (m) 
iLiud urban diffeiences (i\) oc eupation, 
(v) caste, (vi) monthly hous< hold in 
tome, and (vii) s 7 « of fnnily land 
holding We shall expl< le the impoit 
of each of these foi th^ support stiuc 
tuie of different parties I oi each of 
th( tables We follow the same proce 
dine as in the last papci iving first 
the sample norm* foi » leh category 
Tnd then the column leieeii iges for 
each vaiiabic categorj 

Act AND Part St i tort 

Whtthei a paity df'aws its suppor 
ters from the youncer voters oi from 
the oldci voters in the electoiatt, oi 
more or less in equ il proportions from 
all age gioups, is in important fictor 
mflueiieing beTlh its pn sent image and 
Its future electoial piospects lable 1 
piesents data on party supporteis by 
various age-grous 

1 he pioportion of voung voters, i e, 
those who entered the electorate for 
the first time in 1967 (21 to 2S years 
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In our little way.;' 


we help India fight its war 
on all fronts 



As India moves towards its Qoal of all-round 
development, we make our contribution. On the 
food front Un.on Carbide provides pesticides 
and polyethylene film which help the farmer 
reap a bigger, better harvest. On the home 
front we bring to you a variety of household 
articles ranging from batteries and flashlights 
to colourful containers made from our poly¬ 
ethylene. We supply raw materials and chemi¬ 
cals essential for the pharmaceuticals, paints, 


textiles, iron and steel and rubber Industries. 
On the export front Union Carbide combs the 
five continents for new markets and its products 
reach more than 50 countries including the 
U.S.A. These are but some of the seeds that 
Union Carbide India Limited has sown to raise 
the standards of living of the people of India. 
Yes, in our little way we help India fight its war 
on all fronts I 



sowing the seeds of progress 
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Table 1 Party Suppori By Agf Gr()ui>s 
(N-1377) 

(Per Cent) 


Ago 

Sample 

Cong¬ 

Sw d- 

Jan 

Commu¬ 

Socia¬ 

Regi¬ 


Norm 

ress 

anlia 

Sangh 

nist 

list 

onal 








Panics 

2I-2S 

0^7) 

16 0 

2(rfr 

18 8 

25 0 

1^8 ~ 

21 8 

26 35 

(^0 7) 

27 6 

28 0 

35 5 

^5 0 

43 2 

^6 3 

36 45 

(21 9) 

22 6 

21 0 

23 9 

20 0 

16 S 

21 0 

46-55 

(15 5) 

16 7 

18 0 

11 6 

8 8 

8 4 

10 5 

55 r 

(15 0) 

17 0 

12 0 

8 0 

11 2 

15 8 

K) 5 

N\ 

( 0 2) 

0 I 

1 0 

2 2 

0 0 

0 0 

0 0 


of a?o), voting for difTeicnt pdilies is Socialist pdities arc drawn fiom i 
moK or less dose to the sample noim single ag« gioup, that betwicn 26 and 
(16 7), foi all parties i \cept the Com- ve.iis of age 

munist parties and the regional pai In brief, the Congri'ss pail> has i 

ties which diaw then support maxi relativdv moic htleiogciK ous suppoit 
malh fiom this age group About one base in tiims ol age, but is slightly 
(luaitcr of supporters for the Comma moie favouicd bv oldei voteis than 
nisi pntus die below 2S yiais of age the voiing th« Swalantia also has a 
Ii seems that the pohtuaIl> awaic iclalivclv hcteiogcneous base, th» Jan 

vtuith, who have eiiteied the eiccto Sangh has its suppoit b ise mainlv 
lit' for the hist time hut most likdv among the not too \oijng and not loj 
ln\L not vet entered the adult period old voiois, and the leftist paitns and 
nf c lining a livelihood tt nd to be ihc* legiond paitits have tlnii support 
utriLtid hv the appeal of the. Comma h^se laiuelv among voung voters below 
nisi pirtrcs on the one hand and the \edis i>f age 

regional parties on the oth« i If wc 

e( mbiiK the first two gmup of >oung I Diu ation anh Parfv Sippori 

voters, the pattern of paitv suppmt \Vh< n viewed in ttims of foimal 
f^eeonies clearer. Ihe Congress Party education of pntv suppoitcis, si'^in 
nr 1967 do vv the lowest proportion of Infant patterns m suppoit siiuctiius )f 
Its supporters figm amemg tin young vnious political paitics au obseivable 
vot( rs (13 6 per cent which is below Fable 2 leports paitv wise jrrnpoitions 
the combined sample noim of 47 I per nf supporters f( r each citcPenv of 

tent foi these two age groups) Tin < ducational level 

proportions of supportrrs in these age All the political puties except the 
groups die af)Ove the simple noun Jan Sangh and the .egional parties 
for all other parties, but th< v are diaw then suppoiteis tiom ilhteialc 
markedly high for all the leftist patties voters in moie oi h ss equal piopoi- 
iiid iding the Socialist parties, and foi tions While the pioportions of illitc- 

thj legional parties The Jan Singh i (t( voteis we little above the sample 

and Ihe Swatantra also diew signi norm of 46 1 pt i cent foi all oiht r 

fnanlK laigi i pioportions of suppoi parties those foi the Ian Sangh and 

tcis from those age ginups as compared regional paities are much below the 

to the Congress, but they were signi sample norm (39 per cent and 28 pt r 

ficintlv below the proportions attracted tint respectively) The abilitv of these 

bv the Kftist and regional parties paities to mobilise the formallv un 

Ihc strength of the Congicss party eduK.alt d voters »s thus seve>-Llv 

is of a different kind. It lies in Ks limited On the other extienn, fiom 

dbiliiv to draw its supporters propor- among the most educated voters, a 
iionally more oi I ss equally from all high proportion of support is drawn 


regional partus who tend to diaw 
thill maximum suppoit from those 
with some education and middle level 
education These cilegories seem to 
favour the regional partus moie than 
any othei parlv The Communists, 
like the fan Sangh, also draw propoi- 
tionally hiavilv fiom the highly edu 
caied (15 pei cent against a sample 
norm norm of 6 pei c< nt) The diffe 
renccs among the two rightist parties, 
the Jan Sangh and the Swatantra arr 
interesiiMg wheieas the Jan Sangh 

diaws snhstintial support fiom the 
mot( educated, the bulk of the Swa 
tantia support (85 p( i cent) comes from 
the illiterates and the less educated 
Similarlv tlic Sociilist upporlcrs seem 
to bi much less < ducated (again 85 
pci cent of then npporl toirits fiom 
the two lowisi lungs of the tduca 
liond laddei) whcicas tire Communists 
diaw si/rable suppoit fumi tin more 
educated stiata 

Ihus the compaialivc profile of parly 
support in tcims it cdiicmonal level 
IS something like this the C\)ngriss 
paitv diaws its suppoit p opoitionallv 
more or J< ss cquallv from ill the edu¬ 
cational sti ltd, with slighllv gieater 
oiipj^oit fiom jlliiciate voters and 
somewhat lowi r from the highiv cdu 
(lied voteis The Swatantra support 
comts from illiii nte ind less educated 
voteis Ihc I in Sangh has a rather 

low suppoit b ise among ih( ilhteiatcs 
md diaws signiticantlv hich iipport 
fiom the highh educated The Corn 
munisl jiditKs hive a good support 
b isc among b<'lh tin illUtiatts (a little 
highei than tiu sample norm) and 
the highlv educated voters whcit they 
dr iw the highi st nropoiiion niiong all 
jiailies Tile SKjalist p irin s on tin 
othei Jiand, have i support base more 
like the Swatmiri the bulk of then 
suppoit coming fri^m the iiliteiates 
and th< h ss educated The legional 

FUities have (In ii predomin int suppoit 
base in the -.inglt categorv of “low” 
edinated and also among the nnddl'’ 
educated Thin poorest suppoit how 
tver, is among the illitciatcs Thev 


a-ie groups more oi less the same as 
the sample norm in each case, except 
for the age group 26 to 35 where its 
support IS significantly lower than the 
sarnph norm The supporters of the 
Swatantra Party are also well distri¬ 
buted between various age groups 
About 60 per cent of Jan Sangh sup¬ 
porters are drawn from the older 
among the young and the younger 
among the old age groups (26 to 35 
and 36 to 45 years) whereas as many 
as 43 pi-r cent of the supporters of the 


bv the Ian Sangh but not bv Ihe also fail to attract the highlv cduc ited 


Tablf 2 Party Siir»i*ORT By Level of Fni catkin 
(N 1377) 


(Per Cent) 


Education 

Sample 

Norm 

Cong¬ 

ress 

Swat¬ 

antra 

Jan 

Sangh 

Commu¬ 

nist 

Socia¬ 

list 

Regi¬ 

onal 

Parties 

niiteratc 

(46 4) 

49 6' 

50 F 

“ 39 1 

~ 47 5“ 

49 5 

28 2 

Low 

(35 4) 

M 5 

35 0 

34 1 

27 5 

35 8 

47 6 

Middle 

(10 3) 

10 0 

6 0 

11 6 

10 0 

7 4 

16 9 

High 

( 6 2) 

4 4 

7 0 

14 5 

15 0 

7 4 

2 4 

NA 

( 1 6) 

1 5 

2 0 

0 7 

0 0 

0 0 

4 8 
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Rurai-Urban Residence and 
Party Support 

These divergmces in educational 
levels are likely to be reHecled m the 
clisliibution of party support by urban- 
lural diffen nets. Whether a political 
party has its support base predomi- 
nanth in uihan areas or in rural 
areas, nr is spread in equal propoition 
in both is an important indicator of 
on the one hand the general popula- 
iit\ of a party and its ability to pem- 
liaic alonu a wide canvas, and on the 
oihei hand its specific oi diffuse ap¬ 
peal Uibamsalion often sums up a 
whole LonsP nation ol modernising and 
•p >li(icisint; influences, including an 
ability to bi disciiminatmg, critical 
ind “deviant” f ible ^ provides us 
with data on tin iiiban rural distribu- 
^iion of ^ijpportns of diffeient parties. 

llie ( onuress and the Communist 
liitiLS have then support! rs piopor- 
tionall>* distributed both in the urban 
and the ruial s< clots The pioportion 
>l lire lural Congress supp<')iters and 
thu urban Congress supporters and 
th os( of (he ruij] Communist suppoi 
teis and the uiban Communist su^.por- 
tcis appioMinate then n spcclive 
sarri[)le noims In conttast, the Swa- 
l.iniia and ihc Socialist putics have 
ihci. support has< s pi cdominanllv in 
lilt luraJ ncas (though thi Socialist 
pailiis faiL bcttci than the Swatantr.i 
in diawnig support from urban areas). 

I lu fin Smgli ami the regional pai- 
t cs Me predominanllv urban based 
pnlics, (he piopoitions of (hen urban 
supporters being much above and 
those of then rural supporteis much 
below their iesi)cctiv( sample norms 
Thus trnce again the ( ongiess Party is 
the pait> of even spread’ whereas the 
suppoii base of the right parties and 
(he left pal tics show divergent patterns 
u irhin each of these groups, the base 
of th( Jan Sangh being closer to that 
of ilu Communists whereas the Socia- 
li t suppo"! base is moie like that of 
(he Swatantri. 


OrtOHMION AND PARIV S(lPI*OR'»' 

RcKitcd to the urban ruial suppoit 
piUein is the occupation distnbution 
party supix)it Table 4 prisents 
dal I on supporters of various parties 
bv • ac h occupational category along¬ 
side the sample propoition ot each 
category Once again, only the Cong- 
icss party has a heterogeneous suppoit 
base, (he prop^iitions of its supporte''s 
In all occupational categoncs lacing 
f urly close to thcir re8i>ectLve sample 


norms (with some drop in the case of 
white-collar workers and some use in 
the case of cultivators) Note again 
that It is in the class of while collar 
workers that a significant shift against 
the Congress party took place between 
1962 and 1967. See the paper cit«d 
above By contrast the support base 
of the Swataiilra party is extremely 
narrow: it diaws the bulk of its sup¬ 
porter Irom the singU class of land¬ 
owning cultivators. Its support from 
this class IS higher than that of any 
othei paity including the Congress 
The only other group from which it 
draws any signihcant support is the 
class of landless laboun rs One sus 
pects that this may be a function of 
patron-client ties between the cultivat 
ing landowners and the labourers 
Overall, it is an extremely narrow, 
support base * In contrast to Swa- 
tantia, the Jan Sangh draws propoi 
tionalJy more supporters from urban 
based occupations —- the professionals, 
businessmen and while collar workers 
as compared to samph^ norms 
Among the largest piop<irlron ol sup 
poit for any party among these occupa 
tions IS for the Jan Sangh On the 
other hand among fattoiv workers, 
unskilled labourers and the landless 
labourers |ari Sangh draws less sup 
port Fven among landowning culti 
valors Us proportion is lowci than the 
sample norm Thus while the pa ty 
has d strong ui!»an base, even thcic 
Its support is more among the white 
cojlai loW( r middle class than among 
the more numerous factoiv woikers 
and unskilled labouiers 


The Communist parties also have 
an almost as stnmg base among th< 
white-collar workrTs as (he Im Sangh 
and an «ven strongei base among the 
professionals Among the busimss 
class, however, (htir suppoit is *ilmost 
neglieible 1 he land owning cultiva 
tois also lend less (o supp<nt the 
Communist parties, in fact cve n Jess 
than ihev support the Jan Sangh 
Thi Communist paitics’ joal sticneth 
lies among the wtnkmg clds-> Thus 
in the uiban areas a p dansation of 
paity support is evident 1^ (ween (he 
C ommiinist parties on the one hand 
and the |an Sangh on thi other 

The Socialist parties diaw ihcir sup 
port propoiUonallv vcr\ heiMl> ftoin 
the landN ss laboiireis and mme 
less pioporiionalh from urban whm 
collar and business occupational cate 
gojits Among the skilKd factorv 
workers thes have vciy little suppoit, 
howevti The occupitional suiiiNut 
base of the region d paitiis is some 
what comparable to thaf of lh( Com 
munist parties except for in infciest- 
ing lact * the\ tlravx a high propoi lion 
of supjx'jrt liorn busimssmcn In fict, 
the highest piopoition of pai(\ snp 
poit m this categoiv is for regioinl 
paitics Among the prob ssionals, on 
the <uhcr hand, then suppoii is negli 
giblc 

On the whole th< occupation il pro 
lile Df j)arlv suppoi t stiuctiiKs that 
emerges fiom th< above andvsis is 
rathei inleiesUng and in man\ details 
confiims the piotihs m i O'-poet of 
ml) m ruial and educ itional catego 
Ties 


Tabu 3 Party Support By Pi At f or Ri smi Nr i 
(N 1337) 


(Pci Cent) 



S implc 
Norm 

Cong¬ 

ress 

Swat 

antri 

1 in 

S High 

Corn mu 
nist 

SCKKI 

list 

Regi¬ 

onal 

Panics 

Rural 

Urban 

(77 7) 
(22 3) 

/8 2 

21 8 

93 0 

7 0 

65 2 

34 8 

7S 8 

21 2 

SS 3 

14 7 

6 S 4 
34 6 



Tabi l 4 . Party Support 
(N 1377) 

By OftopAiioN 

(Per Cent) 

Oocupition 

Sample 

Cong- 

Swat- 

Jan- 

Com mu- 

Soi 11- 

Rcgi 



Norm 

less 

antra 

Sangh 

ni^t 

list 

on 1 









Panics 

1 

Professional 

( 2 5) 

2 9 

1 0 

2 9 

3 8 

1 0 

0 8 

2 

Business 

( 7 3) 

7 9 

4 0 

8 0 

1 3 

7 4 

8 9 

3 

White collar 

( 7 6) 

6 4 

4 0 

13 8 

12 S 

7 4 

8 9 

4 

Cultivators 

(46 0) 

47 3 

64 0 

44 9 

3S 0 

41 0 

35 5 

5 

Skilled—factory 

( 3 8) 

3 0 

3 0 

2 2 

It) 0 

1 0 

9 7 

6 

Unskilled - factory 

( 8 4) 

8 7 

3 0 

8 0 

11 1 

7 4 

10 5 

7 

Unskilled NF 

( 9 1) 

9 5 

5 0 

4 3 

1) 3 

9 5 

12 9 

8 

Ag landless 

(12 4) 

12 3 

13 0 

9 4 

12 5 

20 0 

10 5 

9 

NA 

( 2 9) 

2 1 

3 0 

6 5 

2 5 

5 3 

2 4 
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Castf and Part\ Support 

S( verdl studies are available at the 
Village, constituency, and regional 
levtls about involvement of castes in 
pohUcb A study based on the present 
national sample is also now available 
on th(. saliance of castes m electoral 
politics.” These studies, whiU they 
examine some inteiesting hypotheses 
about the importance of caste m dec 
toral behaviour, do not provide an 
oveiall national picture of the caste 
basis of party suppoit As lablc 5 
shows, signiticant suppoit patterns ait 
discernible in teims ot the suppoikrs 
vaiious jiolitical paities diaw fn.ni 
dilTerint caste and lehgioiis giuups in 
society 

The Congress paity, agon, hi, a 
Unly heteiogentous social bai.c Its 
suppoitcis come projiortionaliy nioic 
oi less equally from vanoe^ casti a«d 
icligious* groups in society The pio 
poitiun of Muslim suppoit<.rs foi 
C ongress is slight]v above the sample 
noim and that of the middle ca^ic 
groups slightly below But these 
dilTcienccs are not highly sigiioicant 
I he piopoition of Congress suppoitcrs 
among all othei caste anil religious 
(.ategoues closelv appioximab then 
icspectivc sample norms The Swa 
tanira paity has* a piopoitionaJly 
higher repiesentation ul thi “uppci” 
caste groups, th( “low' c iste gioups 
and the Muslims. The Muslim sup- 
poit for Swatantia in 1967 was even 
higher than that for the Congress 
I his is piobdbly on account of Ik 
majoi shift of Muslim support fiom 
the Congiess to the Opiiosition m 
1967 in Gujarat, Rajasthan, Bihar, UP 
and Oiissd where a sizeable section of 
Congiess defectors went to Swatantia 
On the other hand, the middle caste 
groups, the Harijans and the Tribals 
art significantly low m their propor 
tions among the Swatantia suppuiteis, 
wheicas the othei lehgious minoiitics 
do not hnd any n presentation at all 

The Jan Sangh has the highest pic 
poition oi upp<r caste supporters com 
paied to all other parties. About 50 
per cent of Jan Sangh suppoiters come 
from the upper caste groups, which is 
very significantly above the sample 
norm of 31 per cent In all the u - 
maining caste categoiies, including the 
Hanjans and the tnbals, the Jan Sangh 
diaws a lowei proportion of suppoiter® 
than the sample proportion. And 
among the Muslims and other religious 
minorities its support base is very 
weak indeed. In contrast, the Com¬ 
munist parties draw the highest pro¬ 
portion of supporters from the *Tow" 


castes whereas their support among 
tin upper casks is piopoitionally les*- 
than the sample proportion Muslims 
too aic propoiIjoiidlly undtiicpicsenl 
td among the suppoiteis of the Com 
munist paitics Fht Socialist paitics 
too deiive their suppoit base mainly 
from the “low" castes but they draw 
significantly more suppoit than the 
< oniinuMist piitits from the Haiijans 
and the tiibals A little om r half of 
the Socialist suppoiteis come from 
ihcsi low pi ictd caste and ethnic 
gioups The Sf)cialists also draw pio 
poitionilly good uppo t (as close as 
the sample norm) from tin “upper” 
castes ® 

Ihe legion il parties aic essentially 
ihi parlies if peripheral groups in 
Iiidiin sociciv Compand to all other 
jiaities, they have the smallest propoi 
iKUi of tht ‘ iippu and “low" caste 

.iippcu tt 1 s, much below then i« spec 
live sampit no'iiis Among the caste 
Hindus they ha\c a significant propoi 
lion of suppoitcrs oiibt from the 

middle ciste gioup Ihis is probablv 
accounted for b\ ihi wide based DMK 
and the lin^’uislicalK oriented partic-* 
lik( the M iha Cnijoat Janta Par shad 
The main bulk of the regional pailv 
suppoitcrs L mts bom tin Muslims 
the oiIk 1 religious miuoiilies and tin 
Hanjans and Tnbals This again is on 
account of the particT included m this 
cattgoiv, like the Muslim 1 e.iguc, the 
Majhs e Mushaw uat, the Akali Dal, 
the Republic in Paiiv ot India, etc In 
biicf the ethnic and linguistic chaiact 
cl of the regional paitiC'. is boint out 


by the conccntiation of their support 
bases in ceitain pock< ts of caste and 
religious g)ruups 

iMOMl AND PaHIY SuCPORT 

Although the piobibilitv ol trroi 
in lepoited income in a survey is high, 
It IS expected that bias involved wiP 
be consisUnt over vauoris gioups 
Since wc are not mieiested in the pic 
CISC amount of one's incomi, but n 
the degue ot differences m incomes of 
saiious groiqis in the population, it is 
hoped that uiidci icpoiting of mcom< s 
will not seiiousb aflcct oui findings 

Inteiesting diffeicnccs aic obseivablc 
in the support basts of various paities, 
imong difto ent income giouiis ui thc- 
socicty Table 6 presents part} wise 
proportions of supptuters lor four in 
come gioiqs the lowest (btlow the 
Rs 100 per montli), the low (between 
Rs 100 and Rs 200), the niiddit 
(between Rs 200 and Rs ‘lOO) md the 
high ( Ok M Ks ‘lOO; 

Agiin IS c(.»niiiaicd lo the other 
parties, the Congress parts draws its 
suppuiteis more or h ss piopoitionally 
from all the foui income groups The 
piopoihon v>f Us supi)oiteis in the 
“lowist and m the “highest’ iner»me 
gioups lie howevti litth below then 
respective simple nouns, to that extent 
thtse imonK groups jie suniewhat 
unticj icpii scntctl among tin Congiess 
suppoitcis In eonliasi rhe Swatantia 
put\ has the highest propoi lions of 
suppoiteis tioin th( “lowest’ and the 
“highest’’ income gioups, which a e 
significantly latgei thin then icspic 


I \niL ^ 


Pariy Suiu’okr By Casti 
(N 1377) 


(Pci Cent) 


Caste 

S implc 

C^'orig 

Sw at 

Jan 

Comma- 

Socia- 

Rcgi- 


Noini 

rcss 

antia 

Sangh 

nist 

list 

onal 

Parties 

Up pel 

Middle 

(U 2) 

T| 0 

16 0 

SO 0 

26 2 

31 6 

lb s 

(H 4J 

12 4 

7 0 

13 8 

n 8 

8 4 

29 0 

Low 

(20 3) 

2i> 0 

28 0 

15 9 

8 

24 2 

8 9 

Hanjans and Tnbals 

(20 5) 

21 0 

If 0 

JS 1 

17 5 

29 S 

21 0 

Muslims 

(11 

12 4 

16 0 

2 2 

6 3 

6 3 

17 7 

Other leligions 

( 3 2) 

^ 1 

0 0 

0 0 

2 S 

0 0 

12 9 

NA 

( 0 1) 

0 2 

0 0 

0 0 

0 0 

0 0 

0 0 


Tabi l 6 Party Support By Income Groups 
(N = I377) 


(Pci Cent) 


Income 


Lowest 

Low 

Middle 

High 

NA 


Sample Cong- Swat- Jan Comma- Socia- Rcgi- 

Norm rcss antra Sangh nisi list onal 

Parlies 


(36 6) 
(28 0) 
(19 0) 
( 9 6) 
( 9 8) 


34 4 

40 0 

23 2 

36 3 

37 9 

29 2 

27 9 

18 0 

27 5 

25 0 

32 6 

36 2 

19 3 

17 0 

23 9 

16 3 

15 8 

14 4 

7 7 

14 0 

16 7 

16 3 

7 4 

8 1 

10 8 

11 0 

8 7 

6 2 

6 3 

8 1 
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tive saniple noims Its suppoiters aic 
piojK)jtJ(;nallv undv,! I Lpt Lsentcd in the 
"low' and tlic ‘niidtilt’' income 
gioijps I he jan Saneli diaws its sup 
poitcis mainly fioni the "middle*' and 
the ‘ hn,ti ’ income groups, and Jess M) 
from ilu "lowest ’ incimit ^^mup. 
Intcu tin^lv, while tli< Contrmini^t 
paitics hav{ a -,c><)d prop niron '»1 their 
ijppurtus (cNjsc to the imple noirr) 
ti( m Iht lowest iiRun c j^ioups, it 
also his till hivilusl pjopoilion ol 
‘ fill'll inconn iiiuiip suppoitcis 
wluiL piop«)jtion j, as hivh as loi the 
I in Sujsli I he Sociilist iiaities have 
ihiir supiHitcis niaijilv fiom the 
‘ lowe St ind the “low ’ incoim 

ii‘o)llp, 

11k mijmhjUis of ih«. H'eional pai- 
tus cons 111 iclaii»cl\ gicitei poipoi- 
(K n horn il e "low ’ ind "middle*' in 
coim ^KKips than fi<im the “lowest* 
irid (Ik ‘ hi^h income f'loiips Ihus. 
cornpai itiiclv the Socialist parlies 
hisc tin laii I si pioporlicm of poot 
M'lpoiters ind (lie Jin S.i/irIi has iht 
sniiilli s( In the end it >tioiild be 

noted (hit (he i.itc of non lepoitiriR on 
income u e-pnu hish in oui sample, 
JO pel cent 111 (lie li ( d paitv sup[)Oi- 
tc/s dd 11)1 pruvidt me nne data 
Sine^ tlK menkncL of lefusiL is moie 
or less cquallv disliibutcd amongst 
the siippoitits (il ill jiaitus it his not 
much allieUd oui lindiuR^ 

1 wniioi DISC, Pabtv Suppoki 

The si/c c»t landholdinR represents, 
after h eomi another inipoitant indi- 
cafoi eif eeonoriiic support base It is 
howevti moj{ ieL*\diit foi the* iiiial 
seelc'i than lor the uiban seetoi. 
Henee the eat< roi^ of “landless” in 
the lable his to bc' understood care 
full\, for It includes both the luta^ 
populat'on of landless labour well 
as the piofessionals and businessmen 
in the in ban population This charac- 
teiistic of economic support base, 
thcielipc, IS nioie nioaningful with res¬ 
pect to the landholders than the land¬ 
less biRniheant siipixiit patterns arc 
found foi dilfe lent parties in teims of 
landholdings (Table 7) 


The Congress pJrty has diawn sup¬ 
porters pioportionally from all the 
categories of landholdcis. The propor¬ 
tion of ( ongiess suppoiters in each 
category of 1 indholding is close to its 
te speetive* sample norm 

The Swatantia party has its bighe,>t 
puqxirtions of supporters liom the big 
landowncis (above 10 acres) and ot 
middle si/e (between 5 to 10 acre ) 
lanch)wne 2 s, arrd has a relatively 
smaller propJ tion of supporters from 
the small landowners (below 5 acres). 
That It has a very small proportion of 
suppe)iiers with no land is more likel> 
due to Its piedominanlly rural base 
I he Jan Sangh’s suppoiters with no 
land are most likely to be from the 
urban sector Among the landholders 
Jan Sangh suppoiters ecmie also more 
from the owners of middle and big 
si/e holdings than from the small land- 
holdc IS 

Jn contrast to the Swataritia and 
Jan Sangh, ihc Communist and Socia 
list pailies have their supporters mainly 
horn the small landholdeis. The Cor*- 
miniist parties ha\e a substantial sup¬ 
port base also among the landless, but 
this would include its uiban support¬ 
ers Cornpaied to all other paitns, the 
Sueialisl paitics have the highest pro¬ 
portion of small landholders as then 
snppe)iicrs. Little over half of the So¬ 
cialist supporters an accounted for 
small landholders The main bulk of the 
suppHuters of the regional parties are 
the landless and the small landholders. 
Ihus, while the Congress Paity has a 
fan distribution of its supporters in dll 
the categories of landholdeis, the Jan 
Saneh and the Swatantia have their 
support base piedommantly among 
those with Idige landholdings; and the 
Communist pailies, the regional parties 
and above all the Socialist parties diaw 
th< ir supporters predominantly from the 
small landholders 
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Summary Profiles of Parties 

We ma> now bitng together (he vari¬ 
ous threads of our analysis for coo- 
strucLing tentative prohles of support 


for each parly or group of parties, and 
then for the kind of social alignments 
that inlo^rm and undcilie inter party 
competition. 

(1) The Congtess jurty has a illa¬ 
tive jy more hetcTc)geiie«)Us and dilfcrcn- 
tiated sociil, economic and demogia- 
phic suppoil base, compared lo all 
other paiti's This is true not simply 
in terms of its spread ovei all regions 
but also in terms of it? ability to 
cut across the vaiious divisions of 
caste, occupation, economic class and 
demographic differentialions It, how¬ 
ever, draws its supixiiliis a little moi'* 
or little less from ceitam segments of 
the population its suppoiter, c:)nsist 
more of the middh aved and old 
\otcrs and 1< ss of tlie young voters 
has a slightly highei piopoiiion of illi¬ 
terate than highly educated voteis; 
more rural suppoiteis than urban sup¬ 
porters its occupational and caste 
base is laiily diveisiliod, with slightly 
git alci suppoil from middk tasle 
groups and Muslims Its tconoinic base 
IS also very broad based, with slightly 
less support fiom highci income 
groups The party's suppoit is also al 
most ccpiallv siircad over the vaiioiis 
gioiqis of lindholdeis On the whojt 
the Congn ss party enjovs the suppoit 
of all sections of society and its posi¬ 
tion of a “party uf conseTisus” is t;u 
ly reflected in tht* social stiuctuie of 
its suppoit 

(2) Tht Swatantia party has a 
predominantly luial base and even 
there its supixirt is confined more to 
the landowning cultivators and rheir 
“clients” among the landless laboui- 
eis This Is also reflected in the rela¬ 
tively larger suppoit that it lect ivcs 
from the “uppei” as well as the “low” 
castes, as tompared to the “middle** 
caste groups, and from the lowest and 
highest income strata rather than the 
middle stliate It is furthei reflected 
jn the party’s overwhelmingly rural 
base and a vt ry thin base m the urban 
areas — no other paitv’s suppoit is so 
predominantly rural -and the fad that 
a large majotntv of its supporters aie 
either illiterate or with little educa¬ 
tion. Significantly, liowevcr, after the 
regional parties (which include all 
Muslim parties), Swatantra had the 
higliest proportion of Muslims among 
Its support! rs This is due to the shift 
of Muslims fiom the Congress in 1967 
and the fact that among the non- 
Congress parties this was a more “secu¬ 
lar” and outspokenly “anti-Communist 
party. 

(3) The Jan Sangh is clearly a paity 
with very strong bases in certain 9pt^ 


Table 7 


Party Support By Landholding 
(N 1377) 


(Per Cent) 


Landholding 

Sample 

Norm 

Cong¬ 

ress 

Swat¬ 

antra 

Jan 

Sangh 

Commu¬ 

nist 

Socia¬ 

list 

Regi¬ 

onal 

Parties 

No land 

(M 4) 

~3oT~ 

18 0 

33 3 

36 3 

28 4 

43 5 

Below 5 acres 

(36 2) 

36 6 

34 0 

25 4 

36 3 

51 6 

34 7 

5 to 10 „ 

(14 9) 

14 5 

17 0 

21 7 

16 2 

10 5 

10 5 

10 f 

(15 4) 

15 5 

30 0 

18 8 

11 2 

7 4 

8 9 

NA 

( 2 1) 

2 6 

1 0 

0.7 

0.0 

2.1 

2.4 
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dfic segments of society and a vexy 
poor base in the rest. Its supporters 
come mainly from early middie>age 
groups (26 to 45 years), from middle 
and highly educated urban residents, 
and from white-collar workers, pro¬ 
fessionals and businessmen. Compared 
to all other parties, it has the largest 
proportion of upper caste suporters, 
constituting half of its total supporters. 
Eajnomically, relatively greater pro¬ 
portions of its supporters come from 
middlr: and high income groups and 
from among landowners with middle 
and large size holdings. It has a very 
poor 1)asc among the illiterates, the 
rural people, the poor, the landless; 
and among the working class in urban 
areas. Its support among the low caste 
groups the Harijans and the tribals is 
r^juite lew and is negligible among the 
religious minorities. 

(4) The Communist parties, though 
they Jiave their support base more in 
some special segments of the voter 
population, are relatively more differ¬ 
entiated than the Jan Sangh. Tlieir 
predominant support lies among the 
new and young voters, both ^he illi¬ 
terates and highly educated, both the 
middle class professionals and white 
collar workers and the industrial and 
agricultural working class, and the 
“lowest” and “bjgh” income groups. 
Caste-wise they draw their major sup¬ 
port from low castes. Their support is 
ptoportionally low among the old vot¬ 
ers, the less educated, the businessmen 
and the^ cultivators with large land¬ 
holdings. It is low among the upper 
castes, the religious minorities, the 
Harijans and the tribals, and among 
middle income gioups. On the whole 
the Communist parties, though not yet 
a nation-wide force, have wherever 
they enjoy support a strong base among 
the middle and upper middle classes 
or the one hand and organised labour 
on the other. But, contrary to the ear¬ 
lier position, by 1967 its support base 
v/as fairly evenly spread among both 
rural and urban areas. 

(5) The Socialist parties, by con¬ 
trast, have a predominantly rural base 
and a very small urban base. As 
indicated by data not presented here, 
a large part of its small urban base is 
constituted by the PSP, while the SSP 
has almost an exclusively rural base, 
'fheir support is predominantly from 
young voters between 26 and 35 years 
of age, the illiterates, the landless 
labourers and the cultivators with 
small landholdings, the low caste 
groups, the Harijans and the tribals, 
and the very low income groups. They 


also have some support from the urban 
middle class, mainly businessmen and 
white collar workers, but not profes¬ 
sionals. But they draw their main sup¬ 
port from the poorest and the most 
deprived sections of lural society. 

(6) The regional parties have their 
support base mainly in the urban 
areas, in the younger age-groups, the 
fairly educated, the businessmen, and 
ihe middle caste groups. They also 
draw significant support from the ur¬ 
ban working class and since this 
group includes all kinds of ethnic and 
sectarian paitie^s, these parties have a 
considerable base among the Harijans, 
the tribals, the Muslims and other re¬ 
ligious minorities. 

Social Alignments and Inter-Party 
Competition 

Wc may now attempt to infer from 
the profiles presented above the so¬ 
cial, structural and demographic reality 
underlying inter-party competition. 

In the urban areas the Communist 
]>arties seem to be in direct confronta¬ 
tion with the Jan Sangh insofar as both 
draw their supporters equally f’om the 
same .strata, namely the middle class 
base ol white collar workers and pro¬ 
fessionals. In fact, it IS a three-corner¬ 
ed compeiuion among the Jan Sangh, 
the Communist parties and the Cong¬ 
ress for the supfX)it of these urban 
groups, where the Jan Sangh is a more 
likely beneficiary since the “left” and 
“left-of-centre” support gets divided 
between the Congress and the Commu¬ 
nist parties. Among the other urban 
gioupj, the skilled workers and manual 
labourers, however, the Communist par¬ 
ties have a clear edge over the Jan 
Sangh, but they are in direct competi¬ 
tion with the Ckingress. Similarly, 
among the businessmen the Jan Sangh 
has a clear edge over the Communists 
but It is in direct confrontation with 
the Congress. It should also be noted 
that the regional parties wherever they 
exist in the urban areas, also enter 
this competition for support and most¬ 
ly cut into the Congress and Com¬ 
munist support bases. 

In the rural aieas, the situation of 
confrontation is mitigated and made 
more complex by the existence of pre¬ 
dominantly rural based pa»rties like the 
Swatantra and the Socialist parties. 
Just as the Jan Sangh cuts .’nto the 
rightist support of the Congress in the 
urban areas, the Swatantra does so in 
respect of the rural areas thus indi¬ 
cating complementarity of the sup¬ 
port bases of the right parties, where¬ 
as the leftist support is fragmented 


partly through the fragmentation 
among the leftist parties themselves 
and partly through the ability of the 
Congress to cut into the support d 
each of them. On the other hand, it 
should also be noted that the very 
piocess of splitting of the Communist 
and Socialist movements has led to 
increasing support mobilisation ol 
down-trodden and peripheral strata of 
the population thus creating a power¬ 
ful potential for a leftward movement 
in the rural areas. 

In each of these cas<!s — the Swa- 
tantra inobilisatiun of rightist support 
and the SSP and CPI(M) mobilisation 
of leftist support in rural areas — tlie 
gains of these parties have been made 
only partly by cutting into Congress 
support and much more by extending 
their support into hitherto unmobilis- 
t?d peripheries oi society. The Social¬ 
ist parties (mainly the SSP) have done 
this in respect of tlnj low castes, the 
Harijans and the tnbals, as well as the 
landless labourers and small landhold¬ 
ers. The Communist parties too have 
played a big role in mobilising the 
low caste groups into politics. These 
roles are complementary. Thus where¬ 
as the relatively mori' educated and 
probably politically more aware voters 
liom among the rural areas (as in the 
urban areas) arc mobilised by the Com¬ 
munists, the educationally, politically 
and econoinically backward voter po¬ 
pulations aic mobilised by the Social¬ 
ist paitics. Finally, the special reli¬ 
gious and etlniic communities who 
have Ijccn economically backward and 
until recently politically apathetic have 
been mobilised by the regional parties. 
Partly tins has also been done by the 
Swatantra paity, largely because of its 
leadincs.s to take over legional and 
ethnic orgaTiisations (like the Ganatan- 
tra l^anshad in Oiissa and the K.shii- 
triva Saltha m (iujarat) under its label. 
Tims, while the leal ciimpetition for 
supiHiit in urban areas is among the 
Congress, the Connniinists and the Jan 
Sangh, in tlie rural aieas it is among 
the Congress, the Socialists, the ;e- 
gioiial parties and the Swatantra. 

IV 

Social Structure and Party 
System: An Overview 

Our analysis in these two papers of 
the general development of partisan¬ 
ship in the country and the socio-eco¬ 
nomic support structure of specific po¬ 
litical parties throws some light on the 
relationship between social structures 
and political processes. Insofar as 
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political parties perfonn general mobili- 
sation functions for the whole political 
system, they contribute to the expan¬ 
sion of the political sector in society, 
cutting across various social and eco¬ 
nomic divisions. The growth of a po¬ 
litical sector is crucial for a society 
like India in which political authority 
has been traditionally fragmented and 
in \shich power has been a function 
ol status relationships of an ascriplive 
system ot stratification. It is political 
patties that have provided for the first 
ttiiie in Indian history not only an as.- 
sociatioiial basis tor nation-wide iden¬ 
tifications but also a scries of intenne- 
diato stniclures between political au¬ 
thority on the one hand and social 
structure on the other. Through deve¬ 
loping among the voter populations po¬ 
litical oiicntations in general and par- 
f* lisan attitude's and commitments in par¬ 
ticular, political paities in India have 
bed! perfomiing a major role in the 
creation of new identities that enable 
submciged populations to find then 
place undci the sun. 

Ovtni Y I’aOFlJSSlONALlSED 

The expansion of the political st c- 
lor Llirough such an open process ot 
i omxietition between socio-economK 
gioups that bad bitberlo iiuictioned m 
a hiciarcbieal ordei diiectly urulei- 
mines tiaditionjfl status relationships 
and makes political power accessible 
to vaiious social and econoffme sUata 
111 the society. It not only brings va¬ 
rious voter populations into the realm 
of participatoi y politics but in the pro¬ 
cess also makes social and economic 
cleavages relevant to the distributive 
pri cesses ot politics. This process is 
institutionalised mainly thiough the 
functioning ot political parties. Par¬ 
ties, in their competition for the con¬ 
trol of the power apparatus, tend to 
piovide meaning to cleavage stiuctures 
m society at various levels. This not 
only makes the prevailing social struc¬ 
ture and changes taking place in il 
relevant to the process of power, but 
also prevents the power process f:oro 
becoming elitist and overly profession¬ 
alised. 

It is indeed the function of politics 
to “politicise'' and it is precisely the 
pioccss ot politicisation that makes 
socio-economic cleavages relevant to 
politics. It is through these new iden¬ 
tifications that citizens develop vis-a- 
vis political paities that dormant cleav¬ 
ages and differentiations in society are 
activated. The support structures of 
paib’es cannot thus be viewed as mere 
mechanisms of “articulation” and “ag¬ 


gregation” of socio-economic “inte¬ 
rests”, for it is through wholly new 
identifications (with political parties) 
that true interest perceptions develoii 
and become meaningful for different 
social strata. In other wouls, the rele¬ 
vance of social and economic cleavages 
for competition among political parties 
cannot be established merely in terms 
of the socio-economic characteristics of 
party idcntifieis. Il is necessary tliat 
their identifications are leasonably con¬ 
sistent with their interest preceptions. 
In other words, there is more to paity 
identification than mere loyalty and al¬ 
legiance to a pally, it is also neeessaiy 
that it repicscnti stable cognitive ori¬ 
entations. As paitisan orientations ex¬ 
pand and these become relevant to the 
stnicture of social cleavages and per¬ 
ception of divoigerit interests, this is 
bound to hapi^n. 

CoMPETiNc: Ideologies 

Tlieio is evidence in our study to 
support this foimulatioii. To present 
just one section ol our data for illus¬ 
trative purposes, on a question relating 
to govenimenlal conliol over the eco¬ 
nomy, our respondents were divided 
almost in a polai inannei, about 42 
per cent unequivocally favouring con- 
tiols, 44 pel cent not favouiing them, and 
14 per cent not having any position lai 
the issue. Interestingly, when examin¬ 
ed in teiTiis ol the respondents’ paity 
identification, afioul b.j jicr cent ot 
those w’bo identified with the Com¬ 
munist xrarties weie ui favour of in¬ 
creasing government controls as against 
23 and 24 per cent of Jan Saiigh and 
Swatantra identifiers, respectively. The 
Congress identifiers, on the otlier hand, 
wcr(‘ more or less diiially divided, al¬ 
most m the same pioportion as the 
sample norms. In other woids, the 
“left", “right” anti “centre” miages of 
these parties art* not simple artifacts. 
they' have a cognitive basis in then 
supporters who evidently have develop¬ 
ed active orientations tovvmds issues 
based on some percrjption of intcicsts 
and at least a minimal orientation to- 
waids competing ideologies. 

It is in respect of such a linkage be¬ 
tween a party's sup]>ort structure and 
its more <’onscious politics that the 
true mc^aning of the former becomes 
clear. As a political party expands its 
social base, this relationship is bound 
to bec’ome more complex and lend an- 
tononiv to paity identification as .such 
(as has already happened in respect of 
the Congress party). While competi¬ 
tion among jpolitical parties lor elec¬ 
toral support thus makes socio-econo- 
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mic cleavage structures relevant for 
the distribution of political power, tlie 
dynanucs of power competition in turn 
generate new imperatives for political 
parlies. These imperatives compel them 
to attend to calculations which go be¬ 
yond mere representation of specific 
socio-economic interests. As this hap¬ 
pens, political parties cease to be mere 
relfections of siycial and economic inte- 
lests in society'. In its bid to expand 
its support base, a political iiaity 
tends to be more adaptive and per¬ 
meable. In the process it c()nverts the 
ixitential of a cleavage tuining into an 
all-out struggle into a .situation of in- 
leiplay and bargaining among various 
intei ests. 

Socixi. Prohles 

'Ihiis the irlatKrtiship between social 
stiucluie and political parties cannot be 
viewed dcteiministically from cither 
side. It is an intciadive relationship 
thiough w'hich sn<Mo-econoini<' cleav¬ 
ages acquire political meaning and iio- 
litic il parties acquire firm bases in so¬ 
ck t\. As this hapix'iis, paity stiuc- 
luies break into the iigidities ot exist¬ 
ing ole.ivage stiucturcs in society, con¬ 
stantly' ledt'fiiie and leadjust various 
Lompc'ting intciesls, and aiticulale a 
fiasic c'onsensus and a viable political 
loininunity Oui analysis of social x)io* 
files ol paities has to lx' view'ed against 
dlls [leispectivi' of the giowlh of a po¬ 
litical community 

Notes 

1 The analytical fraincwoik of party 
system analysis based on “func¬ 
tional prei equisites” informs much 
of the w'ork of American political 
scientists. Foi a ri'preseiitative of 
this school who has worked on 
the Indian party system over a 
long ix'iiod of time, see Myron 
Wcaiiei, “daily Politics in India: 
Development of a Multi-Party 
Svsiein”, Princeton, Princeton Uni¬ 
versity Piess, 1057; “Politics of 
Scarcity: Public Piessiiie and Poli¬ 
tical Response in India” Chicago, 
Chicago University Picss, 1962, 
and “Partv'-Biiilding in a New Na¬ 
tion . The Indian National Con¬ 
gress”, Chicago, Chicago Univer¬ 
sity Picss, 1967. For a systema¬ 
tic critique of this approacli both 
in general theoietical teirns and as 
applied to India see Rajni Ko- 
thari, “l^ilitits in India \ New 
Dellij, Of lent Dingmans, and Bos¬ 
ton and Toroiifu, Lillie Blown and 
Cio, 1070, especialJv the chapter on 
SysUin and Coalition-Mak¬ 
ing”. See also, for a brief and co¬ 
gent sfateinent ot the perspective 
adoptccl in this paper, the “Intro- 
^ ductfon” and tlic analytical papers 
in “Conte.xt of Electoral Change 
in India”, Centre for the Study of 
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||vOTlNG IN INDIA—V 

Patterns of Political Instability 

A Study of the 1969 Mid-Term Elections 

Ramashray Roy 

The complex wteractian between political processes, socio-economic conditions and public polities 
responsible for the decline in Congress dominance has by now been comparatively well documented. 
But it has not been explained why the electoral choice in certain States should continue to fail to bring 
about a more rational alignment of political forces necessary for the stabilisation of political regimes. 

The kind of coalition that the erstwhile undivided Congress party represented and the effective 
balance of political power that it kept on defending have no relevance today. They have been under 
severe attack and must give way to a new kind of coalition (though not necessarily a ^'coalition govern- 
ment”) representing an altogether different distribution of power, robust ojougli to carry on the bitrden 
’ of governance. 

How long will it take for the new coalition to emerge? What will he the characteristics of this 
coalition? Is it necessary that a similar coalition, in terms of ideological orientation, social composition 
and programmatic content, shoidd emerge in all the four States studied in this paper - Bihar, UP, Punjab 
/and West Bengal? If not, what pattern of differences is likely to emerge? 

These are some of the questions that come to mind when dwelling upon the post-1967 political 
developments in these States. While answers to these questions must be sought, it is not always easy to 
find them. However, some broad contours of the relevant forces impinging on the political process in these 
States can at least be indicated. As in the other papers in this series, ice shall do this in terms of indi¬ 
cators of mass political behaviour rather than changes in factional alignments (rr coalitional prospects. 

THE politics ol the four States — is ihe direct outcome of the sharp In other wnids, the Congress party 
Bihar, Punjab, UP and West Benril — decline in the electoral stiength of the lailed to icconcile its continued pri* 
that went to the p<dls in Februrry Congress party. This is true. How- maev with the changing natiue of 
1969 to elect a now legislatuie in ever, this way ol stating the* piohlem prilitical clea\aRes that got mobilised 

liope of restoring political stability only begs the question. The decline into the political anna thiough the 
continues to remain fluid, uncertain of Congress dominance need^ to he ox- process of economic growth and the 
and unpredictable.# The rise and fell plaini'd in leims of the more primary calculus of electoial politics. As a 
of Coalition governments and the oc- question: Why is it that electoral ver- consequence of tins, the increasing 
casional imposition of President’s Rule diets in these States f.ul to pioduce an erosion in Ihe eh ctoral base of the 
as a prelude either to a new realign- effective legislative inaionty? It is Congress pail\ undermined its domin- 
ment of political loices or a fresh perhaps true that the system of (amg- ance. 

popular verdict seem to have become ress dominance m these States earned AH this is tiue. The complex pro¬ 
regular features of the unsettled poli- within itself the seeds ol its ultimate cess of inteiaciion between political 
tics of these States. While this politi- decline. Note, for example, the ex- processes, socio-i conomic conditions 
cal merry-go-round goes on, the needs treme fluidity of factions within the and public policies responsible for the 
and aspirations of the people remain Congress party, a maiked tendency to decline in Congress dominance has b> 
unattended to. While it is recognised subordinate organisational objectives now been compaialively well docu- 
that developmental activitit s needed to to individual and sectional interests, minted, though perhaps not compre- 
ensure a better standard ol living for the fragmentation and regionalisation hensively. But it does not explain why 
the poverty-stricken masses have been of the power stiucture. its vulnerabi- the electoral choice in these States 
jeopardised by the continuiag political lity to vested interests, all of which should continue to fail to bring about 

instability, it is not certain whether increasingly lendcred Congress-led a more rational alignment of political 

there is enough appreciation of its im- governments m these States incapable forces neccssnr> for the stabilisation of 
plications for the political system as a of sustaining effective development political regimes. For a better corn- 
whole. The continued spell of politi- progiammes and consolidating its hold prehension of the forces impinging on 
cal instability with all its debilitating on the electorate.^ Note also that the the developing pattern of the party 
consequences for economic giowth and simultaneous operation of the twin s>sUm, one needs (o go bevond the 
the confidence of the people in the processes of the modernisation of the mere lecoiding of the internal woiking 
political process, ii not checked in social order and the continuous exten- of the Congress paity and investigate 
time, is likely to geneiatr a widespread sion of the borderline of political the working of the electoral process 
feeling of apathy, disalTection and participation biinging now and emer- whoso unfolding seems to leave an 

alienation. This, in turn, is likely to gent socio-economic interests into the indelible iinpunt on the nafiiie of the 

undermine whatever legitimacy demo- aiena of politics made the composition developing p.iity s>srem. One thing is 
cratic institutions have succeeded in of the party extremely heterogeneous. quite certain. ITic kind of coalition 
seating in these States and in the Its structural characteristics* repdered that the eistwhiji* undivided Congress 
nation as a whole. it incapable of transforming this hetero- parly represented and the eflfcctive 

It is usually argued that the present geneity into a solid, stable and cohe- balance of political power that it kept 
state of political affairs in these States rent body of committed constituents, on defi nding have no relevance today. 


289 



^ocwtbi^c AMD F&jrn.CAL''vns^i(^ 

\ 


Annual Number January 1971 

They ha 'e been under severe attack 
and must K^ve way to a new kind of 
coalition (though not necessarily a 
“coalition government”) representing an 
altogether different distribution of 
power robust enough to carry on the 
burden of governance. How long will 
it take for the new coalition to emerge? 
What will be the characrenstics ol 
this coalition? Is u necessary that a 
similar coalition - ■ in terms of ideo¬ 
logical orientation, social composition 
and programiiialic content — should 
eineigr in all the four States? If not, 
what paLiern of differences is called 
for? And what is like ly to emerge? 

'ihc.se aie some ol the questions that 
come to mind when dwelling upon Uie 
post-1967 political developments in 
llies<‘ States. While answers to these 
questions must sought, it is not 
always easy to find them. However, 
some broad contoins of the relevant 
forces impinging on the political pro¬ 
cess 111 these Stales can at least be 
indicated. As in other papers in this 
senes, wc sliall do this in terms of 
indicators of mass political behaviour 
rather than changes in factional align¬ 
ments or coalitional prospects. It 
needs to be lecogniscd at the outset 
that the crucial determinant of the 
shape of politics m a democracy is the 
behaviour, characteristics and attitudes 
of the voting public. It is these 
characteristics that are ieffected in a 
summated and aggregated form in the 
electoral verdict. It should be realised 
that the stability of a political regime 
does not di'pend so much on the align¬ 
ment and realignment of political for¬ 
ces in Iegislati\c assemblies and party 
organisational structures as on its con¬ 
summation in the ekclorate in terms 
of both a pragmatic undeistandiiig of 
political reality and a commitment to 
democratic institutions and values. 

Our purpose in this paper is a limited 
one. It is not ^ur intention to st'ek 
answers to questions that pertain to 
the political future of these States al¬ 
though such ail exercise is quite perti¬ 
nent and necessary. We aic also not 
concerned with probing deep into the 
ultimate cau.scs ol political instability 
in these States oven though it is essen¬ 
tial to iindcrfake this exercise for 
clarity of understanding and percep¬ 
tion of alternatives. The reason for 
these limitations is simple. The intei- 
weaving of liolitical processes, socio¬ 
economic conditions and public poli¬ 
cies is so complex and our understand¬ 
ing of linkages between them so im¬ 
perfect that to embark on such an 
investigation seems highly adventurous. 


The limited space at our disposal also 
prevents us from doing justice to the 
problem even if relevant data were 
available. We have provided a more 
detailed analysis elsewhere.^ What we 
intend to do here is to highlight some 
of the characteristics of political be- 
ha\iour in these States by reference to 
factors influencing voting trends and 
fheir consequences for the system. 

n 

Context of Electoral Behaviour 

Individual characteristics of voters 
and their consequences for political 
behaviour lake shape in an environ- 
meiu that lepresenls a particular 
historical experience, cultural tradition 
and sivle of collective living. Wc pro¬ 
pose to focus our analysis in this 
papei t)ji diffeiential contexts in which 
individual political attributes express 
rhem.selves in diffeuent States (treating 
State as the highest level renection of 
socio-economic environment). As is 
known, the socio-economic contexts 
provided by those four States differ 
widely. In order that a more compre¬ 
hensive picture emerges, it might be 
useful to present contrasting profiles of 
these States as found in the differem 
developmental contexts that they pro¬ 
vide, and then to analyse factors imlu- 
encing voters’ choices. It is after gain¬ 
ing some understanding of these 
contrasts in obiective reality that 
We can explore the behaviour 
and attitudes of voters and their 
implications for the political systems 
of the four States. We shall then 
turn to an analysis of some salient 
political attributes of individuals 
placed in different environments and 
examine their implications for the poli¬ 
tical system. We round up our discus¬ 
sion by advancing some hypotheses in 
le.spect of the relationship between 
socio-economic conditions and politi¬ 


cal processes. The data utilised in this 
paper have been drawn from a sample 
survey of the 1969 mid-term elections 
in West Bengal, Bihar, Uttar Pradesh 
and Punjab. A total sample of 1,30^ 
(West Bengal 249, Bihar 340, Uttar 
Piadesh 428 and Punjab 292) male 
voters was drawn on the basis of a 
probability sampling technique after 
stratifying districts according to popu¬ 
lation size. 

Developmental Profiles 

# 

The four States in which the mid- 
tcim elections were held present sharp 
contrasts. Whereas West Bengal and 
Punjab have undergone a fair amount 
of industrialisation, Bihar and Uttar 
Pradesh are predominantly agricultural 
with stagnant economics. This is re- 
tlecled in the unequal rates of liteiacy 
and differential patterns of urba i 
mowtb. Whereas West Bengal and 
Punjab show relatively high rates of 
literacy (29 and 24 per cent respecti¬ 
vely), Bihar and UP rank low on this 
indicator (about 18 per cent each). 
Similaily, in respect of urbanisation, 
West Bengal n cords 24.5 per cent, 
Puiijal) 20.1 per cent, UP 12.9 per cent 
and Bihar only 8.4 per cent. The 
ilitfcrential patterns of growth in the 
four States is also reflected in their 
differential position on the composite 
index of development (sec Table 1). 
West Bengal, again, ranks highest on 
the index followed by Punjab, UP and 
Bihar in that order. Given this over¬ 
all hierarchy, variations in the direc¬ 
tion of development and the pattern 
of economic activities from one State 
to another can be observed. Note, for 
instance, that in West Bengal the core 
of economic activities consists of secon¬ 
dary, i e, manufacturing sector. Given 
this core, the extent of urbanisation in 
West Bengal is highest in India. Asso¬ 
ciated with these twin phenomena is 
also the greater magnitude of tertiary 


Tabi.p 1 : Indices of Levei s of Development in Four States 


Index of Development 

West 

Bengal 

Punjab 

Uttar 

Pradesh 

Bihar 

Agriculture 

1.1197 

1.0979 

1.0722 

0.9930 

Secondary activities 

1.4961 

1.1160 

0.9642 

1.0517 

Tertiary activities 

1.2984 

1.1043 

1.0149 

0.9868 

Non-agriculture 

1.4053 

1.1424 

1.0635 

1.0366 

Urbanisation 

I 449 

1.2022 

1.2124 

1.0758 

Composite 

1.5298 

1.2227 

1.0231 

0.9148 


Source : M N Pal and C Subramanium, “Indices of Level of Development”, New 
Delhi: Planning Commission (mimeographed). 



ANb ipbLrncAL 


Aimial Nvmber Jainiitty 191^ 


Table 2: Development Expenditure in Four States. 1968-69 

(Rs iD Crores) 


Items 

Bihar 55.4271 

Puqiab 14.043> 

UP 

87.393 

WB 

42.88$ 

Total 

Per 

Capita^ 

Total 

Per 

Capita 

Total 

Per 

Capita 

Total 

Per 

Capita 

Education 

24.35 

4.39 

36.58 

26.05 

58.44 

6.69 

43.83 

10.22 


(29.4)4 


(38.1) 


(35.6) 


(36.6) 


Medical and public health 

14.07 

2.54 

12.31 

8.77 

23.88 

2.73 

21.40 

4.99 

(17.1) 


(12.8) 


(14.8) 


(17.9) 


Agriculture, veterinary and co-operation 

18.22 

3 29 

14.28 

10.17 

20.13 

2.30 

19.1 

4.46 

(22.1) 


(14.9) 


(12.2) 


(16.0) 


Rural and community development 

8 32 

1.50 

3.40 

‘ 2.42 

8.58 

0.98 

4.53 

1.06 


(10 1) 


(3.5) 


(5.2) 


(3 8) 


Irrigation 

1.09 

0 20 

7.30 

5.20 

8.24 

0.94 

3.78 

0 88 

(J.3) 


(7.6) 


(5 0) 


(3.2) 


Civil work 

3-93 

0.71 

8.86 

6.31 

15.05 

1.72 

7.81 

1.82 


(4 8) 


(9.2) 


(9.2) 


(6.5) 


Industries and supplies 

2 07 

0.37 

3.20 

2.28 

1 36 

0.16 

5.10 

1.19 

• 

(2.5) 


(3.3) 


(0 8) 


(4 3) 


Others 

10.30 

1.86 

10.17 

7.24 

28.69 

3.28 

14.13 

3.39 


(12.7) 


(10 6) 


(17.2) 


(11 7) 


Total 

82 35 

14.86 

96.10 

68.44 

164 37 

18 so 

119.69 

27.91 

i ___ 

(100.0) 


(100.0) 


(100.0) 


(100 0) 



J Figures against each State name represents estimated 1968-69 population (in millions). 

2 Undivided Punjab. 

3 (Calculated on the basis of ej-timated population for the year 1968-69. 

4 Figures in parentheses imlicatc percentage to column totals. 

Source : •‘India: A Statistical Outline”, Indian Oxygen, p 105. 


activities. The growing pace of indus- 
tiialisation also acts as a catalyst for 
agricultural development since the 
creation of necessary inputs for such 
a development becomes possible. There 
»s news of an unprecedented bumper 
harvest in this State. Punjab follows 
more or less the same pattern except 


foi the fact that the index of urbanisa- 
tnm IS higher than other indices. 

In contrast, Uttar Pradesh and Bihar 
present an altogether different picture. 
Tn Uttar Pradesh, for example, the 
degiee of urbanisation outstrips deve¬ 
lopment in other fields. Note parti¬ 
cularly the fact tliat secondary eco¬ 


nomic activities are loss developed in 
comparison to odier sectors. If indus¬ 
trialisation has lagged behind, agricul¬ 
tural development is not also very high 
in Uttar Pradesh. In comparison 
tertiary activities are cpiite extensive 
leading to the inference that urbanisa¬ 
tion in UP is mainly the function of 


Table 3 : SF.S Level and Party Preference by States 


(Per Cent) 


States 

SES 





Parties 






Congress 

Commu¬ 

nist 

Right 

Socialist 

Regional 
and Other 
Parties and 
Indepen¬ 
dents 

Refusals 

DK, NA 

Total N 
an<l Per 
Cent 

(A) Bihar 

High 

31.6 

13 2 

19.7 

13.2 

11.8 

3.9 

6.6 

76 

(22.4) 


Medium 

31.0 

14.1 

5.6 

26.8 

5.6 

2.1 

14 8 

142 

(41.8) 


Low 

31.1 

19.3 

3.4 

25.2 

8 4 

0.8 

11 8 

119 

(35.0) 

(B) Punjab 

High 

54.1 

23.0 

— 

— 

21.3 

- 

1.6 

61 

(20 9) 

148 

(50.7) 


Medium 

44.6 

37.8 

— 

— 

14.2 

0.7 

2.7 


Low 

57.3 

26.8 


— 

13.4 

1.2 

1.2 

82 

(28.1) 

(C) UP 

High 

36.8 

— 

15.8 

14.5 

19.7 

1.3 

11.8 

76 

(17.8) 


Medium 

31.7 

— 

7.9 

12.2 

31.7 

1.6 

14 8 

189 

t44.2) 


Low 

41.4 

— 

6.4 

7.0 

18.5 

4.5 

22.3 

157 

(36.7) 

(D) West Bengal 

High 

21.3 

16 4 

1.6 

26.2 

29.5 

1.6 

3.3 

61 

(24.5) 


Medium 

27.2 

24.8 

— 

26.4 

14.4 

0.8 

6.4 

125 

(50,2) 


Low 

23.0 

47.5 

— 

16.4 

9.8 

... 

3 3 

61 

(24.5) 


l^ote : Column totals on extreme right do not add up to exactly 100 per cent because of some "not ascertained" cases. Row totals 


include these cases, however. 
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EGONCM^rC AND POLITICAL WEBKLT^ 


Tbefaee 

ofaleader 


In 1920 there was born to India's cable industry a pioneer. 
This was a time to fight firmly entrenched overseas 
competition And INCAB succeeded. World War II over, 
the scene changed The industry moved forward. 

INCAB leading the way 


Came the Power programmes of the Five Year Plans 
INCAB anticipated India's immense need for 
electrification and forthwith launched a programme to 
develop indigenous raw materials, products, techniques 
to replace imports and curb the attendant dram 
in foreign exchange Aluminium replaced imported 
copper conductors and work in this direction 
continues unceasingly INCAB emerged a leader 

Then when recession overtook the industry, creating 
a lamentable waste of capacity, the leader rallied 
once more INCAB saw in this crisis an opportunity 
to explore export avenues and utilise the cable 
industry s capacity to supply and establish 
Its products overseas It brought together six 
other cable manufacturers to set up an 
Export Consortium Today INCAB 
alone exports to 22 countries of the 
world and is the only cable 
manufacturer to have won 



awards for its export 
achievement from both 
the Central Government 
and the Engineering 
Export Promotion Council 

The largest manufacturer of the 
widest range of quality cables 
INCAB has for half a century now 
steered the industry from challenge to 
challenge, strength to strength 

Not now or in the future can the 
leader afford to rest 



INC Ssa6A 


THE INDIAN CABLE COMPANY LIMITED 

quality cablemakers--first and foremoat 
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c‘xpanding administrative machinery in 
addition to commercial activities Al¬ 
most the same pattein obtains in Bihar 
There are* however, some notable 
vaiiations Fiistly the level of growth 
in the primary sector is higher in UP 
than in Biha Secondly Bihar ranks 
Inghei than UP on industrialisation 
Given this, howevei. Bihar lags be 
hind UP in overall developmt nt 
The diffen-ntial pattern of the struc¬ 
turing of economic activities and the 
dnection of developmf nt are veiv wcH 
leflcctid in the dist ibution of pCi 


capita national income m these States 
West Bengal (Rs 464 62) and Punjab 
(Rs 451 ^1) cnjo> much higher per 
capita incomes than UP (Rs 297.35) 
and B hai (Rs 220 69) This initial dis¬ 
parity his further consequtnees lor 
economic growth in these states 
1 ackmg the requisite wherewithal and 
< ntJowed with a very mtagie resources 
base, the underdeveloped States are 
handuapped soveielv in pioviding adc 
(piate inputs foi obtlining a fastei 
nt( of eLonornic giowth In the mean¬ 
time, the increase in pnpulation and 


spiralling expectations far outstrip 
whdtevei developmental benefits can 
be had on the basis of given resources. 
In contrast, the developed States, be¬ 
cause of the economic advantage they 
enjoy, can veiy tasily quicken the 
pace of economic development 

I he difleiential patterns of develop¬ 
mental inputs an clearl> reflected in 
Tabli 2 which presents information on 
cl<\(lopnuntal expiiulitiue in the year 
1968 69 in these Statis If we take into 
account per capita expenditure on de 
vclopmeiual actiMties. Punjab lanks 


riconi A(l vnd iHt CoNCHLSs Vo IT ll\ SlATFS 1907 AM) 1969 


CoDgrese 
Vote (50 



Vote ( 56 ) 



Con^reee 

Vote 



Vote 
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ECONOMIC ANO lOLmCAL^OaiY 



Highlights of Hindustan Steel's role 
as a multiplier of economic activity 
in the development of India. 




INDUSTRIES 
Hindustan Steel hwS so 
far supplied over 20 
niillion tonnes of steel 
and 7 7 million lonnt*! 
of piy iron to Ini' an 
indubtiy This has mit a- 
ted the growth of 
several ongmeonng and other induilries which 
use iron ond steel The equipment and machinery 
produced by tlieso engineering industries have 
mado the growth of various other induatrios 
possible With this rapid industrial development 
a sieidy and increased supply of raw materials 
also became essential To meet this demand 
sti I other industries sprang up—industries en- 
gaqed in mining transportation production of 
industr al raw mattrials etc Together these 
have added to the n .1 on a wealth and contribut¬ 
ed sovorol million rupees to the exchequer in t^^e 
form of taxes and duties 

AGRICULTURE 

Hindustan Steel net on’y provides the steel 

building dams. pow.. 
houses tube wehs si'o 
and farm equipment 
but has also supplie 
sofart 5miiiiontonne 
S' K ju* w of nitrogenous fcrl 

j_ _ iK r i lizers to help improv 

ogncultural yieids Many of Hindustan Steel 
chemical by products are also important mgrr 
dionts tn tfio manufacluro of pesticides an^ 
insecticides commonly used for crop protectior 

THE EXCHEQUER 

Hinduston Pteol's cuniule'i\o contribution til 




March 1970 to Cantral and State 
exceeds Rf 762 5 | 
crorcs—over Rs 260 
croros as excise duty 
over Rs. 76 croret as 
customsduty.overRs 3o| 
crores as salsa tax over 
Ra 185 crorea as out¬ 
ward railway freight, 

over Rs 190 crorea at interaat on loan capital 
ond Rs. 32 6 crores at return of loan capital, 
SAVING AND EARNING FOREIGN EXCHANGE 
To date Hindustan Steel haa told Rt. 1000 
crores worth of iron and steel and chemical by¬ 
products all of which the nation would have 
otherwise had to import 
by spending foreign ex¬ 
change. Such massive 
savings apart. Hindualan 
Steel has over the years 
earned over Ra. 140 
crores in foreign ex¬ 
change from Its exports 
of iron and steel and by-producta. 

employment 

Hindustan Steel em¬ 
ploys over 120.000 
jaople. For every man 
mployad by Hindustan 
3teel several times as 
nany find employment 
n the industries which 
oerve steel making or use steel. The Increase 
in steel production has led to tho exptneion of 
the nation*! employment potential. 

NEW SKIU8 ANO PROCESSES 
Iindueten Steel hee Introduced many new steel 




products and sCeel-makiog procesiet. With the 
eetebiishmenc and expansion of Hinduston Steel 
the nation hee gained new experience, developed 
new skllle end competent consultancy servicee. 
A cadre of over 4.000 | 
engineere end techni- 
ciane eesentlel for the 
future growth of the 
steel industry In Indie 
hee been trained and 
developed by Hindueten 
Steel. 

Steel, we thus tee, is 
crucial to economic 
development. It wae this appreciation of stael's 
role as the mother industry that prompted our 
planners to lay deep amphasla on expanding 
India'a eteel-makfng oapebihtlea. Starting with 
three new million-tonne steel plants at Rourkele. 
Bhilai and Ourgapur. Hindustan Steera present 
annual production rate la 4.26 million lonnee. 
constituting over 60% of India's total annual 
steel-making potential. Further expansion la 
already under way. The bulk of the country's 
requirements of highly epecleliied alloy end 
tool eteeia too aro being met by Hindustan 
Steel's Alloy Steelt Plant at Ourgapur. 




RsoAOttias. RanoM 
flanlii Reurkala * RhOal * 

AMey ftaala Plant. Duraapur 
CsfWtf SilaaOrtafilaaeo«:2PairUaPlace Cafavyat 
Cew e al l e elw aanee b Paaign Bursae * 
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Tablp 4 : Voting rNiENTioN and SES by States 


(Per Cent) 


SES 


Bihar 



Punjab 



UP 



West Bengal 


Yes 

No 

Unde¬ 

cided 

Total 

Yes 

No 

Unde¬ 

cided 

Total 

Yes 

No 

Unde¬ 

cided 

Total 

Yes 

No 

Unde¬ 

cided 

Total 

High 

65.8 

6.6 

27.6 

76 

TaT" 

’ T.”6 

34 4~' 

61 

65.8 

3.9 

30.3 

76 

57.4 

'TJ 

39.3 

61 





22.4 




20 9 




17 8 




24 5 

Medium 

57.0 

0.7 

42.3 

142 

69.6 

2.7 

27 7 

148 

52.9 

5.3 

41.8 

189 

59.2 

6 4 

34.4 

125 





41.8 




50 7 




44 2 




50.2 

Low 

58.8 

2.5 

38.7 

119 

59.8 

2.4 

37.8 

82 

59.9 

1 9 

38.2 

157 

52 5 

3 3 

44.3 

61 





35 0 




28.1 




36.7 




24.4 

Total 

202 

9 

129 

340 

192 

7 

93 

292 

247 

16 

165 

428 

142 

12 

95 

249 


59.4 

2 6 

37.9 


65.8 

2 4 

31 8 


57.7 

3 7 

38 6 


57 0 

4 8 

38 2 



Note : The column totals add up to less than 100 per cent because of the e>iclusioa of ‘Not Ascei taine*!’ and ‘Don’t Know' cases. 


the hiRhest (Rs 68.44) followed bv 
•West Bengal (Rs 27.91) UP (Rs 18.80) 
and, last of all, Bihar (a meagre Rs 
14,86). It is dear from this that even 
though West Bengal has the highest 
^ler capita income among the four 
States, it spends much less on deve¬ 
lopmental items than, say, Punjab. 
This 1 % reflective of not only the ero- 
noinics but also the politics of the 
State. All the four States .spend a large 
part of their developmental funds on 
educafion: Punjab 38.1 per cent: West 
Bengal 36.6 (per cent; UP 35.6 pei 
cent; and Bihar 29.4 per cent. Trans¬ 
lated in temis of per capita expendi¬ 
ture on education, Punjab retains its 
first and far superior position (Rs 26. 
05) followed by ^est Bengal with a 
sharp drop (Rs 10.22), UP still lower. 
(Rs 6.69) and Bihar (a mere Rs. 4,39). 

11 we characterised expenditure on 
education and medical and public 
health as welfare expenditure, West 
Bengal with 54.5 per cent tops the list 
and Bihar again forms the last with 
46.5 per cent. Punjab and UP spend 
almost the same proportion of their re¬ 
sources on welfare activities. It is in¬ 
teresting to note that, except Bihar, all 
the other Stat<‘s spend about half of 
their developmental resources on wel¬ 
fare activities. In per capita terms, 
however, Bihar spends about Rs 7, UP 
Rs 9, We.st Bengal about Rs 15, and 
Punjab about Rs 35. 


When we come to what can be 
termed as strictly developmental ex- 
pcndituie, Pcicentage-wise Bihar seems 
to be spending most on development 
in agricultu.''al and allied fields follow¬ 
ed by West Bengal, Punjab and UP 
in that order. If wc take per capita 
expenditun- as an index, the order is 
substantially leveised. In the indus¬ 
trial sccU^r, Punjab again spends the 
highest (Rs 2.28 per capita) and UP 
the lowest (Rs 0.16). 

Pei capita income is, however, a poor 
index of the standard of welfare of 
the people in general. Notwithstanding 
the fact that West Bengal enjoys the 
highest jicr capita income, its deve¬ 
lopmental expenditure is pretty low 
compared to, say, that of Punjab. One 
probable rea.son for this is that . the 
modem sector of the ecemomy in 
We.st Bengal is heavily dominated by 
non-Bengalees. As a consequence, a 
large pait of the earnings are export¬ 
ed. This is trut' to a certain extent 
also of Bihar. However, with the ex¬ 
ception of Punjab, the proportion of 
expenditure on developmental activities 
is very lovk^ in all the States. Since 
expectations have been rising faster 
than ec«)nomic output, it is not unrea¬ 
sonable to suppose that the degree of 
relative deprivation e.xperiencod by 
People living in West Bengal, Bihar 
and UP must be quite high. If this is 
true, a Idrger magnitude of political 


unrest in these States can also be 
expected. 

We -an look at the pioblem from 
a diflereiit angle. Oiu* of the measures 
of economic distress is the degree of 
unemployment in these Stales. It is 
interesting to note that in W’est Ben¬ 
gal one out of 52, in Punjab one out of 
264. in UP one out of 625 and in 
Bihar one out of 682 poisons of work¬ 
ing dgc IS unempIo\ed. (\^nsider also 
the fact that the magnitude of indus¬ 
trial disputes has been highest in West 
Ringal (one out of e\eiy 11 workers 
was involved in industrial dispute.s in 
1966) and lowest in Bih.u (one out of 
29). 

All this points to the association 
between insufficient level of economic 
development and widespread political 
unrest. Punjab and West Bengal re- 
jircsent two extreme poles of econo¬ 
mic development. While West Bengal 
IS industrialkv well developed and earns 
the largest per capita income, most of 
its earnings are either exported or con¬ 
sumed in providing and maintaining 
civic amenities m urban centres. As 
a cxmscquence, it is left with inade¬ 
quate resources for cdirying out deve¬ 
lopmental piogrammes. In contrast, 
Punjab earns well fiom as well as 
spends well on developmental activi¬ 
ties, Further, West Bengal represents 
a bifurcated culture of Iru.stratcd ur¬ 
ban middle class exisP nee and parasi- 


Table 5 ; SES and Partisanship of Voters uy States 


(Per Cent) 


States Bihar Punjab Uttar Pradesh West Bengal 

WlirVot^ Vote Will Vote Vote Will Vote Vote Will Vole Vote 

Not Ano- Same Not Ano- Same Not Ano- Same Not Ano- Same 

Vote ther Party DK Total Vote ther Party DK Total Vote thcr Partj DK Total Vote then Party DK Total 

Party Party Parly Party 

High 5.3 28.9 51.3 14.5 76 9.8 27 9 49.2 uTj 61 173 34 2 55.3 9.2 76 14 8 34.4 44.2 6 6 61 



Medium 7.7 30.3 48.6 13.4 142 3.4 31.8 54.0 10.8 148 5 8 46.6 34.9 12.7 189 5.6 24.0 58.4 12.0 125 

Low 5.0 26.9 51.3 16.8 119 8.5 30.5 34.2 26.8 82 1.9 36.9 42.7 18.5 157 3.3 19.7 44.3 32.7 61 

Total 22 99 169 50 18 89 139 45 15 176 175 60 19 63 128 37 

6.5 29.1 49.7 14.7 6.2 30.5 47.6 15.7 3.5 41.1 40 9 14 5 7.6 25.3 51 4 15.7 
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E^lNfOMIC AND 


He*s one of our best customers 

though he doesn’t know it yet 


When he grows up hcMI slop riding his pram 
(made fcoiA tubes wc make) and have a world- 
famous bicycle fitted with the most comfortable 
saddle and a bright dynamo lamp, all of w'hich 
we make. 

The power to light his home will come through 
one of (he millions of transformers we help to 
make with our cooling tubes. 

The bus, car or tram he rides will have steel 
tubes as part of it, which wc produce in every 
shape and size for all such requirements. 

Coming to think of it,wc will have much to do 
with his life, cyen considering what we make now. 

And our future growth? Thai’s for him to 
guide, for what we do is what would do him 
good, directly or indirectly. 


What we make now: 

The world-famous Hercu¬ 
les, Philllpf, and USA cy¬ 
cles which nave set stan¬ 
dards of unequalled qua- 
lltyifn over 133 countries: 
ICohlnoor and Orand 
CSiampion cycles for the 
•■port markets. 

TitU-WSL ERW steel 
mbts, Brampton cycle fii- 
tlots._Qlyinpic. Brooks 
and Hactor saddles, Tl 
cycle chains and Miller dy¬ 


namo llshiing sets for the 
cycle industry and trade. 

Tuu-Wfl ERW steel 
tubing, cold rolled steel 
strip. Diamond roller ch- 
tins for heavy and light 
engineering industries and 
MBTSEC cold roll-formed 
metel sections. 



TUBEJNVESTMENTS OP INDIA IXD.Madras-l 

Proprietors of Tl Cycles of of India-Tube Producif of 
India—The Wnsht Saddles of India—Tl Mmsl Sections. 
Subsidiaries: tI Diamond Chain, Limited— Tl Miller 
Umited., Backed by Tl Research and Technology. 



ti-3980 


n «E^ Tun eoMinuiB 

moiTnuisTiT 

mit IS UNION BANK 

Union Bank investments encourage industrial growth. 

Union Bank helps traders and businessmen by providing facilities for both 
industry and export. Helps the country earn valuable foreign exchange. 

Branches all over the country. 

Correspondents in 70 countries with a 
network of 28,000 offices. Telex contact 
with countries ail over the world- 




UNION BANK ofindia 

66/60. Apollo Street, Fort, Bombay 1 • Telex 2297 A 2611 
Calcutta: Telex 228 • Madras: Telex 332 . New Delhi: Telex 311 
Coimbatore: Telex 221 . Hyderabad: Telex 270. Madurai: Telex 222 
Kanpur: Telex 210 . Nagpur: Telex 213 . Bangalore: T^ex 238 
Ahmedabad: Telex 205 . Poona: Telex 237 • Gauhati: Telex 243 
Lucknow: Telex 218 • Surat; Telex 212 • Cochin: Telex 248 
Jamshedpur: Telex 214 
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TABLb 6 CoNSIDtRATlONS WhUJFNCrNO VOTINl. DECISION BY STATES 


(Per Ccni) 




States 





Bihar 

Punjab UP 

West 

TOI.J 

Consideraiions 

N -340 

N 292 N - 428 N 

349 N 

_ _ 

__ 




1309 

(1) Group pressures 

10 6 

6 8 24 7 

9 

2 

14 13 

(2) Candidate 

15 9 

24 7 22 2 

31 

7 

22 92 

(3) Attachment to Congress 

26 4 

31 9 19 6 

10 

8 

22 46 

(4) Attachment to non-Con 





gres» pittics 

17 4 

25 0 6 8 

21 

4 

16 35 

(5) Miscellaneous 

10 9 

6 8 4 7 

18 

9 

9 47 

(6) DK, NA, etc 

IS S 

4 8 22 0 

8 

0 

14 67 

Total 

100 0 

100 0 100 0 

100 0 

100 00 

Tabu 7 

1 IMINt. ol V(.)IINO DlClStON, Bv ! 

Stati S 








(Per Cent) 

When Decidu to Vote 

Bih tr 

Purj b 

UP 


West 

- 





B'nga) 

On polling dav 

77 

17 

65 


44 


24 06 

5 S8 

16 46 


18 41 

A few (lays before the poll 

122 

68 

93 


73 


^8 n 

23 5^ 

23 54 


30 54 


54 

33 

7t 


43 

Just after the campaign St tried 16 88 

II 41 

18 73 


17 99 


07 

171 

163 


79 

Before the cimpaign starlet' 

20 91 

59 17 

41 27 


13 06 

Total 

MO 

2S9 

395 


239 


10(J 00 

100 00 100 00 


100 00 

Tablf 8 

SHOI I D CrOVLRNMtNT C L T TaXES > 








tPer Cent) 

States 

1 axes Un- Ought 

NA 


Total 


Ought decided Not To 





To Be 

Be Cu t 





("ut 





Bihar 

165 

ri 



340 


(48 53) (9 71) (41 77) 




Punjab 

105 

15 172 



292 


(35 96) (5 

14) (58 m 




UP 

206 

39 173 

10 


428 


(48 13) (9 

11) (4042) 




Bengal 

79 

35 134 

1 


249 


(31 73) (14 06) (53 82) 




Total 

555 122 621 

11 


1,309 


(42 19) (9 32) (47 44) 

(1 05) 


(100 0) 


tie absentee landlordism with a strong 
stianglehold on the rural farm eco¬ 
nomy Growing economic distress, 
lagging developmental efFoits and the 
“pull** of urban life operating on the 
upward mobile and aspiring young edu¬ 
cated generation—^all these factors add 
to political disaffection In Puniab, the 
dynamic, self-reliant yeomanry, the 
infrastructure of small scale industries 
and a fast developing economy suc¬ 
ceed in muting dissatisfaction. How- 


evei, th( saliencj ot itligion and the 
anxuty to preserve its sepaiatc iden 
tity incline people m the uppei social 
strata to articulate communal feelings 
in politics 

In UP and Bihar the dominance of 
agriculture and the slow pace of in¬ 
dustrialisation and urbanisation pre¬ 
serve the relevance of the traditional 
social order and obstruct the penetra¬ 
tion of secularising tendencies How¬ 
ever, the continuing poverty made less 


bearable by the promises of a better 
life unmatched by requisite govern¬ 
mental performance has hastened the 
decline of the Congess parly. In the 
absence of a viable alternative, politics 
takes the shape of competition among 
fragmented opposition parties aiti- 
culating local, legional and peisonal 
loyalties 


PoiiTUAL Profiles 

Having examined the larger social 
setting of our four States, we ma> now 
look at the political context that pie 
vails in each of them By this we mean 
the alignments and attitudes that havi 
developed over the years in each of 
tluse Stales and repiisenl, as it were, 
the boundaries of the electorate’s par¬ 
tisan choice It IS undoubtedh true 
that the C ongicss party still continues 
to be the ci ntrepiccc of the part\ sys¬ 
tem in each of these States (with the 
possibh exception of West Bengal). 
However, its support base cuts across 
all social divisions and is exposed on 
all sides to nibbling from parties of 
dilTen nt shades and colours. In Pun¬ 
jab. for example, it encounters two 
strong contenders the Akali Dal and 
the ( PI And vet, as our data show, 
ideological lines are not so sbaiply 
drawn in Punjab as to prevent voter 
movement from, saj, the CPI to Akali 
l>dl or vice versa. The blurring of 
idtological differences in Punjab is a 
political fact that must be taken into 
account while examining electoral 
choice 

In UP b> contrast, there obtains a 
difTircnt picture 'I he triangulai con¬ 
test in Punjab gives way to a quadran 
giilar one m which the extreme left 
tendency has only a marginal role 
(bfjth the Communist parties togt ther 
polled l(ss than 1 per cent of votes in 
1969) The electoral contest takes place 
along a tnangulai path a centrist 
t< ndenev (Congress and BKD). a mo¬ 
del ate left ot tilt centie tendenev 
fPSP and SSP) and a right tendenev 
fjan Sangh) Unlike Punjab, move¬ 
ment from the right sidt of the party 
space to the left, or vic( lejsa, is al¬ 
most non existent What is interesting, 
howevei is the fact that tht BKD has 
cut sharply into the support bisc not 
only of thi Congress but also of the 
Socialist paities, in each case reinforc¬ 
ing its image as a regional party. In 
Bihai the arena is cluttered up by a 
plethora of parties foiming a cluster of 
fiv( distinct political tendencies—the 
bifurcated Congress, the Socialists, the 
Communists, the rightists, and the 
regional and local paities. The largest 
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WELDIN6 IS A 
THREE-LETTER 

That needs some explanation. 

The three letters are obviously lOL. Obviously because 
lOL (Indian Oxygen Limited) has always pioneered advances 
in welding technology, and Introduced the latest welding 
techniques to this country. Simultaneously, lOL has 
developed indigenously a wide range of welding equipment 
and consumables and trained up a cadre of welding 
technologists, equal to the best anywhere. 

lOL functions today through a network of over 
sixty plants, offices, depots and compressing stations 
located in every major industrial area of the country. 

It maintains an extensive distribution system. lOL’s technical 
experts and service-engineers are available throughout India 
to tackle any conceivable problem related to welding. 

Leaders in the field of welding: 
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Table 9: Government Control and Management oh Industries 


(Per Cent) 




Government Should Control and Manage 

States 


— 

-- 

— 

— 


None 

Some 

All 

DK 

Total 

Bihar 

38 

55 

218 

29 

340 


(11.18) 

(16.18) 

(64.12) 

(8.52' 


Punjab 

18 

39 

223 

12 

292 


(6.16) 

SI3.37) 

(76 37) 

(4 11) 


UP 

136 

110 

155 

27 

428 


(31.78) 

(25.70) 

(36.22) 

(6.30) 


Bengal 

32 

78 

110 

29 

249 


(12.85) 

(31.33) 

(44.18) 

(11 64) 



224 

282 

706 

97 

1,309 

Total 

(17.12) 

(21.54) 

(53.93) 

(7.41) 

(100.0) 

Table 10: 

Opinion on Abolition of Private Property n\ States 






(Per Cent) 



Private Piopcrty Shoul«^ 


States 

— 

— 


.. 

- 


Not Be 

Be Partly 

Be Com- 

dk 

Potal 


Aboh- 

Aboil- 

pletely 


N 


shed 

shed 

Aboil- 






shcil 



Bihar 

32.06 

26.76 

33.33 

7.85 

340 

Punjab 

20 89 

15.75 

58.23 

5 13 

292 

UP 

56.78 

26 40 

11 92 

6.90 

428 

Bengal 

11.25 

74.30 

6 83 

7 62 

24V 

Total 

33.69 

33.23 

26 89 

6 19 

1,309 


incidence of shifts to and fro occuis 
in the case of the Congress. Despite 
party prolileiation and a greater magni¬ 
tude of cross-boundary movement, ideo¬ 
logical distinctions arc maintained, i e, 
voteis preferring right parties do not 
move to left and vice versa. However, 
of late a ladicalisation in voting choice 
IS evident from the movement of 
voters from Socialist parlies to the 
Communist parties without any trace 
of an opposite movement. 

West Bengal presents yet another 
pattern. The proliferation of parties 
sans the rightist parties reinforces a 
dominant left tendency in the State. 
However, the fragmentation of left 
parties prevents a left consolidation. 
The centrist tendency represented by 
the Congress is being eroded on all 
sides and the peculiar patterning of 
political forces reduces it to one ex¬ 
treme pole of ideological continuum 
with weak Socialist parties occupying 
the middle ground (but without an¬ 
other pole on the right). However, the 
l^henomenon of shifts affects all par¬ 
ties. Only in the case of the Socia¬ 
list and Communist parties no cross- 
boundary movement of voters seems 
to he taking place. 

Having traced briefly the differential 
conflgiuration of developmental and 
political tendencies in' the four States, 


we can now turn to examining pailisan 
choice of our respondents m these 
Slates. 7'able 3 displays partisan choice 
against socio-economic status* of our 
respondrnis. Some interesting patterns 
emerge. In Bihar, for example, support 
for Cong.'-css is quite diffuse inasmuch 
as ri'spondents voting tor Congress 
are equall> distributed m dll status 
categoiios. But W’hile ('ongicss emss- 
culs all social divisions, this is not 
true of other paities. ft is liue that 
non-Congress parties taken togf^lher 
draw support from .ill sections How¬ 
ever, different paities are entienched 
in different social strata. As shown by 
the Table, iho support for the Com¬ 
munist parties increases as we move 
down the status hierarchy. This is 
also true of Socialist paities. Noli*, 
for example, that while 13.2 per cent 
of high status respondents vole for 
Communist parties, the proportion in¬ 
creases to 14.1 per cent in medium and 
to 19,3 per cent in low status groups. 
Similarly, Socialist paities draw almost 
twice as much suppoit from among 
medium and low status groups as 
among the high status group. By con¬ 
trast, the right parties draw their sup¬ 
port largely from high status group. 

In Punjab, the Congress party 
again cross-cuts all social divisions but 
loses some support in the middle cate¬ 


gory. Surprisingly, the Communist 
parties seem to find support from all 
oui .SES strata. However, they are 
entienched deeper in the medium status 
group drawing their largest support 
(37.8 per cent) from this group. In 
contrast, the support for Akali Dal 
goes on diminishing as one goes down 
the status hieiarchy. This suggests 
that the suppoit lor communal tendeii- 
e.es in Punjab politics is largely a 
function of higher social status. 

Ill Dttar Pradesh, the Congress 
parlv can be seen to enjoy electoral 
support from all social divisions with 
reldlively largei support from low-sta¬ 
tus voters. What is interesting is the 
fact that both the right and the So¬ 
cialist parties seem to have a similar 
social base. Note, for example, that 
lower the socio-economic status of the 
respondent, smaller is the support for 
both right and Socialist parties. In the 
casi- of the regional party, mainly the 
BKD, the medium status group seems 
to be the mainstay of its electoral 
success. 

In West Bengal, support for the 
Uongioss party is low in every status 
giouj) indicating a pervasive dtsalfec- 
tion liom it. Also revealed by the 
Table is the lact that electoral sup- 
po.'t for left partK's increases as socio¬ 
economic status of our respondents 
goes lower. On the other hand, paities 
like SSP and the Bangla Congress draw 
heavy support from high and medium 
status gioijps. It IS possible that 

voters l>elonging to higher status 
groups have also become disillusioned 
wuth the Congress but. not being in 
dined to vote lor the CJommunist and 
othei lift parties, they turn either to 
Bangla Congress or to SSP, 

Our data reflect the dilfeiential pat¬ 
terns of partisan choice m ddferent 
States. Given the fact of the* growing 
(rosioii of the earlier image ol the 
Congress, voters located in various 
strata of the social order cither must 
decide to slay with the Congress if 
they have been habitually voting for 
it or to consider some alternative to it. 
Our data on socio-economic differ¬ 
ences, however, do not pi ovide an ex¬ 
planation of the extent to which a shiii 
away from the Congress in voters’ 
partisan choice has occurred. (This is 
largely Ix'cause of the ability of the 
Congiess to cut across such differ¬ 
ences.) And yet the central factor in 
all the Slates under study is the ero¬ 
sion of the eh‘Ctor:iI strength of the 
Congress and all the implications thai 
follow from it. For one thing, the ex¬ 
tent lo which voters have moved away 
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Table 11: Perception of Party Differences by States 
(Do you think that there are important ilifTerences in the policies and programmes of various parties 7) 

(Pftr C3enl) 


States Bihar Punjab UP West Bengal 


V. Responses 
SEs\^ 

Yes 

No 

Un¬ 

deci¬ 

ded 

Total 

Yes 

No 

Un¬ 

deci¬ 

ded 

Total 

Yes 

No 

Un¬ 

deci¬ 

ded 

Total 

Yes 

No 

Un¬ 

deci¬ 

ded 

Total 

High 

86 8 

5 3 

17.9 

76 

22.4 

95 I 

3.3 

1.6 

61 

20.9 

89.5 

3.9 

6 6 

76 

17.8 

75.1 

13.1 

9.8 

61 

24.5 

Medium 

74 6 

16 9 

8 5 

142 

41.8 

89.9 

7.4 

2 7 

148 
50 7 

61.9 

18.5 

18.5 

189 

44.2 

63.2 

20 0 

16 8 

125 

50.2 

0 

Low 

61.3 

31 1 

7.6 

119 
35 0 

65.9 

28.0 

6 1 

S2 

28.1 

58.6 

28.0 

13 4 

157 

36.7 

47.5 

31 1 

21 3 

61 

24.5 

NA 

* 


-- 

3 

0 9 

— 

-- 

— 

1 

0.3 

— 

- 

- 

6 

1.4 

_ 


_ 

2 

0.8 

Totjl 

247 

66 

27 

340 

246 

36 

10 

292 

282 

82 

64 

428 

156 

52 

41 

249 


72 6 

19.4 

7.9 

100 0 

84.2 

12.3 

3.4 

100 0 

65.9 

19.2 

14.9 

100.0 

62 7 

20.9 

16.3 100,0 


• Too c^f^es. 


from Congress would indicate the pro¬ 
bable line of future developments. For 
another, it is also indicative ol the 
Congiess party’s resilience or lack of 
^ it in holding and winning adherents. 
As an appropriate indicator of such 
patterns of shifts and regularity in 
respect of the Congress, we examine 
the Congress vote by reference to 
different agf cohoits in both 1967 and 
1969. This information is graphically 
presented in the Figure. 

A quick gJanct^ at the Figure sug¬ 
gests different patterns in different 
States. In Bihar, for example, a shift 
away from Congress is discernible in 
all age groups except the youngest. In 
the younger age group of 21 to 25 
years old the Congress has suc¬ 
ceeded in retaining its support, 
but in all other age cohoits it has 
lost heavily. Its heaviest losses can 
be located in the age groups 30-35, 
36-40 and 55-60. In Uttar Pradesh and 
West Bengal a similar pattern seems 
to be operating with the crucial diff¬ 
erence that in both these States the 
Congress party had succeeded in at¬ 
tracting a larger proportion of young 
voters in 1969 as compared to 1967. 
They were voting probably for the 
hist or at most the second time. In 
Uttar Pradesh, the largest incidence of 
disaffection from Congress is noticea¬ 
ble in the ago group 30-45. But we 
also find that the older the respon¬ 
dent, the less likely it is that he will 
shift his allegiance from the Congress. 
West Bengal, however, presents a con¬ 
trasting picture. More advanced in age 
the voter is, the more likely he is to 
transfer his loyalty from the Congress. 
In Punjab younger voters are attract¬ 
ed to the Congress in larger propor¬ 


tions and voters falling in the 35-45 
age group are less inclined to vote lor 
Congress. 

The dilfereiit patterns thrown up by 
our data raise some interesting points. 
It has been said that “partisan sta¬ 
bility of voting behaviour tends to 
accumulate quite notably .over the 
adult years of participation in the elec¬ 
toral process. New voters are flexible/ 
unstable and much more responsive to 
new events than are older voting 
cohorts**.^ If this is so, we should 
exp<*ct greater stability of partisan 
choice in older voting cohorts than in 
younger voters. However, our data 
suggest that while in Uttar Pradesh 
this is true to some extent since the 
extent of shift away from Congress 
diminishes as the age of our respon¬ 
dents advances, this is not at all dis¬ 
cernible in West Bengal. In the case 
of the latter, advancing age seems to 
bring greater disaffection with the 
Congiess. In fact no clear trend can 
be s'sserted for, as shown in the papers 
on the 1967 election, the younger age 
group had shown a greater aptitude 
for the (Opposition than for the Cong¬ 
ress. Thus, apart from observing some 
interesting detail, it is difficult to ad¬ 
vance any confident generalisation on 
the relationship between age and 
paitisan choice in our four states. 

m 

Partisan StaUHty and 
Voting Choice 

We have briefly examined the broad 
pattern of differences in voting be¬ 
haviour in our four States. To the 
extent that they can bear some rela¬ 
tionship to socio-econojnic and demo¬ 


graphic factors, we noticed some 
interesting contrasts. But it is neces¬ 
sary to probe further into factors that 
moie directly impinge on the voting 
decision of the voters. We shall exa¬ 
mine a set of three factors which ap¬ 
pear to us important. The first of 
these is the extent to which individual 
voters identify themselves with the 
party of their choice. To the degree 
that a voter identifies himself with a 
particular party, refers to it while 
making his voting choice, and is pre¬ 
pared to support it in various elections, 
electoral politics reflects a concern for 
larger identities and issues articulated 
by political parties. Moreover, to 
safeguard electoral outcomes from 
capricious overtones “partisan stability’^ 
is an essential attribdte. The second 
lactoi relates to the considerations 
that influence the actual voting choice. 
The distribution of political orienta¬ 
tion among voters is reflected in what 
moves them to vote the way they do. 
For instance, a voter who is moved 
largely by who contests the election 
rather than which party has put UP 
that candidate and what policies and 
programmes he represents is in all 
likelihood swayed by personal and 
parochial considerations. The third 
and closely reUted factor is the time 
element involved in deciding how to 
vote. One of the indicators of parti¬ 
san stability is the timing of voting 
decision. (Committed voters do not 
need external stimuli provided by rival 
parties’ campaigns to make tfP their 
mind: their strength of partlaaii^tp 
provides the necessary IngrecBents for 
voting decisipn. Lack ol suiph etaUe 
coxpmitinents makes the campaign a 
critioal elcsneot In eleccoial 
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Table 12 : Llgitimacv of Democratic Government, by States 
(Do you think that the present system of government is worth keeping even if it delays action?) 


(Per Cent) 


State 


Bihar 



Punjab 



UP 



West Bengal 

N. Responses 

sesN,. 

Yes 

Un¬ 

deci¬ 

ded 

l<o 

Total 

Yef 

Un¬ 

deci¬ 

ded 

No 

Total 

Yes 

Un- 

Jeci- No 
ded 

Total 

Yes 

Un¬ 

deci¬ 

ded 

No 

Total 

High 

77.6 

10.5 

7.9 

76 
22 4 

75.4 

9 8 

14.8 

61 

20.9 

78.9 

7.9 10.5 

76 
17 8 

65.6 

8.2 

26.2 

61 

24.5 

Medium 

72.5 

20 4 

5.6 

142 

41.8 

64.2 

20 3 

J5 5 

148 

50.7 

75.1 

12.2 12.2 

189 

44.2 

60.0 

14.4 

24.8 

J25 

50.2 

Low 

52.9 

38 7 

7.6 

119 
35 0 

46.3 

45.1 

8 5 

82 
28. J 

66 2 

12 J 18 5 

157 

36.7 

54 I 

32.8 

13.1 

61 

24.5 

NA 

* 



3 

0.8 

- 


* 

1 

0 3 

* 

+ 

6 

1.3 



_« 

2 

0.8 

Total 

228 

83 

23 

340 

180 

73 

39 

292 

109 

48 63 

428 

150 

43 

55 

249 

67 1 

24.4 

6 8 


61.6 

25.0 

13.4. 


72.2 

11.2 14.7 


60.2 

17.3 

22.1 



* Too few cases 

The row totals arc less than 100 per cent because of '‘not ascertained’* and “don't know” eases. 


l)Ut by the sam(‘ token n incieases the 
fluidity of siich outcomes. 

With rhf help of these thrc'c lactois 
we intend to examine the degree to 
which voters in diffeient States mani¬ 
fest partisan stiength and stability. 
Strength of identihcation with parties 
can b(’ measured in a number of ways. 
W'e have chosen a combination of be¬ 
havioural and atlitudinal dimensions as 
piovided by ‘‘voting intention” which 
has reference to a past voting act. 
Table 4 presents th<‘ pattern of res¬ 
ponses to the question, “It you could 
vote again, would you still vole fui 
the same party/candidatc?" RxeepI toi 
Punjab, the pattern in the rest of the. 
States is very sinufar. While 66 per 
cent of our lespondcnts in Punjab will 
have no hesitation in voting again for 
the same party or candidate, the cor¬ 
responding figures for other Stales 
come to around *>8 per cent. How¬ 
ever, although as between the four 
States partisan stability is highest in 
Punjab, the piopdrtion of undecidt*d 
cases is quite Urge in all States in¬ 
cluding Punjab. Also interesting is 
the fact that there is no consistent 
relationship between socio-economic 
status and partisan commitment. Note 
also that West Bengal gives us the 
highest pioportion of voters definitely 
rejecting the party they had just 
voted for. 

On the whole, based just on the 
question relating to voting intention, 
there is not much difference between 
our States. There is another interest¬ 
ing qustion that we asked our respon¬ 
dents: ‘‘Suppose there was an election 
when the party you support was run¬ 
ning a candidate that you did not like, 


what would you do? Would you still 
vote for your paity, or vole for 
anther party, or not vote at all in ilie 
election?” The responses arc piescnt- 
ed in Table 5. As can be seen from 
the 'fable, foiii to eight pei cent of 
voteis would rathei slay home th m 
vote if they do not like the candidate, 
fhe largest proportion ol “candidate 
oiientation” leading to a desertion of 
the party if thi* candidate was not ac¬ 
ceptable IS to be ff)iind in DP (11 pei 
ecnO. No othei State comes ncai it; 
Bihar and Punjab have about 30 pei 
cent and W<st Bengal 2'> per ci*nt. 
West Bengal seems to have the highest 
“paity orientation” (5J pei cent) with 
Bihar a close second. Wt'sl Bengal 
also shows an interesting relationship 
between socio-economic status and 
voting intention. Whcieas at the 
aggiegate level voters in Bengal seem 
lo be much more committed to thefi 
party than vqteis elsewhere, as many 
as half of the respondents falling in 
high SES group would prefer to either 
abstain from voting or vote for another 
paity. Partisan commitment thus 
seems to be the lowest among the 
higher strata of Bengali society. In all 
oihei States the higher SES gro»jp 
shows greater party (mentation al¬ 
though in Bihar the lowest SES also 
displays a similar ori(*ntation. Con 
sidering the socio-economic backward¬ 
ness of Blhai, its partisan commitment 
(50 per cent) is relatively high — 
higher than Punjab and almost as high 
as West Bengal. This is in sharp con¬ 
trast to Bihar's neighbour, Uttar 
Pradesh, which has the highest candi¬ 
date orientation and the lowest partisan 
attachment. 


Apait fiom the firmness of paity 
allegiance as a factor pioducing stable 
voting patterns, it is necessaiy lo in¬ 
vestigate the considerations that impel 
voters to vote one way or the other. As 
mentioned earlier, for a tirm partisan 
no other stimulus is needed. How- 
evei, not all voters are paitisans, nor 
is the partisanship of the partisans al¬ 
ways that firm. Must voters are in¬ 
fluenced in then voting decision by 
the immediate stimuli provided by 
rival parly campaign efforts — the 
issu»*s that are aiticulaled, the candi¬ 
dates that seek election, the quantity 
ol electioneering and the pressure of 
local and transient f.ictors. With a 
view to examining the saliimce ot 
dilleient factors for the voting deci¬ 
sion, wc asked our respondents, “What 
were the main considerations that 
made you vote the way you did in 
1969?” The result is summarised in 
Tabic 6. 

It can bo leadily seen that the 
necessity to conform to group norms 
o|>erating in the immediate environ¬ 
ment is the highrst in UP, followed 
by Bihar. Also interesting is the fact 
that 12 p(*r cent of respondents in 
Bengal say that the main consideration 
for them was the candidate. This is 
contraiy to the ideological image of 
Bengal politics in which rival parlies 
and “fronts” compete for allegiance 
Punjab too is higIT on this count (25 
per cent). It we merge categories 3 
and 4, the greater salience of parties 
as a refeient point for voting decision 
is also observed in Punjab (57 per 
cent). 'Thus the bulk of voters in 
Punjab are motivated by the direct 
appeal of party or candidate “group' 
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Table 13 : Llvel of Political Efficacy by State 


(Per Cent) 


States 

High 

Bihar 

Med- Low 
ium 

Total 

High 

Punjab 




UP 



West Bengal 

SES\ 

Political 

Efficacy 

Metl- 

ium 

Low Total 

High 

Med¬ 

ium 

■ Low 

Total 

High 

Med< 

ium 

- Low 

Total 

High 





76 




61 




76 




61 



31.6 

64 5 

3.9 

22.4 

60 7 

39.3 

— 

20 9 

36.8 

52.6 

10.5 

17.8 

34.4 

49.2 

16.4 

24.5 

Medium 





142 




148 




189 




125 



27 5 

62.0 

10.6 

41.8 

50 7 

43.2 

6. 1 

50.7 

15.3 

66.1 

IS.5 

44.2 

21 6 

54.4 

24.0 

50.2 

Low 





119 




82 




157 




61 



IS 5 

58 0 

23.5 

35.0 

24.4 

58.5 

17.1 

28.1 

14.6 

68.8 

16.6 

36.7 

9.8 

50.8 1 

^9.3 

24.5 

NA 





3 




1 




6 




2 




. _* 

- 

0 9 

-- 

_% 


0.3 

_« 

_• 


1.4 


_* 

-- 

0.8 

Total 


85 

209 

46 

340 

132 

137 

23 

292 

81 

276 

71 

428 

54 

131 

64 

249 



25 0 

61.5 

13.5 


45.2 

46.9 

2.9 


18.9 

64.5 

16.6 


21.7 

52.6 

25.7 



• Too few cases. 


pressures” seem to wi'igh lowest in 
this State. The paily salience is 
lowest in UP (26 per cent) whcie 
group factors aie important. It is 
quite h)W in West Bengal .oo (32 per 
cent) which confirms ihe point made 
above regarding candidate orientation. 
Among the parties attachment to 
Congress seems highest in Punjab aiul 
lowest in West Bengal. But, then, 
attachment to other paities tot) is more 
widespread in Punjab than m Bengal. 

Oui data, then, suggest that for a 
large majoiity of voters in these politi¬ 
cally unstable States identilication with 
parties as a factoi in voting decision 
has low salience, ft is only in Punjab 
that the highest incidence of partisan 
orientation is disceiniMo. Although 
as we noticed in l>oth Tables 5 and 6, 
partisanship in Punjab includes a high 
component of “candidate oiienlalion". 
Partisanship in lespect of organised 
parties is thus quite low in these foui 
States. Since the role ol paity attach¬ 
ments in Voting decision is so low, it 
follows that only a small proportion of 
vot(‘rs are committed partisans and 
need neither the stimuli provided by 
the campaign nor the pressuies ema¬ 
nating from local souices l>efore taking 
the final decision to vote for a parti¬ 
cular party or candidate. The infer¬ 
ence IS that voters with a wi-ak sens<‘ 
of partisanship must take time to 
decide and, for doing so, giapple with 
often conflicting stimuli emanating 
from various sources. Is this .so? 
And aie the difTtrences between 
Slates noticed above reflected in the 
time piiople take in arriving at a deci¬ 
sion how to vote? 

As will be seen from Table 7, the 
largest numbci of respondents making 
voting decision l>eforc the siaii of the 
..eampaign is located in Punjab (59 per 


cent), followed by UP (41 pei cent). 
West Bengal (33 per cent), and Bihar 
(29 per ermt). It is in Bihar that one 
in every four voters (m West Btngal 
one m every five) of our respondents 
say that they finally decide whom to 
vote on the polling day itself. Tf we 
add to this the category “a few days 
befoie the poll” we find that as many 
as 62 per cent of respondents in Bihar 
and 49 per cent in Bengal make up 
their mind towards the end of the 
campaign and the canvassing. The 
coriespo.iding figures for UP and 
Punjab respectively are 40 per cent 
and 30 per cent. Once again Punjab 
seems to he the highest in partisan 
stability. 

IV 

Public Issues and the Position of 
Voters 

Our data reflect diffeicnt configura- 
lions of foices impinging on voting 
decision in the four Slates. Not only 
does the strength of party identifica¬ 
tion vaiy from one Slate to another, 
ihere IS also much variation in the 
salience of parliculai co isiderations 
for voting decision as well as the 
timing of voting dec.sion itself. So, 
far, however, we have only looked at 
institutional and sociological factors in¬ 
fluencing voting decisions. But there 
IS also some content in rival cam¬ 
paigns, what are known as “issues”. 
As shown in the analysis of 1967 data 
in the present series, there is a grow¬ 
ing salience ol Issues in the country 
as a whole. Public issues and the 
position of voters on these issues have 
a crucial relevance for the voting act. 
It is for the avowed purpose of imple¬ 
menting certain programmes that 
parties seek to capture and control the 
seats of political power. As such, the 
identification of certain parties with 


certain ideologies and programmes in 
ihc voters’ mind, even if in a very 
generalised and vague manner, be¬ 
comes an important factor in the way 
(lifTeicnt voters express their partisan 
choice. 

Leaving aside the identification ol 
certain parties with certain political 
issues, there is also the question of the 
relevance of ceitain political issues for 
ihe concrete concerns and interests 
that inform the motivations and be¬ 
haviour of individual citizens. The 
conscious drive for -modi'inisation, the 
constant reference to socialistic pattern 
of living in order to assuie a better 
hie based on economic justice and 
social equality, the necessity to mobi¬ 
lise resources for achieving declared 
goals - all these factors imply threats 
to some and hopes for others. In 
other words, the differential percep¬ 
tion of particular public issues by 
voters placed m different life situa¬ 
tions assumes quite an importance 
in determining voters* political pre¬ 
ferences. it helps us to ascertain 
the prevailing, climate of public 
opinion in a State and the relationship 
between this climate and expressed 
jiolitical preferences of the voters. 

We examine this aspect with the 
help of three issue areas: the increas¬ 
ing burden of tax, the question of pub¬ 
lic control over industries, and the 
issue of the abolition of private pro¬ 
perty. All these issues have lately 
assumed importance in Indian politics. 
We begin first with the question of tax 
l)urden. The responses of our respon¬ 
dents to the question, “Do you think 
that the government ought to cut taxes 
even if it means putting off sofne im¬ 
portant things that need to be done?** 
are presented in Table 8, As can' be 
seen from the Table, 47 per cent- pi 






our respondents do not approve of any 
reduction in taxes whereas 42 per cent 
would like some cut. This is sympto- 
matic of a lack of general consensus 
on this issue. Considering the fact of 
an already high tax burden on the 
common man and the temptation to 
ask for reduction in it, the lact that a 
continuance of the picsenl lax bvnden 
has slightly more support from the 
voters than its reduction is revealing. 
It suggests a considerable even if vague 
understanding of jdan programmes 
and the need for resource mol)ilisalion 
for implementing State policies. The 
Xariations in State pal terns are also 
interesting. Note, for example, thai 
the highest support for the continu¬ 
ance of the present tax burden comes 
from Punjab (59 per cent), followed 
by Bengal (54 per cent), Bihar (42 per 
cent), and UP (40 pei cent) in that 
order. This is roughly the order in 
which etonomic development is taking 
place in the four Stales. Thus salience 
fo" tax policy is directly related lo con¬ 
crete evidence of economic progr<\ss. 

We further asked oui respondents 
their opinion on governm<^‘nt control 
of industries.® The responses are 
tabulated in Table 9. Support lor 
bringing *'all*’ industries under govern¬ 
ment control and management is 
highest jn Punjab ’(76 per cent) and 
lowest in UP (36 per cent). If we keep 
in mind the fact that the rate of indus¬ 
trialisation in Punjab is due primarily 
to small-scale industrial entrepreneurs, 
fhis high support for the elimination 
of private enterprise is surprising. It 
i.s equally surprising to find only 
moderate support for the same in 
West Bengal (44 per cent) for “nationa¬ 
lisation'’ where left tendencies of ex¬ 
treme sort are supposed to be domi¬ 
nant. Further, even if both Bihar and 
UP are mainly agricultural Stales, the 
variation in lesponses on this i.ssue is 
quite remarkable: 64 per cent of res¬ 
pondents in Bihar prefer complete 
nationalisation while only 36 per cent 
do so in UP. It is perhaps explainable 
by the fact that the alternative to 
Congress in UP has been mainly pro¬ 
vided by centrist or rightist parties, 
whereas in Bihar the leftist parties 
have also been active. Irrespective of 
these State d’fferenci'S, it is also re¬ 
vealing that about 54 per cent of our 
rctspondents favour government control 
over and management of all industrie.s 
and another 22 per xrent for a “mixed” 
policy, thus Suggesting a favourable 
mosp1|iere for further increase in the 
functions of government along a “so¬ 
cialist” path. 


Greater control on the economy, 
however, need not mean elimination 
of individual rights. We asked ou: 
respoudrnts their opinion about the 
necessity of abolishing private pio- 
peity.' Table 10 presents informa¬ 
tion In thi.s respect. Taking the four 
States together, opinion seems to be 
divided almost equally among our 
three altcrnatves. Bur the State varia¬ 
tions aic interest lug and confirm tin* 
tjcnds reported ahov 2 . Once again It 
is in Punjab that as many as 58 per 
cent of the sample and in favour of 
complet'’ abolition of private propolt^. 
And again, in W(\st Bengal, suppus<*d 
to be the seal of radicalism, only 7 
per cent of our rrspondenis favour this 
idea. Actually m West Bengal there 
is near consensus on the present policy 
of the ceiilic: close to ihiee-fourths of 
the respondents favour a paitial aboli¬ 
tion of private property. The greatest 
incidence of complete opposition to 
curbs on private property occurs in UP 
(57 per cent) wheie, as we have seen, 
support for government control of 
industries is also the lowest The 
general picture of low and partial sup¬ 
port foi the abolition of private pio- 
oriy as compared to very high suppoii 
to government control of industrirs 
underlines the fact that any govern¬ 
ment action meant to imrove the lot of 
the people would be widely welcome 
b'lt anything that threatens the com¬ 
mon man of whatever econt>mic advan¬ 
tage he enjoys at present is unlikely 
to 1)0 widely supported. But on the 
whole there is sufficient giouncl for a 
moir radical economic policy. 

V 

I.egitimacy and Citizen Efficacy 

We have so far examined the broad 
patterns of partisan choice, the insti¬ 
tutional and group factors influencing 
differences in these patterns, and the 
general policy profile of the electorate 
in the four States. Wc- may now turn 
to examining some of the factors that 
entei into the voters’ universe of 
comprehension of the larger political 
system whose functioning and viabi¬ 
lity he influences in many crucial ways 
through what he believes and how he 
acts. We are interested particularly in 
ascertaining the degree to which the 
citizen understands the nature of poli- 
t.cal institutions, thinks these institu¬ 
tions as desirable and necessaiy lor 
conducting the affairs of thr* nation, 
and feels efficacious in influencing the 
course of public affairs and political 
deci.sion-making. The vast literature 


on voting behaviour highlights ihu 
importance of these dimensions in sus¬ 
taining and preserving demi'icratic in¬ 
stitutions. It is, of course, not possible 
Co present in one paper the full canvas 
of data we have on thesr’ dimensions. 
We presi'nt only a few items selected 
on the basis of the relevance and 
sharpness of that differential State 
piittorris that they reveal. 

We begin with a discussion ol our 
nspondents* understanding of politi¬ 
cal institutions that foim parts of a 
democratic polity. We have already 
discussed the general salience of par¬ 
ties and partisan orientations. We have 
also separately noted voters* position 
on issues. The question is: do voters 
connect the two? An understanding of 
the difference.s between the program¬ 
mes and policies of different parties 
can be taken as a reflection of their 
general understanding of politics. By 
articulating competing policies and piu- 
grammes, parlies s<ok lo give .some 
direction to (he course of political de- 
^velopment. If voters are unaware of 
thi‘se differences, they will be unable to 
meaningfull> paiticipatc in the elec 
toral process. If they are aware, then 
participation in voting and other acti¬ 
vities acquires si.gnificance for the 
system. We asked our respondents, “Do 
y(<u think that there are important 
differences in the policies and pro¬ 
grammes of various parties?’* The re¬ 
sults are presented in Table 11. 

As will be seen from the Talde, in 
each of the States a large majority of 
our respondents think that there are 
important differences in the policies and 
programmes of variou.s parties. 'Ihe 
variations, however, arc interesting. In 
Punjab, for examj)le. a.s many as 84 
per cent of respondents find policy 
and progiammatic differences among 
various parties’ but in West Bengal 
(where in fact the left parties have all 
along been hammering their differences 
from the policies of the ("ongress party) 
only 63 per cent find such differences. 
The othei two Slates fall in between 
Punjab and West Bengal, ft is also 
interesting that diffeiences in socio¬ 
economic status are an important and 
consistent factor in promoting awaie- 
ni'ss of programmatic differences among 
parties. In each State the larger pro- 
jiortion of those who perceive such 
differences come fiom the high status 
,'uoup. Also, the j)roporlion of those 
who find no such differences increases 
as we go down the status hierarchy. 
Also interesting is the fact that the 
largest proportion ol voters in high 
status group unable to differentiate* 



Annual Nuiiibrr January 1971 


ECONOMIC AND POLITICAL WEKlaLIf 


between pUities in terms of policy aiiJ 
programmatic diflFerences is to be found 
in West Bongal. This confirms our 
geiier<d finding of low partisan oiienta- 
lions in this State despite loud and 
persistent activity by jiaities spicad 
over a whole langc ol ideolo pcal plai- 
forms. 

Thus percopti(>n of tldTei dice', in 
policies and provirammes of di He rent 
parties is quite widespiead. What 
al>out the voters’ perception of the 
desirability and ntccssily of demociatic 
institutions? 7'hc rcspon.'.t'S ol oui es- 
pondents to the question, “Do you 
think that the present system ot gov¬ 
ernment IS worth keeping even if it 
delays actions?” are sumarised in 
Tabic 12. We (ind that a sizeable 
majority of out respondents in each 
State say that the present system ol 
government is worth keeping even if 
It delays action, the highest propoi- 
tion coming fioni UP (72 per cent) 
and the lowest from West Bengal (60 
per cent). The proportion of those 
who unfavourably evaluate the demo¬ 
cratic system of government varies 
from 7 to 22 per cent, again West 
Bengal recording the largest propoi- 
tion (22 per cent). Again worth noting 
is the fact that the lower the siciu- 
economic statu.s, the lower is the pro¬ 
portion of those who aie favourably 
oriented towards the present system of 
government. And the differentials aie 
quite substantial in each State, the 
largest percentage of committed peo¬ 
ple from the lower stratum again com¬ 
ing from UP (66 per cent as compar¬ 
ed to 46 p<'r cent in Punjab). Again 
notice that among the high status ics- 
Dondents the pioportion of voteis un¬ 
favourably oriented towards the demo¬ 
cratic .system is the highest in West 
Bengal (26 per cent). 

That there is a widespread percep¬ 
tion of party differences as well as 
a desirability for the preservation of 
democratic institutions is clearly re¬ 
flected in our data. But this only de¬ 
monstrates a wide diffusion of demo¬ 
cratic values; it does not leflect how 
deep these values have penetrated in¬ 
to the psyche of Indian voters and 
made them realise their own role in 
influencing the course of public affaiis. 
In the final analysis, it is through a 
confidence m one’s own potentiality 
for influencing the course of things 
and the manifestation ol this confid¬ 
ence in actual behaviour that the in¬ 
dividual voter can meaningfully relate 
his own I ole to larger political pro¬ 
cesses. In order to tap this dimension, 
we have developed an index of poli¬ 


tical <'lhcacy to measure the extent to 
which voters in different Stales feel 
politically efficacious'' (see Table- 13). 

The Table shows that between one- 
Idth and one-fourlh of our rcsiion- 
dcnls feel “highly” politically elficaci- 
ous. It is only in the case of Punjab 
that the proportion of highly politi- 
c.dh' efficacious respcmdcnls is as high 
as 45 pel cent, In other Stales. the 
pioportion of such n spondents varies 
fiom 19 per cent in UP to 22 per ca nt 
in West Bengal to 25 per cent in 
Bihar. The moderately efficacious one, 
howevei. is high in each State. Once 
again, we observe a close relationship 
between socio-economic status and the 
strength of efficacy. In each of ihe 
Slates, the differences between the 
propoitions of highly efficaeipus voters 
when controlled for socio-economic 
status is jcmaikable. Wc have already 
pointed out that the laigest proportion 
of respondents high on the index ol 
political efficacy Is in Punjab. In fact 
only 3 per cent of Punjab respondents 
are low on this index. As against this 
only 22 pe: cent ol respondents in 
West Bengal .score high on this scale, 
a lower pioportion even in compaiison 
with Bihar. And it is in West Benagl 
that we find the highest proportion of 
inefficacious (“low” on our index) vol- 
ters. One in eve.^v four Bengali citi¬ 
zen has no confidence in himself as a 
citizen. Again, m the high SE.S cate 
gory West Bengal piovidcs the largest 
propoition (16 per cent) ol “low” 
efficacy, fn contiasi, Punjab has al¬ 
most no case m this category. 

VI 

Summing Up 

We can now draw together the 
various threads of our discussion into 
.some coherent pattern that may throw 
.some light on the undeilying tenden¬ 
cies operating in different States. Our 
discussion has emphasised mainly four 
sets of factors. First, the differential 
pattiTn of political piefcrences in the 
four States prompted u.s to delineate 
some of the .salient contextual leatures 
of the economic and political climate 
of the four States. Second, we exa¬ 
mined some of the social and political 
attributes of our lespondcnls that 
enter into theii voting dec sions. Third, 
we moved on to discuss the issue posi¬ 
tions of our rcsptindents in difftJTent 
States and the extent to which they 
saw differences between tht* policitss 
and programmes of different parties. 
And, lastly, we sketched the way 
voters in diflferent States viewed the 


institutional Iraniework of the politi¬ 
cal system and relate thtir own role 
to the functioning of the political sys 
torn. 

ft is clear from oar analysis rhai 
a large majority of our respondents in 
each State has come to be convinced 
of the desirability and ihi* utility of 
demociatic institutions as instnimenis 
of governance. It is reflected in the 
fact that more than 60 per cent of 
voters in our sample in^st that the 
present system of government is woilh 
keeping even if it delays action. It is 
also evident f.'-om the fact that a large 
majoiity of onr respondents appeared 
lo be aware of the differences between 
the policies and programmes of vari 
ous parties. What is certain, however, 
is whether this lejiresents a deeper 
confidence in democratic institutions 
and values among the populations of 
these four Slates. While then; seems 
to have taken j)lacc a widespread dif¬ 
fusion of the fundamentals of both the 
institutions of democracy and “the 
language of contemporary politics”,® 
the depth of commitment to the same 
is by no means clear. One indicatioo 
of this is provided by a certain feel¬ 
ing of helplessnes.s in influencing th^ 
policies and actions of the govern 
nient. “Citizen efficacy” is still not 
highly developed iit thesis four States. 

In the meantime, the phenomenon 
of p(ffiticisation generated by the pro- 
c(*ss of widespread social change, re¬ 
inforced by continuous participation in 
the electoral process, and further pro¬ 
voked by administrative inefficiency 
and ineptitude of Ihe erstwhile Con¬ 
gress party (and later the various 
SVDs) seems to have affected large 
.sections of the people. With the dec¬ 
line in the electoral strength of the 
Congre.ss on the one hand and the 
fragmentation of non-Congress parties 
on the other, the emergence of an el- 
fective majority to provide stability to 
political regimes in these States 
been receding. This continuing insta¬ 
bility is likely to acctmluate politicisa¬ 
tion without a concomitant increase in 
commitment to democratic norms and 
indeed perhaps leading to an erosion 
of whatever attachqjent to democratic 
principles is still there. 

One factor that attests to this in 
crease in discontent and alienation 
from the system lies in the preponder¬ 
ance of younger voters in the electo 
rat(* in each of the States under study 
Note, for example, that young voter; ^ 
(i c, between the age of 21 and 35 
years) constitute about 52 per cent in 
Bihar, 49 per cent in Punjab, 45 per 
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a*nt in .UP and 43 per cent in Ben¬ 
gal. As we argued earlier on the bai»is 
of our analysis of age and the Con¬ 
gress vote, stability in political prefer¬ 
ences in India is a function of accu¬ 
mulated experience through the aduh 
life ot voters and “settling down” in 
the political sense occurs only when 
a voter has participated in three or 
more elections. It is liue that in other 
democracies young voters are usually 
socialised in political nouns at an 

young age through their interaction 
in the family setting with their par 
ents and peer groups. As shown else¬ 
where,’® this occurs in the case of 

* only about 16 pei cent of voters in 
India. This means that a large number 
of voters aie initiated into the poli¬ 
tical woild only in their adult life, 
and largely through tlectoral partici¬ 
pation. If our data are any guide, the 
continued possibility of capriclou^. 
electoKiI outcomes in these States con¬ 
sequent upon the dominance of young 
and politically inexpeiienced voters in 
the electorate cannot be ruled out. 
The preponderance of young voters, a 
marked tendency on their part to be 
unstable in their paitisan choice, the 
continuing fragmentation of opposition 
parties, the widespread feeling of politi¬ 
cal inelfectivencss—all thes<‘ factors 
taken together a«e likely not only to 
bring about unstable electoral out¬ 
comes but also to strengthen tendency 
towards anomic political behaviour. 

The syndronn* ol political attitudes 
and orientations and the objective 
conditions that shape these attitudes 
and orientations differ from State to 
Slate. The cases of Punjab and Ben¬ 
gal are obvious contrasting examples. 
Both the States are indiisliiallv wel' 
developed, show greater incidence of 
urbanisation and < njoy a relativel> 
high per capita income. However, de¬ 
velopmental expenditures arc much 
larger iTi Punjab than in Bengal. This 
suggests the growing vigour of eco¬ 
nomic development and welfare activi¬ 
ties in Punjab. By contiast, Benga* 
fails miserably in satisfying the rising 
expectations of its citizens. Olhc’ 
contrasts between Punjab and Bengal 
are also interesting. As our data show, 
a much larger proportion of res¬ 
pondents in Punjab manifest divcise 
attributes of a paiticipani style of life 
and of stable partisan orientations. 
Punjab also shows greater support for 
the role of the State in regulating and 
managing economic affairs of the 
country, a greater salience of poeti¬ 
cal and secular factors in voting, and 
a greater sense of political influence 


potential. Punjab displays a number 
of indicators favouring radicalisation of 
politics and Stale policy. In contrast 
to this, the pionounced left tendency 
of middle class elites in Bengal does 
nol find allitudinal support in the vot¬ 
ers’ political orienlation. Further, par¬ 
tisan stability is shaky, issue orienta 
tions are inconsistent with the pre¬ 
vailing idi'ologv and often indifferent 
and cynical and iheie is a low sense 
ol political efficacy. 

Of interest also is the differential 
conliguiation of political attributes of 
the voters m the “high” status group 
in the two States. It can be argued 
that the tensions and traumas attend¬ 
ing the process of changes can, to a 
great extent, be mitigated if there is 
no sharp bn-ak with tradition and 
all that it implies. The continuity of 
hadilion, the relevance of its norma¬ 
tive elements, .md the robustness of 
the elite class provide a buffer for 
absoibing the shock of rapid and un 
premeditated changes. Thus notice the A 
fact that the upper social stratum in 
Punjab display a greater political 
awareness, partisan stability and poli¬ 
tical confidence than those who are 
placed in lower status groups. In con¬ 
trast, the people in the high .status 
group in Bengal, although perhaps 
more differentiated from those in the 
lower status groups than (4sewhere 
lack the essential qualities of partisan 
commitments, clear position on issues, 
and political confidence and eflicacy 
was brought out consislantly at dif 
ferent stages of our analysis. All thi** 
shows that th(‘ “elite” of Bengali sn- 
cict\ has lost its giip on the emerg¬ 
ing social and political situation and 
is unable to give direction to the peo¬ 
ple they are siipp<ised to lead. In 
Punjab, on the other hand, the elite 
is vigorous and p»)litically efficacious 
and can check the chaotic im])ulse to 
change. 

As between UP and Bihar, the two 
underdeveloped Slates, we again find 
some distinguishing features Although 
placed in similar economic situations, 
these two States reflect somewhat dif¬ 
ferent political attributes at the voter 
level. Whereas a sizeable proportion of 
voters in UP manifests a “rightist” 
piolitical orientation in respect of is¬ 
sues and policies, the reverse is tht 
case in Bihar. Also worth noting is 
the fact that voters in UP are much 
more influenced in their voting deci- 
sion.s by traditional and group pic.s- 
sures than is the case in Bihar. Des¬ 
pite the continued dominance of the 
traditional social order in both States 


(and the continuous reminders of the 
dominent role of caste in Bihar), our 
data suggest a much greater scope for 
radicalisation of politics in Bihar than 
in UP. The extreme weakness of the 
left foices in UP and their increasing 
strength in Bihar .suggest two st'parate 
courses ol j^olilical development in 
these two Stales. 

Notes 

1 For an insightful and pioiieeiing 
study of the consequences of one- 
party electoral politics for adminis¬ 
tration, s('e V O Key, Jr, “Southern 
Politics” (New York: Random 
House, 1949), Avintage Paperback, 
especially chapter 14. 

2 For a discussion of these, see 
Rama.shiay Roy, “Dynamics of One- 
Party Dominance in an Indian 
State”, Asian Survey. (July 1968). 

5 See Ramashray Roy. “Studies on 
Party S\stem and Elections in 
India: A I'rend Report,” Indian 
Council of Social Science Re¬ 
search, mimeographed. 

Oli:- index of socio-economic sta¬ 
tus is composed of caste, level of 
education, and the size of land 
holding owned by the respondent’s 
lamil> in the case of rural voters 
and monthly income in the case 
of 111 ban voters. All of these items 
were assigned integer values, uV^ 
rnately summated and divided to 
produce an ordinal index of high, 
medium and low socio-economic 
status. 

% Philip E Converse, “Of Time and 
Partisan Stability,” ('oniparaiivc 
Political Studies, Vol 2, No 2 
(July 1969), p 143. 

6 The exact question was “Some 
people think that the government 
should itself control and manage 
the industiies of the countr> 
Others think that they should be 
left in pnvarc hands. On the 
whole, would vou sa\' that gov 
ernment should leave all industries 
in private hands, should control 
and manage some and leave others 
in private hands, or should itself 
control and manage all industries?” 

7 The question was “On the whole, 
would you say that private pro¬ 
perly should nol at all be touch¬ 
ed, onl> part of private property 
should be allowed or orivate pro¬ 
perty should be al>olished?“ 

? Our index of political efficacy is 
derived from a set of five que.s- 
tioris: (1) How much effect do 
people like you have on what the 
government does? (1) How much 
effect does the way pt'ople vote 
have on what the government 
does? (3) Do you think that poli¬ 
tics and government are so ct/m- 
plicated that a person like you 
cannot leallv understand what is 
going on? (4) Do you feel that 
goveiriment (officials do not care 
much what neople like you think? 
(5) I>o you fel l that the way peo- 
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pie vote- is the main thing that 
determines how things are run in 
this country? This is a composite 
ordinal scale constructed in the 
same manner as indicated earlier. 

9 On this and for a consideration 


of the general issue of elhcacy, 
see S K Arora, “Exploring Poli¬ 
tical Predisposition: Efficacy and 
Cynicism in Rural Andhra Pra¬ 
desh”, Behai^iojtral Sciences and 
Community Development, Vol 3, 


Ahmal Number Januaiy' 


No 2 (September 1969). 128. 

10 Ramashray Roy, “Elections, Elec¬ 
torate and Democracy in India*', 
Perspectives, a supplement of Tfie 
Indian Journal of Public Ad¬ 
ministration (forthcoming). 
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Jail l^aiigh in Utlar Pradesh 

Fluctuating Fortunes and Uncertain Future 


V B Singh 


; In Uttar Pradesh the main beneficiary of the 1967 Congress Parly upset was the Jan Sangh which 
emerged as a mqjor party with a doubling of seats from 49 in 1962 to 98 in 1967. Its votes, too, went up 
by more than 30 per cent oyer the 1962 election. Consequently, the parly activists as well as the 
general electorate started budding up expectations that the Jan Sangh may soon provide a viable alter¬ 
native to the Congress Party in the State. However, in the 1969 mid-term poll the Jan Sartgh suffered 
a serious and sudden setback which raised doubts about its appeal and popularity, and its organisational 
base in the State. 

This paper attempts to investigate and highlight some of the salient factors that led to the rapid 
growth of the Jan Sangh in UP till 1967 and its steep decline in 1969. 

The author’s analysis shows that the Jan Sangh has lacked stable support in UP and has failed to 
entrench itself in any firm manner. The symptoms of its decline were there all along and were only 
magnified in the 1969 election. Without retaining its old seats the party was scattering its energies each 
time in building new contacts and raising new slogans to capture new seats. 

As the party faces a new election, it has again evolved a new electoral strategy. Its past record, how¬ 
ever, gives no basis for predicting the outcome of such a strategy. A party of fluctuating fortunes, the Jan 
Sangh in UP has an uncertain future. 


THE Indian party sysiem has been 
described as a peculiar version of the 
system of one party dominance, the 
chief characteristics of which are that; 
(a) a good part of the “opposition” has 
been internalised within the dominant 
party, (b) a large number of minor 
national and regional parlies have 
constantly posed a threat to the do¬ 
minant party, and (c) these parties 
have “politicised” and brought into 
the political system ever new strata of 
hitherto submerged and apolitical 
masses.^ These opposition parties 
have constantly pressurised, criticis¬ 
ed, censured and influenced the 
dominant party in order to keep it on 
the right track.- These activities of 


the opposition parties have lately in¬ 
creased in volume and impact and, 
as was brought home dramatically in 
the 1967 general elections, the system 
itself has been undergoing a qualitative 
change. Before 1967 the opposition 
was functioning in a continuous 
manner. Howcvci. no single opposi¬ 
tion party or coalition was able to 
provide an alternative to the Congress 
Party, except in a few States, ovei 
short periods of time. Upto 1967, the 
Congress Part> enjoyed almost comp¬ 
lete hegemony, for instance, in the 
.State of UP. The nature of the weak 
and fragmenle 1 opposition was evident 
from the fact that no opposition party 
had been able to gethcr more than 


12 per cent of the scats. This- position 
has changed greatly since 1967 in 
some of the States, although almost 
everywhere the situation is still in 
flux. 

In Uttar Pradesh the main bene- 
heiary of the 1967 Congress Party 
upset was the fan Sangh which 
emerged as a major party with a 
doubling of seats from 49 in 1962 to 
98 in 1967, Its proportion of votes, 
too, went up by more than 30 per 
cent over the 1962 election. Conse¬ 
quently, the party activisis as well 
a.'. the general electorate started 
building up expectations that the 
Jan Sangh may soon provide a 
viable alternative to the Congress 


TAbLt I : Uttar Pradish Assf:MBLV Ri SULrs (1952-1969) 



1952 

1957 

1962 

1967 


1969 

Parties 

Percen- 

No of 

Percen- 

No of 

Pcrccn- 

No of 

Percen- 

No of 

Percen- 

No of 


tage of 

&eats 

tage of 

Seats 

tage of 

Seats 

tage of 

Seats 

tage of 

Scats 


Votes 

and 

Votes 

and 

Votes 

and 

Votes 

and 

Votes 

and 



Percen- 


Percen- 


Percen- 


Percen- 


Percen- 



tage 


tage 


tage 


tage 


tage 

Congress 

47.9 

3^X) 

42 4 

286 

36.3 

249 

32 2 

199 

33 7 

211 


90.7 


66 5 


57.9 


46 9 


49.6 

Jan Sangh 

6.4 

2 

9 8 

17 

16 5 

49 

21.7 

98 

17.9 

49 


0.4 


4.0 


11 4 


23 1 


11.5 

Swatantra 

^ - 

_ 

- 


4.7 

15 

4.7 

12 

J.3 

5 







3 5 


2 8 


1.2 

Socialist Parties (SSP and PSP) 

17.8 

20 

14.5 

69* 

19 7 

62 

14 1 

55 

9 5 

86 


4.7 


16 C 


14 4 


12.9 


8.5 

Communist Parties (CPI and CPr(M)] 

0.9 


3 8 

9 

2 1 

5 1 

14 

3 3 

4 5 

14 

3.3 

3 5 

5 

1.2 

Others 

27 0 

18 

29 5 

49 

17.7 

41 

22 8 

' 47 

34 1 

199** 

\ 


4.2 


11.4 


9.5 


11.0 


28.0 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

N 

16,758,627 

430 

21,918,606 430 

17,814,172 430 

42,131.487 425 

44,739,590 425 


. * Socialists tan as Independents in 1957 and won 25 Seats which arc added here but the percentage of votes polled by this party 
could not be separated from those of Independents. 

It i&ludes 98 seats of UKD which polled 21.2 per cent votes in 1969. 


$07 










Annual Number January 1971 


ECX3NOMIC AND POLITICAL WEEKLY 


ITC/nTD earned an 
average of RslIO croies a 
year in foreign exchange 
in the last three years 

India Tobacco Companies are the largest 
net earners of foreign exchange in the entire 
tobacco industry in the country — aud this 
after meeting dividend commitments to 
overseas shareholders. ' 

They started the export of unmanufactured 
tobaccos as far back as 1933. The fact that 
today leaf tobacco has become a traditional 
export item is due entirely to the pioneering 
efforts of India Tobacco Companies. Their 
exports have earned the country Rs. 66.14 
crores net in foreign exchange for the years 
1959 to March 31, 1970. The Government 
of India recognised their achievement by 
awarding them the Certificate of Merit for 
Outstanding Export Performance for the 
period 1966-1968. i 

India Tobacco Companies are determined 
to continue doing their very best in this 
vital national task of earning more foreign 
exchange, with the willing help and active 
co-operation of their overseas associates, 
despite increasing international competi-J 
tion., 

A India Tobacco Company Ltd. 
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Xj Jle 2 : Rates* op Oiu>wni and Dbgunb op Different Parhes in UP 
AgmmtY : 1967 and 1969 

(Per Cent) 


Party 

Rate of Growth (+) or 
Decline (—) between 

1962 and 1967 

Rate of Growth (+) or 
Decline (—) between 
1967 and 1969 

Congress 

— 1L4 

+ 4.6 

Jan Sangh 

+ 31.6 

— 17.3 

Socialist parties 

— 28.7 

— 32.1 

Communist parties 

— 31.1 

— 21.3 

Swatantra 

+ 1.0 

— 73.6 


• The ‘rate' denotes percentage change in the proportion of votes polled 
• between two elections. 


Party in the State. However, in the 
1969 mid-term polls the Jan Sangh 
suffered a serious and sudden setback 
which raised doubts about its appeal 
and popularity, and its organisational 
base in the State. The paper attempts 
to investigate and highlight some of 
the salient factors that led to the ra¬ 
pid growth of the Jan Sangh in UP 
till 1967 and its steep decline in 1969. 

A review of the election results 
from 1952 to 1967, brings out the 
continuous increase in popularity of 
the Jan Sangh both in terms of pro¬ 
portions of votes polled and of the 
number of legislative scats won. The 
Jan Sangh appeared on the political 
scene in UP in 1952 with barely two 
seats, succef^ded in capturing 17 seats in 
the next election in 1957, superseded all 
other opposition parties in 1962 with 
a strength of 49. and went on to 
register a phenomenal 98 seats or al¬ 
most a quarter of the total strength of 
Ihe State Assembly in 1967. Thus bet¬ 
ween 1957 and 1967 it increased its 
strength nearly six times, A similar 
pattern may be observed from the per 
cent votes polled by the party (see 
Table 1). Starting from 6.4 per cent 
votes polled in the first general elec¬ 
tions, it polled 9.8 per cent, 16.5 per 
cent and 21.7 per cent, in the second, 
third and general elections res¬ 

pectively, It is interesting to observe 
from Table 1 that the Jan Sangh is 
the only party which shows a consis¬ 
tent increase in the number of seats 
won as well as votes polled from 1952 
to 1967 elections whereas all other 
opposition parties failed even to 
maintain their popularity. The com¬ 
bined seats of the SSP and the PSP 
came down from 16 per cent in 1957 
to 14-4^'per cent in 1962 to 12.4 per 
cent In 1967. Over the whole period, 
their proportion o( votes also declined, 
though heen an appreciable 

daa in 496^ (CPI 


and CPM), while they could just retain 
their position in terms of seats held 
in 1967, also showed a decline in 
number of votes polled. The Swatantra 
party, on the other hand, maintained 
its vote at the same low level as in 
1962, but lost further in the number 
of seats. Only the Jan Sangh gained 
in both votes and seats and, that too, 
rather steeply. 

The rise of the Bharatiya Kranti 
Dal (BKD) in the contest for the mid¬ 
term elections in 1969 has completely 
changed the post-election scene in 
UP and brought about a number of 
significant changes in the fortunes of 
different political parties. The BKD, 
by securing as many as 98 seats, 
adversely affected the performance of 
all the other parties with the excep¬ 
tion of the Congress, The Congress 
party, which was undergoing a gradual 
decline both in terms of popular vote 
and percentage of seats in the As- 


AiHHial'NIttiiiber JachlAiy 

aembly, managed to stage a comeback 
In 1969, It improved its position over 
that of 1967. both in terms of votes 
polled and number of seats won. As 
against this, the Jan Sangh, instead of 
maintaining its earlier pace of growth, 
suffered a considerable setback. Its 
seats were reduced sharply by half 
and its votes by as much as 4 per 
cent. In varying degrees and intensity, 
other parties also met the same fate. 
Since the focus of this paper is the 
changing fortunes of the Jan Sangh in 
UP, we shall restrict our discussion 
to it. 

The Jan Sangh is different from 
other political parties in several res¬ 
pects. Unlike other opposition parties 
“it did not develop out of the Con¬ 
gress’’.'*' Secondly, its programmes are 
oriented more towards cultural and 
communal issues whereas all Leftist 
parties, the Congress, and the Swa* 
tantra Party, art secular and non- 
communal parties.* Thirdly, it enjoys 
the reputation of being a very tightly 
organised and highly disciplined party, 
in part because of its RSS base. 
Fourthly, the party, has a dilfferent social 
base from the others. The major sup* 
port for the party comes from the ex- 
talukdars, former zamindars, Hindu 
professional and business classes from 
both rural and urban areas, whereas 
the Congress, the Socialists and the 
Communists get their support from 
the locally dominant peasant proprie¬ 
tor castes in rural areas and the 
labourer class in urban areas. These 
being the major differences between 
the Jan Sangh and the other parties. 


Table 3: Cow SiAvcirnra Issm and Party Votes In 1967 


1 

Cow Slaughter 
Should Be 
Banned 

Not a Proper 
Subject for 
Government 

No Opinion 
or Not 
Ascertained 

Total 

Congress 

108 

29 

11 

148 


(72.97) 

(19.60) 

( 7.43) 

(100,0) 

Jan Sangh 

73 

1 

2 

76 


(96.05) 

( 1.32) 

( 243) 

(100.0) 

Swatantra 

21 

12 

3 

36 


(58.33) 

(33.33) 

( 8.33) 

(100.0) 

AU Uft 

21 

10 

2 

33 

Parties* 

(63.63) 

(30.30) 

( 6.07) 

(100.0) 

Independents 

20 

10 

— 

30 


(66.67) 

(33.33) 

— 

(100.0) 

inaepurate or 

- 59 

14 

15 

SB 

Did Not Vote 

(67.05) 

(15.91) 

(17.04) 

(100.0) 

Total 

302 

78 

31 

411 


(73.48) 

(18.98) 

( 7.54) 

(100.0) 


* Left ParHcs include CPI, CPI(M),SSP and PSP. 
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Eccentric Power Press, Model CP l/IOO/SK^ 
lOO-tonne. Open-Back, Inclinable,PrlctloA OuCcI^ 
Gap-Frame. Side-Wheel, Geared. 
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Guile on the most modern lines, Godre) Presses* 
Press-Brakes and Shears, incorporating welded* 
steel frames, ensure profitable fabrication of sheet 
and plate. 
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KiGun^l: 


DlSnUC'J^i CoNSUSTiiNTJA' AllOMi OK lilXOW llUi 
OF iHE Jan Sanch fkom the 1957 lo 1969 


Median in Sui‘i»ok'i 
Ei.EcnioNf^ 



the party could manage to have an 
edge over other political parties in 
different elections. 

The other possible way to adjudge 
the strength of the Jan Sangh is tt) 
compare the rate of its “growth and 
decline*'' with other political parties in 
the State. The Jan Sangh was the only 
party in 1967 which improved its posi¬ 
tion by 31.6 per cent over 1962, where¬ 
as the Congress, the Socialists and the 
Communists showed a decline in their 


popular votes by 11.4 per cent, 28.7 per 
cent and 31.1 per cent respectively 
(see Table 2). The position of the Swa- 
tantra Party remained almost the same. 
In the 1969 mid-term poll, although 
the Jan Sangh faced a major setback, 
even then the rate of its decline was 
much less than that of the other 
opposition parties. The **rate of decline” 
of the Jan Sangh was only 17.3 per 
cent as against the 73.6 per cent 
decline of the Swatantra party. 





The setback suffered by the Jan 
Sangh in 1969 requires exploration. 
How could a party reputed to be 
organisationally very well-knit and 
endowed with dedicated workers and 
committed supporters fail to consoli¬ 
date ^ts gains, let alone extend them? 
But before we attempt to explore the 
reasons for its setback in 1969, it is 
better tp begin with factors that helped 
establish its unprecedented electoral 
record in 1967. We can identify a set 
of three such factors. 

First, the 1967 election was held 
after a period of intense agitation on 
the issue of banning cow slaughter. 
Espoused by the Jan Sangh and other 
Hindu communal groups, this issue 
received a widespread airing involving 
demonstrations, mass agitations, etc. 
The issue took a dramatic turn when 
a huge rally demonstrating before the 
Parljamcnl House was fired upon on 
November 7, 1966, This created a 

general resentment among Hindu voters 
which the fan Sangh did not hesitate 
to exploit in the 1967 elections. 

The salience of this issue for inclin¬ 
ing the voters towards voting in favour 
of the Jan Sangh can be ascertained 
from Table 3. The Table summarises 
the responses of 411 voters from UP, 
that formed part of a national sample 
drawn up for the study of the 1967 
elections,^ to a question asked to as¬ 
certain voters’ attitudes towards the 
issue of banning cow slaughter. AS will 
be seen from the Table, as many as 
96.05 per cent of the voters in the 
UP sample voting for the Jan Sangh 
say that cow slaughter should be ban¬ 
ned. The support for banning cow 
slaughter varies among the supporters 
of different parties. Yet the fact re¬ 
mains that there is widespread support 
for such a ban. Note, for example, that 
63.63 per cent of those voting for the 
Left parties favour banning cow 
slaughter. This large-scale support for 
the ban, the central role played by the 
Jan Sangh in pressurising the Govern¬ 
ment for faking favouiablc action on 


Table 4 : Relationship between Jan Sanoh Vote and Per Capjta Income, Sizt of Pir Hi au I.and Holding and 

Literacy Ratf By Number of Districts 


Jan'Sangh Vote 
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Total 


Kendall’s Tau 


Per Capita Incoinc 
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9 3 8 20 

6 8 6 20 

2 5 7 14 
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TawleJB: Backgiiound Data on Jan 
PSP AND Socialist MLAs in 
1962 



Jan Singh 

PSP 

Socialist 

Zamindar 

50.0 

39.5 

26.1 

Business 

8.3 

3.0 

4.3 

Medicine 

6.2 

— 

— 

Kisan 

29.2 

51.5 

56.5 

Tenant 

6.3 

3.0 

13,1 

N 

48 

100.0 

33 

100.0 

23 

100.0 


this issue, the intransigence of the party 
in power — all these factors created 
a favourable atmosphere for the fan 
Sangh to reap electoral benefits. 

• The second factor favouring the Jan 
Sangh in the 1967 election in UP was 
a State-wide strike by the State Gov¬ 
ernment employees just before the 
election. The extreme discontent and 
“^widespread feeling of resentment 
against the ruling party for its acts of 
omission and commission led the vot¬ 
ers to’transfer their support to the Jan 
Sangh and other opposition parties.* 
Since the Jan Sangh had played an 
important role in the agitation for ban¬ 
ning cow slaughter and since it was 
the second largest party in the State 
in terms of its electoral strength, it 
attracted wide electoral support. 
Though the organisers of the “boycott 
Congress*'’ movement did not take any 
definite stand on whom to vote for. 
most of the frustrated and discontented 
Government employees, in the absence 


of a better choice, opted for the Jan 
Sangh. 

The third factor resulting in massive 
support for the Jan Sangh was the 
25 per cent surcharge on land revenue 
in UP reimposed in *1965 by the State 
Government after the Indo-Pak con¬ 
flict. This move went against the Con¬ 
gress party. The Jan Sangh used this 
issue, too, by committing itself in its 
election manifesto to removing the 
surcharge on land revenue. There were 
other issues. such as the teachers’ 
strike, the student’s strike, rising prices 
of essential commodities, an acute 
shortage of foodgrains. and administra¬ 
tive corruption, which were widely 
aired by all opposition parties during 
the 1967 election campaign. Tlie Jan 
Sangh, by taking a very definite stand 
in contrast to other opposition parties, 
on some of the vital issues, succeeded 
in attracting widespread support. Thus 
the Jan Sangh, endowed with a some¬ 
what wider mass appeal and dedicated 
workers, managed better than other 
opposition parties in exploiting the 
widespread discontent and disaffection 
among the electorate against the rul¬ 
ing party and succeeded in attracting 
larger support in 1967 than ever before. 

It is true that the overall import of 
all these factors was, on the one hand, 
a drastic reduction in the Assembly 
strength of the Congress and, on the 
other, a phenomenal rise in the Jan 
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Sangh strength. However^ this was to 
lead to changes in the situation that 
had favoured the Jan Sangh in 1967* 
In the first place, the question of a 
ban on cow-slaughter was slowly 
pushed into the background losing its 
salience as a public issue. The party 
could not lay its hands on a .suitable 
communal issue to exploit the senti¬ 
ments and feelings of (he electorate 
during the 1969 mid-term campaign as 
it had succeeded in doing in 1967. In 
the second place, after the downfall of 
the first Congress ministiy in the past- 
1967 election period the Jan Sangh 
became a coalition partner in the Gov¬ 
ernment subsequently formed under the 
leadership of Charan Singh. During the 
1967 election campaign the Jan Sangh 
had made many tall promises and given 
many assurances to the people. When 
it joined the coalition Government, it 
was not in a position to fulfil these 
promises. 

Once the propitious conditions asso¬ 
ciated with the phenomenal but sudden 
growth of the party were removed, the 
inherent weaknesses were bound to 
reassert themselves. There are several 
of these. Firstly, it is well known that 
electoral success compels a competing 
party to seek further support on a 
sustained basis by widening the party’s 
base, irrespective of creed, caste 
or regions. So long as its sup¬ 
port base is narrow and the party 


Ficuhe 2: Losses and Gains of Jan .Sangh Seats: 1962-1969 



Abbreviations ! 

INC —- Indian National Congress; BJS — Bharatiya Jan Sangh; PSP — Praia Socialist Party; SSP — Samyukta 
Socialist Party; CPI — Communist Party of India; CPM — Communist Party of India (Marxist); SWA — 
SwaUntra P^rty; OP — Other Parties; IND — Independents. 

Note I 

For each election the incoming arrows .show where the scats come from as compared to the earlier election and 
the outgoing arrows show where the seats went in the next election. To illustrate, in the first section dealing 
with th0 election, the Jan Sangh got 49 seats which were held in 1957 thus: (i) Congress 35, (ii) PSP 1, 
(iii) In^peadkiTts 5 and (tv) Jan Sangh itself 8. 
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docs not niiike a conceited cfToit to 
recruit supporters from all strata of 
society, it cannot hope to improve its 
position electorally. The Jan Sangh did 
not try to widen ils voter support »»n 
uny significant scale.' }'<>r example, its 
ideological stand precluded d from 
seeking support from the Muslim com¬ 
munity as a whole. Thus a sizeable 
proportion of the population is exclud¬ 
ed from supporting this paity. 

Secondly, the |an Sangh has been 
unable to strike roots in ceitain parts 
of the State. Its main support has 
always come from some parts of the 
State and is not widely spread over 
the whole State. To verify whether this 
is the case, we tanked all the *54 dis¬ 
tricts in the Stale in terms of percen¬ 
tage of votes polled by the [an Snngh 
in each distiict for all the elections 
from 1^57 to 1969. The results, pre¬ 
sented here in the map of UP reveal 
that out of the total of 54 districts, 
15 districts are persistently above the 
median and 12 districts persistently 
below the median point. 

The level of development of a dis¬ 
trict also seems to be of relevance to 
the distribution of electoral support for 
the Jan Sangh. The State map repro¬ 
duced here shows that most of the 
central zone districts and a few adjoin¬ 
ing districts in the western zone are 
those where the party has performed 
well consisteiitly. In contrast, the dis¬ 
tricts where the party vote is consisl- 
tently below the median are mostly 
from the eastern part of the State and 
the Kumaon region which are low on 
level of devchipment. Out of the 12 
low support districts for the Jan Sangh, 
6 are from the eastern zone and 3 
from the Kumaon region. This shows 
that 75 per cent of all the low support 
districts are from the backward and 
poverty stricken areas of the State. 
Similarly, 60 per cent of the high sup¬ 
port districts are from the developed 
regions of the State. Thus this party 
seems to be very weak in mobilising 
support from the poorer and back¬ 
ward areas of the State. 

What conclusion can be drawn from 
this analysis? Is it that the Jan Saiigb 
vote is highly correlated with indica¬ 
tors of "level of development" or 
simply that the Jan Sangh’s appeal and 
organisation have been largely confined 
to certain regions and have nc< be¬ 
come State-wide? In order to find an 
answer to this question, we explored 
three aggregate indicators which are 
considered to be relevant. One of these 
t$ the literacy rate which is supposed 
to be an important indicator of moder¬ 
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nisation and a source of di.ssafisfaction 
and disaffection with the Government 
in conditions where the performance 
of the political system is at a low level. 
Anoihci hypothesis frequently advanc- 
etl to explain the growing electoral 
strength of the Jan Sangh pertains to 
Its idcoli>gical inclination towards pro¬ 
tecting vested interests, particularly the 
landed one. This hypothesis may be 
tested by consideting the average per 
head landholding in tht; different dis¬ 
tricts, The third aggregate measure 
pertaining to "level of development" is 
per capita income. 

Table 4 gives the relationship bet¬ 
ween the electoral strength of the Jan 
Sangh and each of these three aggre¬ 
gate factors. To measure the associa¬ 
tion between the Jan Sangh vote and 
each of these three factors, we employ¬ 
ed Kendall’s Tau. As will be seen from 
the Table, theie seems to be no strong 
association between the electoral 
strength of the Jan Sangh and any of 
the three factors. Note, for example, 
that the measurement of association 
between the Jan Sangh vote and per 
capita (district) income is only 0.155 
and that between the Jan Sangh vote 
and the size of per head landholding 
is even less, 0.140. In contrast, the 
association between the Jan Sangh vote 
and the literacy rate is negative, 
—.200. Our analysis, then, does not 
support the assumption of a significant 
correlation with "level of development" 
in any general manner. It seems more 
likely that the pattern described above 
is a result of the simple failure of the 
Jan Sangh to become a truly State¬ 
wide party. 

In fact, an analysis based on aggre¬ 
gate indicators often leads to rather 
superficial results. In politics it is more 
relevant to examine more direct evid¬ 
ence. Thus, if we examine the socio¬ 
economic background of Jan Sangh 
MLAs, we find that as many as 50 per 
cent of the total Jan Sangh MLAs in 
1962 belonged to the ex-talukdar and 
ex-zamindar class (Table5). Although 
ex-talukdars and ex-zamindars have also 
been elected to the UP legislature on 
the tickets of Left parties, such as the 
SSP and the PSP, their proportion is 
.small as compared to the Jan > Sangh. 
VViih widespread social and political 
changes under way, traditional elites are 
fast losing their hold on the voters 
^and are being replaced by a class of 
emerging elites with a diffefent power 
base, political approach and orienta¬ 
tions. The Jan Sangh's heavy reliance 
Op traditional elites has probably pre* 
vented it from attracting new and 


dynamic pcjliiical activists. A^s such, 
the decline in its electoral strength in 
1969 is not surprising. 

It is true that the Jan Sangh has a 
band of committed workers. However, 
its electoral gains lack stability. Dis¬ 
satisfaction with the ruling party may 
momentarily drag the electorate into 
the lap of the Jan Sangh. but the Jan 
Sangh fails miserably in being able to 
retain their support. Though this 
phenomenon is common to ^11 other 
parties including the Congress, the Jan 
Sangh’s record is the worst among all 
opposition parties in this regard- An 
examination of the electoral perform¬ 
ance of the Jan Sangh in terms of 
losses and gains shows that the main 
struggle occurs, by and large, between 
the Jan Sangh and the Congress (see 
Figure 2), Comparing the gains from 
and losses to the Congress from 1957 
to 1962 and 1962 to 1967, it can be 
seen that the Jan Sangh gained more 
seats from the Congress than it lost 
to it during this period. In the 1962 
general elections out of 49 scats won 
by the Jan Sangh, 35 seats were wrest¬ 
ed from the Congress, one from the 

PSP and 5 from Independents. It re¬ 
tained, on the other hand, only 8 out 
of the 17 seats it won in 1957, with 
the rest going to the Congress. In the 
1967 elections, when it emerged as a 
major opposition party in the State, it 
captured 62 seats from the Congress 

and 20 from other parties including 
Independents. But it retained only 16 
out of its 49 old seats, yielding 25 
seats to the Congress, two .seats to 

SSP, and five seats to other opposi¬ 
tion parties and Independents. In the 
1969 mid-term poll, however, its losses 
were much higher than its gains. It 
lost 67 seats to Congress as against 
the 24 seats it gained from it. This 
indicates that upto the 1967 general 
elections its gains were much higher 

than its losses and this more than 
compensated for ils los.ses as well as 
for its failure to retain past seats. But 
in 1969 it suffered a serious setback 
due to a small number of gains against 
losses. Therefore, the 1969 electoral 
debacle of Jan Sangh is the result of 
two factors: its failure to capture new 
ground as well as to consolidate already 
won grounds. 

An aggregate analysis of the different 
constituencies over the period of three 
elections suggests that the Jan Sangh 
succeeded in attracting those voters 
who had lost confidence in Con¬ 
gress party. Looking back at electoral 
history, the very inference 

suggests itself that a maiority of 
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TaSlb 6 : BKD PosnioN in the 67 CoNSTiTUENCifis Where the Jan 9anoh Lost Its Previous Seats 

TO THE Congress Party in 1969 


No of Candidates in Each 
Constituency 

Total No 
of Consti- 



BKD Position in Contest 





tuencics 

2nd 

3rd 

4th 

5th 

6th 

7th 

8th 

Not 

Contested 

Five or less 

25 

2 

13 

7 

I 





2 


(100.00) 

< 8.00) 

( 52.00) 

( 28.00) 

( 4.00) 

- 

-- 

— 

( 

8.00) 

Six to nine 

34 

8 

9 

3 

6 

4 

1 

— 


3 


(100.00) 

( 23.54) 

( 26.47) 

( 8.82) 

( 17.65) 

(11.76) ( 

2.94) 


( 

8.82) 

Nine or more 

8 

4 

1 

1 

1 


__ 

I 




(100.00> 

( 50.00) 

( 12.50) 

( 12.50) 

( 12.50) 



( 12.50) 



Total 

67 

14 

23 

11 

8 

4 

1 

1 


5 


/100.00) 

( 20.90) 

( 34.33) 

( 16.42) 

( 11.94) 

( 5.97) ( 

J .49) 

( 1.49) 

( 

7.46) 


the voters who voted for the Jan Sangh 
may not have been its supporters; they 
voted for Jt because of their resent¬ 
ment ^'ind discontent against the ruling 
party. Since the general tendency of 
voters IS to attribute all follies, wrong- 
Lloings and pitfalls of Government to 
their representative from the constitu¬ 
ency, they try to overthrow him and 
find a substitute in the ne d election, 
rhis is a new and growing trend in 
the electoral behaviour of the Indian 
electorate. In the words of F G Bailey, 
‘The voters look ,to their MLA not for 
lis record and performance as a legis- 
ator, but expect him to be their repre- 
jcntative, a man who can stand up for 
,hem against the local administrators 
and win favours for them in the dis¬ 
tribution of development money or 
other favours.'’^ 

The Jan Sangh as an emerging party 
had always gained from such an 
appraisal on the part of the voters. The 
psychology of the voters did not 
change in the 1969 elections; they 
behaved in the same way as they did 
vis-a-vis the Congress in 1967. This 
resulted in an extensive defeat for the 
Jan Sangh. Previously it was the Con¬ 
gress that bore the brunt of voter 
defection in various elections since it 
was in power. In 1969, however, Con¬ 
gress was out of power and therefore 
not responsible for governmental lapses. 
In fact its period out of power may 
have highlighted its virtues rather than 
its defects. Since the Jan Sangh was a 
partner in the non-Congress $amyukta 
Vidhayak Dal fSVD) Government in the 
State, it was made the focal point of 
evaluation by the electorate. Further, 
the SVD ministry led by Chaudhury 
Charan Singh neither succeeded in 
bringini^ about any substantial change 
iii the ' system nor in ensur¬ 


ing a stable Government. This made 
voters reassess the Congress and its 
performance as compared to the parties 
in the SVD Government. 

It can. of course, be argued that 
since the BKD was the major partner 
in the coalition which was headed by 
its leader, Charan Singh, why did the 
voters not take their reprisals against 
the BKD? Perhaps the answer lies in 
two directions. Firstly, Charan Singh, 
being a shrewd political leadei. attri¬ 
buted all the deficiencies of his Gov¬ 
ernment to other constituent parties, 
and most especially, the Jan Sangh 
which was the largest partner in the 
coalition. Thus the lapses of the coali¬ 
tion ministry were attributed mainly to 
the Jan Sangh. Secondly, by 1969 the 
BKD, again under the able leadership 
and mass appeal of Charan Singh, had 
developed a strong base in the lat 
dominated region in western UP.'* As 
a result of both these factors, the BKD 
was returned with 98 seats and the Jan 
Sangh with only 49 seats from the 
mid-term .poll. 

The tremendous increase in the 
number of seats won by the BKD and 
the sharp decline of the Jan Sangh 
may be taken to he a shift from the 
Jan Sangh to the BKD. But. it does not 
seem to be that way. As shown in 
figure 2, an overwhelming majority of 
the seats held by the jan Sangh in 
1967 were lost to the Congress in 1969 
(83 per cent). Only 12 per cent of these 
seats went to the BKD and the rest 
to other groups. 

There may be some truth in the 
argument that though the BKD did not 
capture most of the seats held by the 
Jan Sangh. the majority of the Jan 
Sangh candidates might have been 
defeated because of the BKD. This 
argument is supported by Table 6 which 


shows that in as many as 55 per cent 
of the total number of constituencies 
where the Jan Sangh lost its previous 
seats to the Congress party in 1969, 
the BKD candidate stood either second 
or third. Thus the anti-Congress voters 
who were probably supporters of the 
Jan Sangh in all the preceding elections 
switched their support to the BKD in 
1969. The proposition that the BKD 
mobilisjcd major support from anti- 
Congress voters is also confirmed by 
the fact that 57 out of 98 seats won 
by the BKD in 1969 were held by the 
Congress party in 1967. And roughly 
the same number of scats won by the 
Jan Sangh in the 1967 election came 
from the Congress parly. 

One way to examine party loyally in 
terms! of stability and instability of 
voter support at the district level is to 
compare the party’s popular vote over 
a span of time. Betwee-n 1962 and 
1967 the Jan Sangh increased its popu¬ 
lar vote in as many as 40 districts but 
showed a decline in 40 districts bet¬ 
ween 1967 and the 1969 mid-term 
poll. This shows the instability of 
voter supfKirt lor this paity which 
may be attributed to the shifting Royal¬ 
ties of the electorate. 

This can be further illustrated bv 
comparing the “retentnm ratio” of the 
Jan Sangh and the Congress since 1967. 
The Jan Sangh, as has been observed, 
is very weak in retaining its old seats, 
whereas the Congress party, in spite of 
its continuous decline in number of 
seats as well as total votes polled, 
holds a stronger position on this score. 
Table 7 shows that although the Con¬ 
gress was consistently losing its popu¬ 
larity in the State up till the 1967 
general elections, the rate of its 
decline in terms of its ability to hold 
the same constituencies from one 
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T3 

O 

s-o 

XS 

From 1957 to 1962 

17 

8 
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(56.99) 

From 1962 to 1967 

49 

16 

(32.65) 

249 

108 

(43.37) 

From 1967 to 1969 

98 

17 

(17.35) 

199 

83 

(41.70) 


• PcrceJiliige of seats retained in the relevant election out of the seats held 
in previous election. 


election to another is much less. In 
contrast, the Jan Sangh showed a 
significant increase in the number of 
scats as well as proportion of votes 
polled till 1967 but failed to retain its 
old seats, resulting in a high rate of 
decline in retention ratio. It is evident 
from Tabic 7 that the Congress and 
the Jan Sangh both show a decline in 
their ability to hold seats but the rates 
vary to a great extent. The Jan Sangh 
has come dt>wn from a 47 per cent 
retention ratio in 1962 to 33 per cent 
in 1967 and to 17 per cent in 1969. 
whereas the Congiess has suffered 
much less decline and still retained 
42 per cent of its scats in 1969, Table 
7 thus reveals a fundamental difference 
between the Congress and the Jan 
Sangh as regaids the ground of their 
electoral supp^^rt. The basis of Jan 
Sangh strength in the State seems to 
be more fluctuating and flimsy. The 
Congress, on the other hand, despite 
its aggregate loss continues to com¬ 
mand the support of committed voters. 

All this shows that the Jan Sangh 
has lacked stable support in UP and 
has failed to entrench itself in any firm 
manner. The symptoms of its decline 
were there all along and were only 
magnified in the 1969 election. With¬ 
out retaining its old seats the party 
was scattering its energies each time in 
building new contacts and raising new 
slogans to capture new seats. In 
1969 the rate of winning new seats 
decreased by 22 per cent and the rate 
of losing old seats increased by 28 
per cent. This resulted in a steep dec¬ 
line in the fortunes of the party in 
1969. 

As the parly faces a new election, 
it has again evolved a new electoral 
strategy. Its past record, however, 
gives no basis for predicting the out¬ 
come of such a strategy. A party of 


fluctuating fortunes, the Jan Sangh in 
UP has an uncertain future. 
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1 The earlier statement of this model 
is in Raj'ni Kothari, “Party System” 
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in his “Politics in India”, Orient 
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tion for the State as a whole is 
23 per cent. 
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Some Preliminary Findings 

N K Nilhawan 


In spite of the crucial importance of occupational mobility not only as an indicator of social change 
but also as a transmitting agent of new attitudes and behaviour, it is a neglected field of study in India- 
This paper attempts to make a beginning by focusing on the relationship between occupation^ mobility 
dnd political attitudes. This involves, first, identifying the social sectors that are prone to be occupa¬ 
tionally mobile and, second, examining whether or not there are significant differences in political atti* 
tudes and behaviour between the occupationally mobile and the non-mobile. 

If occupational mobility is an important source of change in individual attitudes and behaviour, 
then it is legitimate to expect that the occupationally mobile will show greater interest in politics, will 
have greater comprehension of political matters and will manifest greater involvement in various politi-> 
cal activities. It is not the magnitude of difference in the configuration of political attributes between 
the mobile and the non-mobile which is so important as the comparatively greater manifestation of these 
attributes among the mobile. 

The consistency of the author^s findings highlights the fact that occupational mobility has a diffe¬ 
rential impact on the way citizens respond to their political environment. Apart from things like edu¬ 
cation and participation in elections, occupational mobility appears to emerge as an *Unvestment'" in the 
growth of a stable and aware citizenship. 


I 

The Problem 

HISTORICAL experience suggests that 
econwnic development promotes physi¬ 
cal and occupational mobility ol a laige 
section of the population, I -inging to 
an end isolation of economically and 
otherwise self-contained habitations. 
Large-scale urban living, a phenomenal 
expansion in edu(;ation and an exten¬ 
sive demand for new knowlcdgti — all 
these factors bring qualitative change in¬ 
to the life-style of the citizens. They also 
lead to (or are accompanied by) a 
growing demand for participation in po¬ 
litical processes and for a share in po¬ 
litical power. Once a new technology, 
new ideas, and a new outlook on life 
are inirodiiced in a static and economi¬ 
cally stagnant society, other changes in 
the social and political realms also fol¬ 
low. The growing demand for effective 
participation in political decision-mak¬ 
ing makes it imperative to redefine au¬ 
thority relationships between rulers and 
the ruled. Modernisation thus implies 
more than an economically better and 
secure life for the citizens; it also ne¬ 
cessitates dispersal of political power and 
wider political participation. 

Such changes are part of a more 
basic transformation “in which major 
clu.sters ol old social, economic and 
psychological commitments are eroded", 
making “people available for new pat¬ 
terns of socialisation and behaviour”.* 
Better education becomes possible with 
an improving economic condition; Ijet- 
ter education facilitates occupational and 
social mobility; and social mobility en¬ 
sures greater exposure to the external 
world and it$ manifold influences. 


Greater exposure increases the quantum 
of information, the individual atMjuires 
greater comprehension of his environ- 
n)ent, is likely to take active part in 
various activities, and develops a 
greater sense of self-reliance and effica¬ 
cy. In short, the proc'ess ol modernisa¬ 
tion promotes and sustains a participant 
st>'le of life ■— a phenomenon not usual¬ 
ly ob.served in a static, traditional so¬ 
ciety’. 

Integral to this proci^ss of social 
change is occupational mobility, which 
in turn promotes further changes at the 
attitudinal and behavioural level and 
“makes people available” for a partici¬ 
pant style of life. Numerous studies 
show an intimate relationship between 
the socio-economic attributes of an in¬ 
dividual and the tendency towards par¬ 
ticipation in various political activities.” 
Studies based on comparative data (in¬ 
cluding Indian data) underline a 
strong relationship between socio-econo¬ 
mic status nf individuals and political 
participation.^ In most of these stu¬ 
dies, however, occupational mobility is 
taken as one among a number of indi¬ 
cators. Given the salience of this fac¬ 
tor in exposing people to new associa- 
tional lorms and new contexts of work 
anti communicy, and given the Impoi- 
tance of such exposure for certain type^ 
of political orientations and behaviour, it 
is of theoretical interest to examine that 
impact. This would be of particular ic- 
levance in India — a highly tjaditiunal 
society set to modernise itself simultan- 
eousl>- through planned economic change 
and democratic participation. 

However, in spite of the crucial 'm- 
portance of occupational mobility not 


only as an indicator of social change 
hut also as a transmitting agent of new 
orientations, attitudes, and behaviour, it 
is largely a neglected field of study in 
India. This paper attempts to make a 
beginning by focusing on the relation¬ 
ship between occupational mobility and 
political attitudes. This involve.s, in the 
first place, identifying the social sectors 
that are prone to bo occupationally mo¬ 
bile and, in the sccfond place, examin¬ 
ing whether or not there are significant 
difference.^ in respect ot political atti¬ 
tudes and behaviour between mobiles 
and non-mobiles. 

It can be assumed that the initial 
stages of economic development are 
UsSually characterised by unequal distri¬ 
bution of economic benefits leading, in 
many cases, to cumulative inequality. 
The differential access to economic re¬ 
sources is likely to be reflected m the 
pattern of occupational mobility signi¬ 
fying greater mobility for particular so¬ 
cial segments with others being left 
largely uneffected by the ongoing chan¬ 
ges in their environment. For this 
rea.son, the very identification of the 
social segments experiencing greater oc¬ 
cupational mobility is of some impor¬ 
tance. 

Apart from identification of occupa¬ 
tionally mobile social segments, this pa¬ 
per proposes furthei to examine the re¬ 
lationship between occupational mobili¬ 
ty and political attributes. 11 occupa¬ 
tional inobiliH’ is an important source 
of change in individual attitudes and 
hehuvioiir, as we have argued it is, then 
it is legitimate to expect that the mobile 
as against the non-mobile persons will 
display greater interest in politics, will 
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have greater comprehension of political 
matters, and will manifest greater in¬ 
volvement in various political and non¬ 
political activities. We do not, of 
course, imply a direct one-to-one rela¬ 
tionship between mobility and particu¬ 
lar political attributes. It is quite likeV 
that, owing to the intervention of cer¬ 
tain other factors, such as exposure to 
mass media, travel, participation in elec¬ 
tion etc, even non-mobile individuals 
may manifest some of these attributes. 
It is, therefore, not the magnitude of 
difference in the configuration of certain 
I>o]itical attributes between the mobile 
and the non-mobile j)opiilations which 
is so important as the comparative!) 
greater manifestation ot these attrihii- 
tc‘s among the mobile as against the 
non-mohile individuals. 

The data for this paper have I)een 
drawn from a national sample survey of 
the 1967 general elections carried out 
by the Ceiitie for the Study oi Deve¬ 
loping‘Societies. The sample consisted 
ol 1,971 male and 316 lemalo adult eli¬ 
gible voters. The analysis, however, is 
based on the male sample alone. Pei- 
soiis whose own occiipalion or whose 
father’s occupation could not be ascer¬ 
tained have been dropped from the 
analysis, thus bringing the total num¬ 
ber of cases examined down to 1,594. 

All the occupations reported in the 
sample (for the iftspondents as well as 
for their lathers) were classified among 
the following eight occupational catego¬ 
ries : (i) professional (ii) business (iii) 
white collar (iv) cultivator (v) skilled 
factory w'oikeis (vi) skilled non-factory 
workers (vii) unskilled workers and 
(viii) agicultiiral labourers. A i>ersoii 
reporting an occupation tailing in a ca* 
tegory different from the category of 
his father’s occupation (according to our 
classification) has been treated as mobile; 
whereas a person who is in the same 
occupational category as that of his 
father is treated as non-mobile. This 
operational definition yields 535 mobile 
and 1,059 non-mobile persons for this 
analysis. 

II 

Social Correlates of Occupational 
Mobility 

Urban/Rural Difference and Occupa¬ 
tional Mobility: — We present, first, 
some information on the socio-demogra¬ 
phic background of mobiles and non 
mobiles. As will be seen from Table 1, 
some interesting patterns in respect of 
the socio-economic characteristics of the 
mobile and non-mobile populations 
emerge. Note, for example, that as 


compared to 56.5 per cent of our res¬ 
pondents in urban areas, only 27 per 
cent of the respondents from rural areas 
have experienced occupational mobility. 
This is not surprising. Rural areas re¬ 
present a stabilised social order not 
greatly touched by changes occurring 
elsewhere. Also, even now, a large 
part of nii'al areas lack in facilities of 
education. Even if educational facili¬ 
ties are gradually becoming available\ 
only the economically well-off social 
sectors can take*, advantage of higher 
education which is a prime instrument 
of occupational mobility. Moreover, the 
subsivstence level of agriculture can, for 
want of other inputs, yield enough re¬ 
turn only when labour-intensive farming 
is taken recourse to. This means that 
lack of resources, on the one hand, and 
greater manpower needs for subsistence 
fanning, on the other, prevents a laige 
proportion of the rural population to take 
advantage of the opportimities of occu¬ 
pational mobility. As I have shown else¬ 
where/ the incidence of occupational 
mobility is more in evidence in tlie 
non-agricultural as against the agricul¬ 
tural occupations. Since there is greater 
concentration of non-agricultural occu¬ 
pations in the urban areas compared to 
in the niral areas, it is not surprising 


A R’j place of residence 
Rural 
Urban 

B Caste 
Upper 
Ntiddle 
Low 

Harjjans and Tribals 

Muslims 

Other religions 

C R*s level of education 

Illiterate 

Low 

Middle 

High 

D Monthly income of R"s H H * (Rs) 
Less than 100 
101-200 
201-400 
400 -b 

E Land owned by R's H H 

No land 
Up to one itcrc_ 

Over 1 to 5 acres 
Over 5 to 10 acres 
Over 10 acres 


that we observe a higher mobility it 
the urban areas as compared to 
rural areas. 

Caste and Occupational Mobility:-^ 
We further note that respondents ir 
various caste groups have experiencec 
differential occupational mobility. Foi 
example, respondents belonging to uppei 
and lower castes are more mobile com 
pared to those in the middle castes 
Tlie question naturally arises as to wh) 
this is so. It is very difiBcuIt to answei 
this in the absence of other data per¬ 
taining to the behaviour of differenl 
caste groups. However, it may bt 
pointed out that, while those in tht 
upper castes are able by virtue of theii 
greater command of economic resourcej 
to provide better education to theii 
children and therefore opportunities foi 
their occupational mobility, the condi¬ 
tions making for mobility are likely to 
bt! very different for the low caste 
groups. The latter, lacking adequate 
economic assets for earning an assured 
livelihood, are pushed out of their own 
habitat to seek employmcait elsewhere 
— primarily to the urban centres. In due 
course, they are assured of regular earn¬ 
ings which enable them to give better 
schooling to their children, thus open¬ 
ing up better opportunities for occupa- 


35.8 

64.2 

497 

25.1 

74.9 

239 

34.6 

65.4 

301 

29.5 

70.5 

319 

44.9 

55.1 

185 

28.0 

72.0 

50 

26.5 

73.5 

781 

33.3 

66.7 

555 

52.2 

47.8 

J59 

65.6 

34.4 

90 

31.2 

68.8 

548 

33.9 

66.1 

460 

36.9 

63.1 

295 

40.3 

59.7 

154 

43.8 

56.2 

514 

39.8 

60.2 

166 

30.3 

69.7 

412 

23.8 

76.2 

252 

20.5 

79.5 

229 


• House-Hold. . . ^ . 

** The cases for whom data was not available on specific indicators, like caste, educa¬ 
tion, monthly income and land owned have l^eo dropped. 


Table 1 : Extent of Occupational Mobility by Socio-Economic 
Characteristics 


(Per Cent) 


Characteristics 


Mobile Non-Mobile 


N* 


27.0 

56.5 


73.0 

43.5 


1238 

356 


819 
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tional mobility. In contrasty men in the 
middle castes are neither endowed with 
adequate resources’to ensure better edu¬ 
cation and mobility for their children 
nor are so bad off as to leave wliatevcr 
means of livelihood they do have for 
something uncertain elsewhere. More¬ 
over, a greater incidence of small land- 
holdings, requiring family type of culti¬ 
vation, is to be found more among these 
caste groups. It is thus most likely that 
children carry on their parents’ occupa¬ 
tion. 

Relatively lower occupational mobi¬ 
lity among scheduled castes and tribes 
can probably be explained in terms of 
.their very poor economic condition. In 
spite of certain privileges offered to 
these communities in the shape of re¬ 
servation of jobs at various levels, the 
utilisation of these rights has not been 
““ vrf' such magnitude or scope as to great¬ 
ly promote occupational mobility, This 
seems to lx? due to the fact that the 
traditicAially deprived social status 
meant an excessive economic dependence 
of these communities on the privileged 
social sectors. Their lowly position pre¬ 
vents them from taking advantage of 
even the newly created opportunities. 
There is some evidence to suggest that 
it is only a small stratum within these 
communities that avail of the new op¬ 
portunities. 

Education, Income and Occupational 
Mobility : — The relationship of for¬ 
mal education and economic condition 
with occupational mobility is quite ob¬ 
vious. It is quite natural to expect 
that persons with higher education are 
likely to have greater occupational 
mobility than those with little or no 
education. Similarly, persons belonging 
to families with higher incomes which 
can provide adequate resources lor 
higher education, get more opportuni¬ 
ties for occupational mobility than their 
counterparts in the lower income brac¬ 
kets. This is borne out quite clearly by 
Table 1. 

Of persons with high education (i v, 
matriculation and above) 65.6 per cent 
have a different occupation compared 
to that of their father. By contrast, only 
26.5 per cent of our illiterate respon¬ 
dents claim to have a different occiqia- 
tion than that of their father. Again, 
more than 40 per cent of persons be¬ 
longing to families with a minimum 
monthly income of Rs 400 and afw^ve 
have experienced occupational mobility 
as compared to the 31 per cent belong¬ 
ing to families with monthly earnings 
of less than Rs 100. Further, since 
household monthly income includes the 
monthly income of our mobile respon¬ 


dents also, it will not be far-fetched to 
conclude that occupational mobility is 
associated with higher levels of income. 
But it must be noted, nevertheless, that 
mobility diff<Tentials caused by income 
differences are comparatively less sharp 
than those caused by variations in edu¬ 
cation. 

Landholdirifi and Occupational Mobi¬ 
lity :— Quite interestingly, a comple¬ 
tely different pattern emerges when 
wo examine the relationship between 
occupational mobility’ and size of 
family landholdings. Here, the propor¬ 
tion of occupationally mobile persmis 
gradually tapt^rs down as the extent of 
land held by families increases (see 
Table 1). The highest mobility (44 per 
cent) is observed among those whose 
families have no land at all. This 
category has two types of respondents: 
persons living in uiban areas, and land¬ 
less labourers in the rural areas. The 
higher occupational mobility among ur¬ 
ban people has already been pointed 
out. Also, I have shown elsewhere that 
there is a higher rate of occupational 
mobility among agricultural labourers 
than among cultivators.'^ Among culti¬ 
vators, however, a relatively higher de¬ 
gree of mobility exists among sons of 
the owners of small landholdings. This 
may lx* explained in two ways. It is 
quite likely that the surplus hands 
switch to some other gainful employ¬ 
ment in the urban areas or are com- 
pc'lled to work as agricultural labour¬ 
ers. By eontiast, men belonging to 
Jainilies with bigger landholdings, 
might .still find cultivation adequately 
rewarding. Because of this “pull” fac¬ 
tor, relatively fewer peisons have shown 
occupational mobilitv. 

in 

Occupational Mobility and 
Orientation to Politics 

Having ntited that there are certain 
structural conditions that promote or 
facilitate oceupatiunal mobility and 
that occupational mobility is a reflec¬ 
tion of the growing diffeientiation in 
the social order® induced by technical, 
economic and social changes, we no^v 
turn to examine the impact of this 
mobility on ixilitical attitudes and be¬ 
haviour of voters in our sample. 

The kind of associati ms we have 
noted — urijan exjwsure, education, 
better income, and employment — aie 
in them.selves important for tlie mobile 
person. But there is more involved. 
One of the consequences of occupa¬ 
tional mobility is that the mobile indi¬ 
vidual is displaced from his traditional 


mould of role structure and there il 
thus a separation of the adulFs rolo 
from the point of his origin.^ Placed 
usually in a non-traditJonal network ot 
role relations and exposed to modernis¬ 
ing influences, it can l>e safely be hypo- 
^thesised that mobile more than non- 
mobile persons are likely to be political¬ 
ly more aware, interested, active, and 
endowed with greater political under¬ 
standing. 

Whether this is indeed so can l>e 
a.scertained from information presented 
in Table 2. The Table displays, in 
the (ase of both occupationally mobile 
and noii-mohile voters, some of the im¬ 
portant attributes that are associated 
vx’ith tile development of democratic 
citizenship — such as level of political 
awareness, ])olitical interest, exposure 
to campaign, imlitical understanding, 
organisational membersliip and issue 
orientation. A glance at the Table re¬ 
veals some significant differences bet¬ 
ween mobile and non-mobile voters cm 
all these attributes. A gn^ater extent 
of involvt'ment and political participa¬ 
tion is cxmsistently observed among 
mobile as compared to non-rnobile vot¬ 
ers. 

Attareness and Interest ; — A closer 
examination reveabs that, 72 per cent of 
mobile as against 66.6 per cent of non- 
mobilc voters knew about the winning 
candidate in their constituency. A 
similar patteni is found regarding in¬ 
terest in and cemeem with politics and 
puldic affairs — as reflected in a set 
of three «iuestions. For instance, about 
45 per cent of mobile voters as against 
40 per cent of non-mobile voters were 
concerned aiioiit who won in the con¬ 
stituency; whereas .37 per cont of mo¬ 
bile as compared to 33 per cent of 
noii-mobilc voters took interest in poli¬ 
ties and public affairs. 

Campaign Exposure: — If the mobile 
and non-mobile voters manifest vary¬ 
ing degrees of interc*st in and concern 
with polities and with pulilic affairs, 
they also indicat<' an ev(n more diffe- 
lential pattern legarding exposure to 
election campaign. Among mobile vot¬ 
ers, 28.2 per cent attfmded election 
meetings and 31 per cent were con¬ 
tacted by some party t'andidate or his 
agent during the election campaign. In 
the case of nori-mobilc voters, compar¬ 
able figures are appreciably low: 23,7 
per cent and 25.7 per cent, respectively. 

A ruarked diflFerence can also be ob¬ 
served bct\\'een mobile and non-mof)iIe 
voters regarding acquisition of infor¬ 
mation about tlie election from news¬ 
papers. Note that 44.2 per cent of 
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mobile voters, as against only 29.2 per 
cent of non*mobile Voters, get infor¬ 
mation about campaign activities from 
newspapers. Part of this, of course, is 
due to the fact that mobile voters are 
found more in urban areas and en¬ 
dowed with a higher level of educa¬ 
tion. 

Participation :— As fpr active parti¬ 
cipation in campaign activities, one 
finds that the mobile population is re¬ 
latively on the higher side as compar¬ 
ed to the non-mobile population. Of 
course, only five to twelve per cent ol 
our respondents claim to have tak(‘n 
an active part in campaign activities. 
This is more or less in keeping with 
proportions in other countries.** Given 
this low involvement of voters in poli¬ 
tical activities, however, mobile more 
than non-mobile voters are likely to be 
""poritically more active. This is con¬ 
firmed by Table 2. As against about 
10 per cent of the non-mobile persons 
about 16 per cent of the mobile per¬ 
sons engaged themselves in campaign¬ 
ing activity. Coming to specific cam¬ 
paign activities like canvas.sing and or¬ 
ganising election meetings in order to 
mobilise electoral support fc. some 
party or candidate, one again finds that 
a larger proportion of mobile persons 
as compared to non-mobile persons take 
part ill such activities. 

Political Understanding :— Our data, 
then, underline the fact that a largc*r 
proportion of mobile as against non- 
mobile voters arc politically more 
aware, exposed to, and active in, di¬ 
verse political processes. On the basis 
of their greater propensity to political 
participation, one would legitimately 
expect them to be endowed with a 
bettor understanding of the intricacies 
of the larger x>olitical system. This is 
reflected in Table 2. A relatively 
larger proportion of mobile as compar¬ 
ed to non-mobile voters understand 
the importance of elections and of iioli- 
tical parties as crucial instruments for 
influencing government to make it res¬ 
ponsive to individual and/or collective 
needs. Similarly, a larger proportion 
— 38.5 per cent of mobile as against 
25.5 per cent of non-mobile voters — 
ptTceive that there are important diffe¬ 
rences in the policies and programmes 
of various parties. 

Membership :— As a net consequence 
of greater exposure to, involvement 
with, and understanding of, various 
political phenomena among mobile vot¬ 
ers, it is quite likely that they will he 
more prone to join various voluntary 
organisations and associations. We 
should, therefore, expect that mobile 


voters mpre than non-mobile ones will 
be members of such organisations. That 
(his is so is confirmed by data pre¬ 
sented in Table 2. Again the extent 
of membership of voluntary organisa¬ 
tions is very low in India. Within that 
overall situation, however, the differ¬ 
ences in respect of our variable are 
noteworthy: 14.4 per cent of mobile 

as against 11.7 per cent of non-mobile 
voters are members of some association 
or organisation. Our data, thus, re¬ 
flect the growing incidence of partici¬ 
pant life-style among mobile as com¬ 
pared to non-mobile voters. 

Ideolof^ical Orientation :— On the 
basis of the preceding discussion, it can 
legitimately be argued that mobile, 
more than tion-mobile, voters will show 
greater c'oncem for economic and poli¬ 
tical issues of the day. Since the poli¬ 
tical opinion in India stres.ses the need 
to bring socio-economic changes through 
the mstniinent of the c'cntralised politi¬ 
cal authority, making “Leftism” and 
“Statism” as a dominant political tend¬ 
ency, this will be reflected more in the 
political perceptions of mobile voters. To 
be precise, we expect that mobile voters 


would greatly favour the enlarged role 
of governmental authority in directing, 
regulating, managing and controlling 
the economic affairs of the nation. Also, 
they would be loss likely to support 
any i>olitical plank that promises to 
support the hold of traditional ele¬ 
ments of society. 

To test this, we examine the res¬ 
ponses of our respondents to three ques¬ 
tions pertaining to three issues that 
came into prominence during the 1967 
elections. The first question relates to 
their jjerception of the role of Govern¬ 
ment in regard to economic controls, 
the second to the need to ban cow 
slaughter tlirough legislation, and the 
third to the proper method of resolving 
political conflicts. 

One finds from Table 2 that, when*- 
as 31 per cent of mobile voters opted 
in favour of greater government con¬ 
trols, 26.7 per cent of non-mobile vot¬ 
ers favoured such controls — indicat¬ 
ing a more favourable attitude to “so¬ 
cialism”. On the other hand, a relati¬ 
vely lower percentage of mobile voters 
as compared to non-mobile voters 
favoured legislation for banning cow 


Table 2 : Mobile/Non-Mobile in Relation to Political ArmiauTEs 

(Per Cent) 


Political Attributes Mobile Non-Mobile Total 

(N=535) (N=1059) (N-:1594) 


A 

Political awareness: 

Knowledge about the winning candidate in the 
constituency 

71.8 

66.6 

68.3 

B 

Interest in politics: 

(1) Care who won in the constituency 

44.7 

40.1 

41.7 


(2) Have general interest in politics 

37.0 

33.0 

34.5 


(3) Interested in election campaign 

34.9 

30.8 

32.2 

C 

Campaign exposure: 

(1) Election meetings attended 

28.2 

23.7 

25.2 


(2) Exposerl to canvassing 

31.0 

25.7 

27.2 


(3) Got election knowledge through news¬ 
papers 

44.2 

29.2 

34.2 

D 

Campaign participation: 

(1) Worked in election campaign 

15.9 

10 3 

12.2 


(2) Canvassed for any party 

10.3 

7.6 

8.5 


(3) Organised election meetings 

8.8 

3.7 

5.4 

E 

Political understanding: 

(1) See important differences in parties 

38.5 

25.5 

29.9 


(2) Elections help government pay attention 
to people 

43.4 

41.0 

41.8 


(3) Parties help government attention to 

people 

34.0 

30.1 

31.4 

F 

Organisational membership: 

Member of organisations 

14.4 

11.7 

12.6 

G 

Issue orientation: 

(1) For greater economic controls 

31.0 

26.7 

28.2 


(2) For ban on cow slaughter through legisla¬ 
tion 

69.2 

73.9 

72.3 


(3) For fasts as instrument for influencing go- 
vemment 

40.2 

45.9 

44.0 
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slaughter - - thus indicating some evi¬ 
dence of “secularism". Similarly, a re¬ 
latively lower percentage of mobile 
than non-mobile voters lavoured direct 
and agitational action for influencing 
and pressurising Government to servt* 
some political purpose — which may 
indicate “constitutional ism". 

We can now pull togetlif^r the diffe¬ 
rent strands in this discussion and eva¬ 
luate the role of occupational mobility 
in inducing and conditioning certain 
political attitudes and iiehaviour. It 
must be emphasised that our dat*i 
clearly underline ccitain social condi¬ 
tions which are conducive to occupa¬ 
tional mobility. 

The relationship of education and 
familial economic status with occupa¬ 
tional mobility is obvious. However, 
differential patterns of occupational 
motnlity among various caste groups 
and ainofig families with different land- 
holding size an* quite noticeable. Given 
this, we also find that occupational 
mobility has a different impact on the 
way people orient themselves to poli¬ 
tics and public affaiis. We have seen 
that a consistently larger proportion ot 
iimbile voteis are politically aware, ac¬ 
tive, and (*ndowed with higher ixiliti- 
cal iinderstaiuling, than non-mobile vot¬ 
ers, We have also seen that mobile 
voters are mote inclined to become 
members of diverse associations and or¬ 
ganisations. Further, mobile voters 
have a greater sense of the enlarged 
role of political authority and display 
ix greater sense of antipathy towards 
communal issues and agitational means. 
It is true that, taking the magnitude 
of percentage differences between mo¬ 
bile and non-mobile voters as a stand- 
aid for evaluating differential confi¬ 
guration of political attributes, differ¬ 
ences iK'tween them are not so sub¬ 
stantial as to lead to sweeping genera- 
lisation.s. However, the consistency of 
our findings does highlight the fact 
that occupational mobility' has a dif¬ 
ferential impact on the way citizens 
lespond to theii political environment. 
Apart from things like education and 
participation m efi’ctions, occupational 
mobility appears to emerge as an “in¬ 
vestment" in the growth of a stable 
and aware eih‘/enship.'‘ 

Finally, we may note that the sinal- 
IrT degree of difterenci^ in the political 
attributes of mobile and non-mobiU* 
voters suggests the inteivention of some 
other variables (inclmling variables re¬ 
lating to other foims of social mobility) 
w'hich need to be explored for a greater 
imderstunding of the relationship bet¬ 


ween occupational mobility, social 

change and political development. 
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Level in Maharashtra 

Some Theories^ 


Mary C Carras 


In analyses of Indian politics, conflicting groups are often identified in terms of caste or communal 
characteristics; or in terms of conflicting governmental and political roles wherein the nature of the can^ 
flict is not clearly or consistently defined (eg, the minister versus the party functionary); or in terms of 
social status categories (eg, the Patil versus the Deshmukh); or simply in terms of personal loyalties. In 
such analyses, often, the internal coherence of specific groups or the dissonance between groups is ex 
plicitly or implicitly traced to emotional or essentially irrational roots—roots which, moreover, have no 
apparent common foundation. 

The author*s investigation disclosed that such hypotheses did not consistently hold true in many 
Qases and that even where such rivalries did exist, they were at most merely incidental factors which 
temporarily coincided with or were enhanced by a congruence of other events and factors. 

An attempt is made here to offer for the readers consideration a more comprehensive hypothesis which 
suggests that the factional behaviour of Indian political actors is ^rational*, partly in the sense that it is 
consciously reasoned out by certain politicians with reference to their personal predispositions and in* 
terests, and also in the sense that such behaviour follows a predictable pattern which somewhat corres¬ 
ponds with a configuration of environmental factors — socio-economic and political. 

Analysis of the author s data indicates that antagonistic,,political behaviour has, to begin with 
strong economic roots. Moreover, the disease of laccionalism—if it be such rather than a corrective 
mechanism generated by the system itself-'-is not due, ultimately, to the lack of selfless commitment 
to unify party ideals by Congress functionaries, as is often claimed; rather it is generated in part by the 
party ideology itself. 

Among the elements of the official ideology, it is specifically the economic philosophy of the *mixed 
enterprise* and the way this has been interpreted which has produced a mixed or mixed-up political en* 
terprise within the Congress Party organisation itself. It is this ambiguity toward public and private eco¬ 
nomic activity Jn the party ideology—juxtaposing in application mutually inimical economic practices and 
interests—which is, by extension, carried into the political behaviour of Congressmen. The result is 
factionalism. 

Factional behaviour is also generated and sustained by certain compelling needs of the political sys* 
tern within which the relevant political actors function. 


I 

General Hypothesis Regarding the 
Sources of Factional Behaviour 

THE essay which follows is based on 
a larger work* which attempted to ana¬ 
lyse the phenomenon of factionalism as 
manifested in two rival groups within 
the dominant political party in Maha¬ 
rashtra, the Indian National Congress. 

Although the study referred to was con¬ 
ducted in the period between Septem¬ 
ber 1964 and May 1966, the factional 
groups to which I refer began to take 
shape in 1962, at approximately the 

* A study of factional align¬ 
ments was conducted which 

focused on Congressmen in 

four Zilla Parishads in the State 
of Maharashtra: Ratnagiri, Poona, 
Aurangabad and Akola. Research 
was conducted from 1964 to 1966 
under an ND£A-related Fulbright- 
Hays Fellowship. In addition, 
some of the intra-India travel was 
funded by a ‘travel grant" from 

the American Institute of Indian 
Studies. 


lime when popular elections were held 
to choose the members of the newly 
inaugurated bodies of local govern¬ 
ment in the State. It is the division 
among tlie newly elected Congress 
members of the Zilla Parishads (District 
Qmncils) which I investigated. This 
political split was occasioned by the 
election of officials — by and from 
among the new Councillors — to head 
die new local bodies.** 

•* Congress Councilluis being picdo- 
minant in almost every new Dis¬ 
trict Council, the informal nominat¬ 
ing procedure among Congress 
Councillors became the more 
significant process in the selection 
of Council officials. It was in the 
course of this nominating process 
that Congressmen split, one group 
proposing an alternative set or can¬ 
didates to that proposed by the 
officially recognised pa^ leader¬ 
ship In the district, ^ose voting 
for the official slate of Congress 
candidates have been termed 
‘‘loyalists** while those proposing 
and supporting an alternative slate 
have been termed “rebelsT*, 


I do not mean to imply in the fore¬ 
going paragraph that these factions 
emerged suddenly at the particular 
point in time, or at the district level 
exclusively. Indeed, the conflict which 
divided these groups had roots in the 
past, as well as in then current con¬ 
ditions; secondly, it had ramificatkms 
at higher levels (or iiossibly was itself 
a reflection of higher-level conflicts); 
and finally, it was perhaps inherent in 
the political system itself. It is the 
second and third aspects of the politi¬ 
cal conflict with which I will be con¬ 
cerned in this paper. Although the 
field work was conducted largely at 
the district level, the hypotheses and 
conclusions developed in the course of 
the overall analysis are intended to 
throw some light on the working of 
the political system in the Stale ol 
Maharashtra as a whole. 

The significance of the general hypo¬ 
thesis proposed here lies in the impli¬ 
cit clullengc it poses to other hypothe¬ 
ses which all too often underlie 
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in the a alysi's of Indian politics, 
conflicting gioups are identified in 
terms of caste oi coniniunal cha¬ 
racteristics; or in terms of conflicting 
governmental and political roles where¬ 
in the nature of the conflict is not 
clearly or consistently defined (eg, die 
minislei vci.sus the party organisation 
function.uy); or in terms of social sta¬ 
tus categoiies (eg, the Patil versus the 
Deshmukh — mere honorific titles in¬ 
herited from anc<‘stois who used to 
exercise g<jvenimcntal functions at the 
village and t<iluka level); oi simply In 
terms of personal loyalties. In .such 
iuialyscs, often, the internal coliorenco 
of specific groups or tlie dissonance 
between groups i.s explicitly or impli¬ 
citly traced to emotional or essentially 
irrational roots — roots which, more- 
ovei, liave no appaient couiTnon foun¬ 
dation. 

My investigation disclosed that such 
hypotheses did not consistently hold 
true in many cases, and even wlwiie 
such rivalncs did exist, they were, at 
most meiely incidental faotois which 
temporarily coincided with or vveie en¬ 
hanced by a congrut'ncc of other events 
and factors, fn other words, I offer 
for the loadei's consideration a more 
comprehensive hypothisis which sug¬ 
gests that the factional behaviour of 
Indian political actors is Vationar, 
partly in the sense that it is consciously 
reasoned out by certain politicians with 
reference to their personal predisposi¬ 
tions and intciests, and also in the 
sense that such behuvioiii follows a 
predictable i^attcm which somewhat 
corresponds with n configuration of en¬ 
vironmental factors, socio-economic 
and political. 

Analysis of my data Indicates that 
antagonistK' political behaviour ha.s, to 
begin with, strong economic roots. 
Moreover, the disease of far lionalimi 
— if it Ijc such rather than a correc- 
tiv(‘ mechanism generated by the 
system itself — is not due, ultimately, 
to the lack of selfless commitment to 
unifying party ideals by Congress func- 
tionarfes, as is often claimed; rather it 
is generated in paity by the party ideo¬ 
logy rtscll. Among th<* elements of the 
ofiicial ideology, it is specifically the 
economic philosophy of the ‘mixed en- 
terprisfe’ and the way tfiis has been 
interpreted which has ijroduced a niix- 
<*d or mi\c(l-iip political enterpilse 
w'ithin the Congicss Party organisation 
itself. It is this ambiguity toward pub¬ 
lic and piivate economic activity in the 
party ideology — juxtapo.sing in appli¬ 
cation mutually inimical economic prac¬ 


tices and interests* — which la, by 
extension, carried into the political be¬ 
haviour of Coiigiessmen. The result is 
factionalism. 

Secondly, 1 actional behaviour is 
generated and sustained by certain 
compelling needs of tlie political system 
within which the relevant political 
actors function.*• 

n 

First Statement of Hypothesis: 
Conflict of Individual or Group 
Interests as Source of Factionalism 

Field observations in the course of 
tlie larger study suggested that the fac¬ 
tional grouping which developed at the 
district level wyic identifiable by, 
among other things, a more or less dis¬ 
tinct “policy orientation." The term, 
broadly speaking, refers to some atti¬ 
tude, belief or evaluation regarding an 
issue at stake in a given political con¬ 
text. 1 am assuming, moreover, that 
the ii.ilure of this orientation or predis- 

* This is not to say that public and 
private t^conomic activity are alto¬ 
gether incompatible within a given 
r'conomic system, but merely that 
(1) one or the other must be ac¬ 
cepted as the dominant form of 
economic activity, or (2) the 
“mixed" ec'onomic system must be 
n'cognised as the norm — as in 
Great Britain, for example. How¬ 
ever, in India, no working agree¬ 
ment has been reached as yet by 
imporlant segments of the political 
community regarding this basic 
principle of economic organisation. 

*• In effect, I reject assumptions that 
conceive of “realistic" and “idea¬ 
listic" considerations as mutually 
exclusive determinants of political 
behaviour. Neither a Marxian noi 
a Ilcgelicm point of view provides, 
in and of itself, an adequate under¬ 
standing of the multi-dimensional 
nature of human behaviour. Ra¬ 
ther, I would conlend that these 
philosophrcal views of man com- 
f)lement one another. 

Within the context of this study, 

1 would maintain that both ideo- 
l(7gy and economic (material) con¬ 
ditions and interests combine, in 
an interactive pattern, to influence 
behaviour. Thus, I would not 
claim that the rebels* “leftist" 
policy ojicntatioii (w’hioh inclines 
them towaid a collective foim of 
economic organisation) has deve¬ 
loped apart from their rational 
economic interests and objective 
conditions of their environment. 
Nor would 1 allege that the pattern 
of ec onomic interests and conditions 
has consistently and independently 
determined the direction of the 
groups' ideological preferences ior 
individual or collective forms of 
economic organisation. 


X^sition to political action has a deter¬ 
mining influence on the behaviour of a 
political actor at any givon point in 
time. To be more precise, such be¬ 
haviour is viewed as a manifestation oi 
that oiientatJon. 

In this essay, then, I am positing a 
rcdprocal relationship between a 
group's or group member's hypotheti¬ 
cal policy orientation legarding some 
problematical issue, on the one hand, 
and the specific factional identity and 
activity of that group or group mem- 
licr. This issue may he defined in 
v.uyiiig tei ms (tnatciialistic or ideolo¬ 
gical) by a political actor, depending 
upon, among other things, the level of 
the political arena. 

At the local level — which, in this 
instance, demotes the district — the 
issue at slake tow'ard which political 
actors might be oiicntcd was usually 
defined by respondents in terms of ac¬ 
cessibility to rnateiial benefits (agricul- 
tuial loans, seeds, fertilisers, agricultu¬ 
ral equipment and so forth).* Congress 
Councillors apparently weighed flie 
potential effectiveness of differing paths 
of action in ensuring access to such 
benefits. Thus, upon election to the 
Zilla Parishad, some were predisposed 
to form or join a faction identified with 
co-operative organisation leadership, 
while others threw in their lot with a 
different group. And the factional 
identity of each, then, was linked to a 
specific policy orientation regarding the 
form of economic organisation and rela¬ 
ted issues. It was the rebel group 
wliioh, according to the findings, was 
linked with co operative interests. 

At higher levels in the political sys¬ 
tem, differences in economic attitudes 
and interests were reflected in more 
abstractly defined issues regarding, for 
example, the appiopriate share of pub¬ 
lic versus private economic activity in 
the affairs of the State, or oolleotivdy 
versus individually organised economic 

• A statement made by one Congre.ss 
respondent was typical of a senti¬ 
ment commonly expressed: 

“I am against Congress favouri¬ 
tism and other injustices and lack 
of principle, but* 1 stay in politics 
because I want to maintain access 
to the source of economic benefits 
which the Party offers. If I were 
not active in unties, if 1 did not 
help an MLA In his eux^adgn 
from time to time> I would be 
ignored and would not be lible to 
get the seeds, fertilisers, lodns and 
so forfli, as easily. I stay in Jioli- 
tic<t for self-interest, as well as for 
the interest of my village." 





activity.* Thus, with regard to the 
State level, also, the fundamental hy¬ 
pothesis posited is that the groups In 
conflict are ag^aln essenti^y economic* 
One group appears to represent {nivate 
business, tliat is* the commerdal and 
industrial interests in the State. In 
terms of social characteristics, this 
group is urban-based (though its acti¬ 
vities do extend to die rural areas also). 
The counterpart of this group (very 
roughly speaking) at the district, rural 
level would be the "loyalists”. 

The other State-level group also le- 
presented certain economic Interests 
which, however, appeared to derive 
* their economic strength from landed 
p^perty essentially. Since their basic 
source of wealth was land, we may 
assume that most of its members were 
rural-based, either by origin or politi¬ 
cal interest In terms of district-level 
factions, this State-level group might 
be coijsidered roiightly the equivalent 
of the "rebels”. 

The foregoing constitutes the first 
statement of the argument which I pro¬ 
pose to develop in this essay. In es¬ 
sence, it suggests that rational interests 
and considerations are a more or less 
conscious determinant of political be¬ 
haviour. 

Ill 

Second Statement of Hypothesis: 
Conflict of Systemic Needs as 
Source of Factionalism 

What follows is essentially the 
second and complementary (indeed 
integral) statement of my hypothesis, 
namely, an exposition of "impersonal” 
systemic determinants of political beha¬ 
viour. 

• Technically speaking, co-operatives 
are a private form of economic or¬ 
ganisation. That is to say, they 
are not government-owned or ope¬ 
rated institutions. However, the 
co-operative principle of economic 
organisation occupies a speda) 
position in the olBdal philosophy 
of the Congress party and govern¬ 
ment;^ and there is a spedal rela¬ 
tionship between government and 
co-operatives which is marked by 
the fact that the State contributes 
to the share capital of co-operati¬ 
ves, as well as by <ihe fact that 
the State Government has the au¬ 
thority to nominate members of 
the board of management of state 
co-operative instltudons.* Because 
of these considerations, 1 have re- 
lemtted co-operatives to the "pub¬ 
lic domain, while at the same 
ttme 1 have signified their q^dal 
character by enclosing such refer- 
encea the public dooiaia In quo- 
tatlon marks. 


As are others, the political system of 
Maharashtra is differentiated from the 
larger sodal system by virtue of the 
special function it performs for the peo¬ 
ple of Maharashtra. Its primary task, 
as port of the larger sodal system, is 
the attainment of goals prescribed by the 
sodety.* However, m addition to the 
societal goal, a political system has its 
own goal, essential to its survival as a 
Iiolitical system. That is to say, if a 
political sy.stern is to perfoivn its so¬ 
cietal task, it must obviously have the 
powder tlirough which to sustain itself 
and to pursue societal goals. Hence, 
one of the essential prerequisites of the 
political system qtui system is the gene¬ 
ration of power, or what Talcott Par¬ 
sons calls a "generalised something 
which maximises the potential of at¬ 
taining societal goals'*^ (just as the pri¬ 
mary goal of the economic system — 
the production of goods and services 
— is attained through the “national in¬ 
come” generated hy the economic 
system). 

Included among the elements of 
power' is the legitimation of sodetal 
goals. Such legitimation entails a pro¬ 
cess of accommodation or compromise 
among possibly conflicting interests by 
political party leaders and workers, in 
the main. The success or failure of 
the politician in executing this function 
may be reflected in the degree of in¬ 
tegration or harmony achieved among 
the various units comprising the 
system. 

Thus, according to Parsons, integra¬ 
tion is one of the necessary oonditions 
or "imperative" needs defining the sta¬ 
bility of a system. "Stability” may be 
described as a general condition or state 
of equilibrium of a system at any given 
time, and over time, a sustained state 
of equilibrium characterised by the har¬ 
monious interaction between or among 
its several parts. So that. In order that 
the actions of the various units in a 
system may not hamper the activities 
or subvert the aims of one another, a 

♦ Although we are dealing hero with 
Maharashtra as discrete TOlitical 
system, it should be noted mat the 
State Government and the State 
Congress Party (together with 
other parts of the poutica] system) 
.ire themselves sub-systerns In the 
Indian political system taken as a 
whole. Hence, the societal goals 
referred to above include among 
them those goals which have been 
commonly prescribed for the 
Indian nation. Having said that, 
we may go on to deal with Maha¬ 
rashtra's political system (and goab) 
as, more or less, a seli-sustaiiied 
entity. 


certain level of hannony of aeflon and 
goals must be maintained among these 
units S the system is to continue to 
function without serious disruption. 

Another element of power is the ac¬ 
cessibility and control of disposable re¬ 
sources. What Is Involveil In the abi¬ 
lity to control or manipulate, toward 
societal ends, the varied resources in 
the human and physical environment 
is a process of adaptation by the poli¬ 
tical system to its environment. This 
entails the definition (or redefinition) 
and pursuit of societal goals under 
conditions or HmitatUms on such re¬ 
sources imposed ultimately by the en¬ 
vironment. This process of adaptation 
is another bnperativo function or need 
of the political system, lacking which, 
political instability will ensue over 
time. 

Two of the main structural compo¬ 
nents of the political system of Maha¬ 
rashtra are tlie Government of Maha¬ 
rashtra, and the Indian National Con¬ 
gress Party of the State. In view of 
the fact, however, that we have In 
Maharashtra a dominant one-party 
system, it is difficult m piactice to 
differentiate between these two compo¬ 
nent structures of the political system. 
In conceptual terms, however, wo may 
say that the two structures are func¬ 
tionally distinct sub-systems. The main 
task of the Government of Maharashtra 
is that of adaptation, ie, the definition 
and fulfilment of accepted or legiti¬ 
mate societal goals within given phy¬ 
sical and socio-economic limitations. In 
the performance of this task, it is the 
authoritative decision-makers who are 
concerned with the problem of control¬ 
ling disposable resources in the pursuit 
of societal goals. 

The political party system, on the 
other band, is concerned with the pro¬ 
blem of rendering legitimate such con¬ 
trol by the government, as wdl as 

legitimising government's definition (nr 
redefinition) of sodetal goals (ie, of 
public policy) on a periodic basil. 
What is involved in the ability to legi¬ 
timate societal goals is, as we have 
seen, the process of integration or ac¬ 
commodation of conflicting interests or 
values. In a two- or multi-party system, 
where the opposing party ur parties may 
enjoy the support of important socio¬ 
economic interests or sizeable seffoieiits 
of the electorate, the agents of com¬ 
peting parties may have to redefine 
their proposed iiolicies iu order to ac¬ 
commodate the views or interests of 
potential opponents. The result might 
be a compromise acceptable to the 
broadest possible configuratloii of inter- 
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ests and views. Such a compromise 
would then be legitimated through the 
electoral process. In a dominant one- 
party system, such as exists In Maha¬ 
rashtra, this function of acconvnodatlou 
and legitimation of conflicting interests 
and goals is performed largely ivithin 
and by the dominant party, through 
the medium of factions. 

To recapitulate, we are dealing here 
with two imperative needs or prfmarv 
functions of the political system in 
Maharashtra: adaptation (involving 

control of disposable resources), and 
integration (Involving the legitimation 
and/or aooommodaHnn of interests and 
•goals). The proper fulfilment of these 
imperative needs ought to generate a 
greater measure of power through 
which the system may be sustained and 
societal goals may be pursued by the po- 
Iftical system. 

However, having assumed that each 
of these needs is imperative or equal¬ 
ly and absolutely compelling, it stands 
to reason ll^at th(w “cannot all he maxi¬ 
mised at once, and that, under given 
conditions and within a limited time 
span, ‘pushing’ one or two of them will 
have to occur at the expense of 
others”.* Thus, 

“. .. overinteirration of the system, in 

the sense of attempting to avoid all 

possibilities of internal antagonism or 

disharmony, may occur at the expense 

of effective ... adaptation.”* 

Similarly, of course, the function of ad¬ 
aptation may conflict with that of inte¬ 
gration which, as we will see present¬ 
ly, is the case in Maharashtra. In other 
words, if the politician attempts to ac¬ 
commodate conflicting economic inte¬ 
rests by, let us say, urging a redistribu¬ 
tion of capital resources, he may Jeo¬ 
pardise the efforts of the authoritative 
decision-maker to maintain access and/ 
or control over certain necessary re¬ 
sources, disrupting a hitherto co-opera¬ 
tive relationship between govermnenl 
and a given economic community which 
may constitute an accessible source of 
“disposable resources”. The situation 
sketched here constitutes a very simple 
“conflict” model and, in fact, the rela¬ 
tionship between government and parly 
is much more complex than the above 
statement indicates. 

Let me amplify this .second statement 
of the hypothesis as it applies to Ma¬ 
harashtra. As is the case in all political 
systems, we find that in Maharashtra, a 
certain group of individuals is assigned 
the task of making authoritative de¬ 
cisions about goal priorities and about 
the manner in which societal goab are 
to be pursued. Because tiiey function 
in a democratic system, these decision¬ 


makers must derive their authority, pe¬ 
riodically^ through popular elections. 
Thus, these political actors have two 
goal-oriented activities which must com¬ 
mand their attention and energies. An 
initial and necessary goal for aspiring 
or incumbent decision-makers is to es¬ 
tablish their authority as legitimate de¬ 
cision-makers, that is, to be elected to 
public office. The whole electoral pro¬ 
cess, in fact, is one of societal goal le¬ 
gitimation and accommodation of inte¬ 
rests.* This “electoral” goal of the as¬ 
piring decision-maker is an instrumental 
one, vis-a-vis the primary societal 
goal.** Once it is attained, the deci¬ 
sion-maker presumably goes about the 
business of organising the necessary 
physical and human resources toward 
societal ends, which is to say, he makes 
and executes decisions (within his sphe* 
le of authority) regarding tlie produc¬ 
tion and distribution of these resources. 

In the State of Maharashtra (and 
throughout India, of course), these two 
sets of activities (adaptive and integra¬ 
tive) are organised around two different 
structures and two different organisa¬ 
tional principles. One is that of func¬ 
tional specialisation, and the other is 
the territorial principle of organisation. 
It is here that the systemic origins of 
political factionalism may he traced. 

The government, which is the struc¬ 
ture within which authoritative deci¬ 
sion-makers may relate to one another, 
is organised primarily around specia¬ 
lised social and economic activities, such 
as education, * the welfare of backward 
classes, industrial production or agricul¬ 
tural development. Through tire acti¬ 
vities of these specialised ministries and 
their departments, the government pre¬ 
sumably advances toward its societal 
goals. 

The instrumental goal of election to 
office (and with it, the accommodation 

* Although we think of the electoral 
process as one wlrich spans a limi¬ 
ted period of time at regular in¬ 
tervals, it should actually be con¬ 
ceived as a continuing process 
which may change form in the in¬ 
terval, but whose purpose for any 
given party is the legitimation of 
its goads (for society) and, toward 
that end, the accommodation of 
interests, views or values. As such, 
it is a process in which the aspiring 
decision-maker is continuously in¬ 
volved, with greater or lesser In¬ 
tensity over time. 

** The fact that a politician may pur¬ 
sue this goal as an end in itself 
does not alter the fact that, what¬ 
ever his motivation, he must first 
attain office in order to function in 
a capacity as legitimate decision¬ 
maker. 


of conflicting interests and legitiination 
of goals) is pursued — by incumbeota 
and aspirants to political office — pri¬ 
marily through territorially organised 
activities which engage the efforts <>f 
the political party system, in the main. 
In Maharashtra, tin’s task would fall na¬ 
turally to the Indian National Congress 
which is the dominant party. 

IV 

The First Complementary 
Relationship between the First 
and Second Statements of the 
General Hypothesis 

Both of the activities referred to 
above ore energised and sustained by 
support from ‘constituencies’ in the po¬ 
litical or social system at large. We 
may call tliesc, ior the moment, the 
‘economic’ and ‘political’ constituencies, 
respectively, of the Government of Ma¬ 
harashtra and the Slate Congress Paity. 
This support is contingent on the satis¬ 
faction of tlie ‘constituents’ interests 
tlirough appropriate public policies or 
actions. It constitutes a third element 
of power which a political system needs 
to have. It should be noted, of course, 
that, to the extent that the government 
and the party organisation arc interre¬ 
lated, both of these ‘constituencies’ are 
of critical importance to the well-being 
of either organisation. 

We return to our central question re¬ 
garding the origins of political conflict. 
I submit that it arises because, under 
existing conditions, the ‘constituencies’ 
upon whose support the authoritative 
decision-makers depend to accomplish 
their twin goals have interests (defined, 
pragmatically, in econcanic tenns) which 
are essentially antagonistic. In tlie pur¬ 
suit of their divergi^nt lulrjcsts, these 
‘constituencies’, thiough a variety of 
means, make claims or exert pressure on 
these decision-makers which, implicitly 
or explicitly, demand of the governing 
authorities a certain course or courses of 
action, in return for their support Tlie 
decision-inakcr, aspirant oi incumbent, is 
required, in the process of mobilising 
such support, to manipulato ‘iH)liticar or 
‘economic* resources in order to achieve 
either tlie insLrumeulal (political power) 
goals or the intrinbic systemic (societal) 
goals. ‘Political* resources may indude, 
among other things, political skills and 
eneigies, such as politic(;il bargaining, 
leadership initiative, charismatic quali¬ 
ties, political attitudes or values, and 
control over decisions regarding the dis* 
tilbution of political favours. These re¬ 
sources may be used in various combi¬ 
nations to generate support — from tlie 
political comfnunity at large — for va- 
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rious political objects (candidates and 
their policies, the politiosl paity and its 
platform or phUosopby, and so forth). 
This support may be expressed in the 
form of votes cast during the periodic 
elections or through other supportive 
behaviour (eg, contribution of political 
funds). In the prevailing political sys¬ 
tem, the resources to which I have re¬ 
ferred have been controlled or heavily 
influenced by the dominant party orga¬ 
nisation. In other words, it is through 
this organisation and its members that 
the aspirant or incumbent decision¬ 
maker must attempt to utilise the avail¬ 
able political resources toward the 
■achievement of his hislrumental goal. 

Insofar as the adaptive imperative 
of*the political system is concerned, this 
need is fulfilled primarily through capi¬ 
tal. That is to say, in order for a poli¬ 
tical system to harness and use the 
available human and physical energies 
toward societal ends, it must have ac¬ 
cess, ultimately to liquid capital. (Of 
course, other resources are used toward 
that end — such as inU*ilcctuaI, tech¬ 
nical and managerial skills, entrepre¬ 
neurial skills and natural resources — 
but the exploitation of these on a mas¬ 
sive scale is ultimately dependent upon 
the availability of liquid capital, parti¬ 
cularly within a free democratic sys¬ 
tem. Immediate control over the pro¬ 
duction and use of these resources re¬ 
sides largely in the economic system. 
Nevertheless, it is these resources which 
the decision-maker imrst be able to 
utilise in a manner which will fulfil or 
advance societal goals. Therefore, sup¬ 
port from this segment of society — 
the 'economic constituency’ — is essen- 
Hal for the realisation of these goals. 

The members of the 'political consti¬ 
tuency* and its resources are dispersed 
over the entire area of the State. The 
broad social and economic features of 
Maharashtra are such that this 'consti¬ 
tuency’ may be considered largely mral 
and agricultural in nature.* 

The critical 'economic constituency’, 
on the other hand, is highly localised 
and urban In nature. Except for cer¬ 
tain natural sources of wealth, like mi¬ 
nerals or agro-industrial products, most 
of the crucial economic resources — like 
capital and economic skills — and the 
leading members of the 'constituency’ 
are concentrated in western Maharash¬ 
tra, specifically in the Bombay-Poona 
industrial complex. 

Support from the 'political constifii- 
ency’ is needed for the legitimation oi 
societal goals, and support of the 'eco¬ 
nomic constituency* for ensuring access 
to resources needed for the attalmnent 


of societal goals. When confllctfaig pres¬ 
sures issuing from both of these 'con¬ 
stituencies* (manifested by withholding 
or threatening to - withhold support) 
converge in any particular arena of po¬ 
litical or governmental activity, a dis¬ 
turbance may result which disrupts a 
previously existing state of equilibritnn. 
One such disturbance is the common 
political phenomenon studied here, 
namely, factionalism. This may be ob¬ 
served either in the party organisation 
itself, or among Congressmen in any 
public organisation, including the gov¬ 
ernment (at any level) and its various 
departments. 

V 

Application of Hypothesis 

(1) Political Conflict as a Reflec¬ 
tion of Conflicting Interests 
of Socio-Economic Groups in 
Maharashtra. 

Prior to the establishment of the 
Zilla Farishads, the pressures from the 
largely rural political constituency were 
relatively diffuse. The channels through 
which they were directed to higher au¬ 
thorities in the State were Members of 
the Legislative Assembly (and the Le¬ 
gislative Council) and/or politically 
non-responsive administrative officials, 
at lower or higher levels. The demands 
of rural interests under those arrange¬ 
ments found their way to higher levels 
of government through the auspices of 
approximately 250 Members of the Le¬ 
gislative Assembly (hereinafter referred 
to as "MLAs”) and an incalculable num¬ 
ber of administrative officials, from the 
village accountant, on up to the district 
revenue officer, and, finally, through 
other mediating officials, to a depart¬ 
mental secretary; thence, to a Minister. 
If we contrast this earlier political com¬ 
munications network with that provided 
by a total of twenty-five Zilla Parishad 
Presidents, representing each of a simi¬ 
lar number of districts, we can see that 
the channel available to the rural con¬ 
stituency (or, at any rate, to its most 
vocal segments) is more streamlined and 
has a potential for much greater thrust 
under the present system. 

We will return to this rural 'consti¬ 
tuency* at a later point. At this time, 

I would like to focus attention upon the 
urban economic community with a view 
to locating the underlying causes of 
tension with the rural constituency. 

Inasmuch as the focus of this study 
is on conflict observed in the rural 
areas, I wish to establish the relevancti 
of the rather elaborate discussion of 
the urban economic oommunlty which 


wilt follow. In general, of course, I 
might point out once again that in a 
political system where the 'adaptive' and 
the 'integrative' functions merge In kt- 
teiiockjng organisations (that is, die 
government and the party), a oimflict 
ensues as such organisation attempts to 
maximise both functions simultaneous¬ 
ly.* In the process, the interests of the 
respective 'constituencies* are bound to 
be compromised scanehow, in favour of 
one or the other, or be otherwise ac¬ 
commodated. 

Inasmuch as I have indicated that 
one of these 'constituencies* is urban in 
nature, I must deal with th.'it ‘constitu¬ 
ency’ and attempt to establish, first ot 
all, that an interest exists which could 
conceivably come into conflict with that 
of the 'rural constituency’, and, more¬ 
over, that this ‘urban constituency* is 
one in which the govommental organi¬ 
sation has a vital interest. This is the 
purpose of the discussion which fol¬ 
lows. 

The urban economic community, as 
we have seen, is one which is highly 
localised. This feature is a source of 
strength for it and, therefore, one which 
enhances its (the community's) impor¬ 
tance to the Government of Maharash¬ 
tra. In order to appreciate the signifi¬ 
cance of these features for the Govern¬ 
ment of Maharashtra, it may be useful 
to set forth some basic information 
which gives some notion of tlie magni¬ 
tude of economic strength and concen¬ 
tration, as well as of the localisation of 
power, In the private sector. 

A govcniinont-appointed com mission 
which inquired into conditions of mo¬ 
nopoly in the industrial field during 
1904-65, reported^ that there was con¬ 
siderable concentration <jf economic 
power in the hands of a limited num¬ 
ber of biisiiKiss groups, both on an in- 
dustiy-wise basis and in teims of indi¬ 
vidual commodities or services. Each 
of the business houses studied had as¬ 
sets of not less than Rs 5 crores. Ac¬ 
tually, more than half of the business 
included in this study of monopolies 
had assets of almost Rs 30 crores, and 
the icmainder had well over this amount 
of rupees in assets.* The groups, com¬ 
prising 1,536 companies, totalled 75 in 
number and had paid-up capital and 
assets w'liich amounted to 44.1 per cent 
and 46.9 per cent, respectively, of the 
total paid-up capital and assets in the 

* This may e.\plain in part the 'mi¬ 
nisterial versus organisatioiial* feud 
which is perhaps a rellextion of the 
ministers’ attempts to maximise tiie 
'adaptive* funetkm, while the parly 
organisation pushes the 'integrative' 
function. 


S31 






icotiSikic 


Aimuat Niimhit Januluy 1971 

entire cor’ orate sector in the country 
(excluding govoniment and banking 
companies).® Some of the most inipor* 
lant of these groups had their head- 
quarters or branch ofKces in Maharash¬ 
tra, and, more specifically, in the Grea¬ 
ter Bombay area. 

The localisation of this economic 
power in Maliarashtia is illustrated by 
the fact that iti 1961, Bombay City 
alone ac('onntrd for about 66 per cent 
of the total indnstiial < rnploynicnt, 75 
per cent ol tlie v.iln<' of output, and 79 
per cent of the value* added by manu¬ 
facture in the Statc.’*^ 

(2) rolifical Conflict a Rcflec- 
tion of a Sifstemic Conflict 
betwco] ^hitcgnitive* and "Ad¬ 
apt ire Needs. 

The above aic only a few of the im¬ 
portant fcMtiiK's of Maharashtra's eco¬ 
nomic system which illustrate the stra¬ 
tegic position oc'cnpied bv a small sec¬ 
tor of t]i(' economic community. Now, 
let us fiisl ask what evidence exists that 
the Gov<‘inmont of Maharashtra has or 
may have a special relationship with 
this ‘economic constituency’. 

It may be noted that a direct and 
binding link exists betw’cen the Govern¬ 
ment of Muhaiasbtra and important 
comrnert'ial and industrial interests 
which function largely in the Bombay 
mctioi^olitan aiea, a principal business 
contic 111 India. As at 1961, over half 
of the legistcicd dcalcis in the State 
weie from Romliay (Jity, and more than 
71 per cent of all sales by these dealers 
were made in Bombay The total 
taxes paid by thetn in the fiscal year 
1960-61 constituted as much as 81 per 
cent of all such taxes paid in the State. 
If we combine with this figure the per¬ 
centage of faxes paid in the Western 
Mahaiashtia region, we find that the 
more indnsfrialiscd area of the State 
contributed almost 93 per cent of the 
total taxes paid during the year by all 
registered dealers in the State.'® Fur¬ 
ther, it may bo noted that the revenue 
from sales taxes constituted more than 
half of all taxes on commodities and 
scivices — which was the largest of all 
revenue heads, both in tax and non-tax 
revenue — t'ontiibuting 46 per cent of 
the gross uccipts. Nearly one-fourth of 
the total revenue, thus, was obtained 
from sales taxes.’’* In the same vein, it 
may be noted that the contribution to 
the State Income of the nun-agricultural 
si'ctor was C'onsiderably high. More than 
60 per cent of Maharaslitra’s income in 
1962-63 was generated in industry and 
commertH’, with 25 per cent originating 
in the secondary and 38 per cent in the 


tertiary sector. Industrial acUvities in the 
factory sector alone provided 19 per 
cent of tlic State’s income, while com¬ 
mercial activities generated nearly 17 
per cent during 1962-63.'^ 

The commercial and industrial sec¬ 
tor is thus a very important source of 
revenue for the State. As tax-payer, 
it provides to tlie Government a sub¬ 
stantial portion of the liquid capital 
which the latter needs to execute the 
tasks entrusted to it. As producer of 
goods and services, it is the principal 
contributor to the State’s income. 

Thus, as one observer has pointed 
out, the principal factor which pro¬ 
bably accounts for the influence this 
Vcouomic constituency' may have on 
the olficial decision-makers exists by 
virtue of the fact that a relatively small 
economic community controls large re¬ 
sources and areas of production.'* In¬ 
asmuch as a programme of industrial 
expansion (an important societal goal 
entrusted to goveniment) depends on 
the willingness of the corporate sector 
to invest their savings for such expan¬ 
sion, this sector can influence govern¬ 
ment policies, icgardless of their rela¬ 
tionship with any political party or 
with any individual in authority. The 
argument, re-phrased within the theo¬ 
retical framework used in this study, 
simply .states that the suppoit of this 
‘economic constituency’ in the form 
(among others) of capital investment is 
essential to the fulfilment of a critical 
task “assigned” to the political system 
by society. Hence, concentration of 
economic power provides an e£Fective 
lever to thi.s economic community 
through which pressure may be exerted 
on government to induce it to act in a 
manner favourable to its interests. 

Thus far, I have tried to give some 
indication of the magnitude and degree 
of concentration of power residing in 
a particular sector of the economic 
system, and to establish some basis for 
the statement that the formal decision¬ 
makers and this important 'eoonoinio 
constituency’ are bound to each other 
by compelling ties. 

Now, we turn to a consideration of 
the ’political constituency’, whose sup¬ 
port, we may recall, is necessary for 
the legitimation of goals (expressed 
in the election — direct or indirect — 
of certain public officials). It may be 
remembered further that the fulfilment 
of the “imperative” integrative need of 
the political system is dependent ultima¬ 
tely on the relationship of the political 
party to this political constituency. 

The discussion which follows will 
elucidate, hopefully, the nature of the 


conflict between integrative and adi^^* 
tive needs. It should also serve to 
establish the integral relationship bet¬ 
ween the first and second statement of 
my general hypothesis. 

1 have suggested previously that a 
conflict of interests exists between an 
urban economic community (which faci¬ 
litates the adaptive process) and certain 
agriculturally-based economic groups in 
the locus of the ‘political constituency’ 
(which plays a critical role in the inte¬ 
grative process). Obviously^ if a con¬ 
flict ensues between two individuals or 
two groups, there must be a common 
object of conflict and a common arena 
where the rival parties engage each 
other. 1 will try to identify first the 
object or objects of conflict and then 
the arena where the ostensibly distant 
rivals meet. 

The most hnpoitant item of indus¬ 
trial production in the State* is 
textiles.'® This industry had the larg¬ 
est proportion of registered factories, 
productive capital, employmc^it, output 
and input, and value added, for any 
single industry in the State.* *'^ While 
jute and woollen textiles, os well as silk 
and artificial silk are included in this 
group, the most important amojig them 
is the cotton textile industry. 

The principal raw material for this 
industry is, of course, cotton. If we 
look at the acreage in the various 
regions of Maharashtra, we find that 
only 5 per cent of the gross cropped 
area in western Maharashtra is under 
cotton.®® None of tin’s is in the Konkan 
area where Greater Bombay, the princi¬ 
pal centre of the cotton textile industry 
(in the country as well as the State), is 
located.®' It appears, then, that this 
industry must obtain most of its raw 
material from areas beyond western 
Maharashtra. Indeed, we find that the 
large cotton-growing areas of the State 
are in eastern Maharashtra. Marathwada 
has 10 per cent of its arable land under 
cotton which ranks as the largest single 

* It is iniDortant to note that this 
iiidustiy nas nation-wide import¬ 
ance as well. Cotton textiles rank 
third among India’s major ex¬ 
ports.'® Hence, they are an im¬ 
portant source of foreign exchangee 
which replem'sbes the nations 
liquid resources. As such, it ad¬ 
vances national goals. But in ad¬ 
dition, it aids the State Govern¬ 
ments in the execution of their 
tasks to the extent that such fore¬ 
ign exchange is converted into 
federal grants to States. 

*• The figures used in this Tefercnce 
arc based on an average for the 
three years 1959-1961, which was 
the period preceding the year when 
the conflict studied here evolved. 
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commercial crop in this area.^ How¬ 
ever, the biggest cotton belt in the 
State is in Vidarbha, 29 jper cent of 
whose cultivable land supports this 
commercial crop,*® Foiu* out of the 
eight districts of Vidarbha are the 
principal cotton-growing areas, and 
here, the average cotton acreage is 
about 40 per cent of the arable land.*^ 
Thus, in 1960-01, tlie Vidarbha region 
accounted for about 55 per cent of all 
cotton production; another 27 per cent 
of the cotton produced in the Stale 
came from the Marathwada area.*® 
Inasmuch as Bombay City accounts for 
77 per cent of the State's consumption 
, of raw cotton,*® much of this apparently 
comes from eastern Maharashtra, and 
particularly from Vidarbha. 

In an analysis of a Vidarbha district 
(Akola)*^ it was found lliat the business 
Interests in this eastern cotton-producing 
area oi the State were led by the Mar- 
wari community. Further, it was de¬ 
monstrated that it was this renowned 
business community (or its spokesmen) 
which encountered opposition from 
another economic group in the district- 

Onc long-standing argument in Viclar- 
bha — which may illustrate the nature 
of the conflict between the rival groups 
— has been over the price of cotton. 
In 1901-62, cotton traders were pressing 
the government for decontrol of cotton 
prices.®^ In the pVevailiiig conditions of 
short supply, the traders, who controlled 
the rural buyer s market, would be able 
to make a very large profit by buying 
from the cotton fanner at low prices 
and selling in the Bombay market at 
high prices. Several years later, a rebel 
respondent interviewed in connection 
with the larger study (on which this 
paper is based) complained that the cot¬ 
ton merchants were doing that even un¬ 
der price controls. Although the Govem- 
mont of Maharashtra had fixed ceiling 
and floor prices, the range was so wide 
that the cotton traders would all buy 
at or near the minimum price (of Rs 125 
per quintal) and sell at or near tlie 
maximum price (of Rs 175) in Bombay. 
The rebel said he was in favour of 
raising the ceiling and narrowing the 
range. 

Sugar factories and refineries consti¬ 
tute another important and developing 
industry in the State,** and sugarcane 
production is another object of conflict. 

It may also be pertinent to note that 
the growth of this industry in Maha¬ 
rashtra was impressive in the period be¬ 
tween 1959 and 1961, immediately pre¬ 
ceding the factional dispute with which 
my larger study was concerned.** How 
ever, the sugaor industry nmked rathtt 


low in comparison with other industries 
in the State. It accounted for only 6 
per cent of the productive capita], 4 per 
cent of the output and 3 per cent of 
total value added by the factory sector 
in the State.®^ While these proportions 
are admittedly small in die overall pic¬ 
ture, we can appreciate the significance 
of this industry when we consider that 
sugarcane was grown on only 1 per cent 
of the gross cropped area in the entire 
State. Wc might recall that the average 
acreage for cotton was 29 per cent 
Seen in this light, sugarcane appears to 
be a very profitable crop, indeed. 

Western Maharashtra is the largest 
sugarcane area in the State, and Poona* 
is one of the important sugar areas in 
the region.®* Hence, it is no accident 
that in Poona, it was the sugar interests 
which were involved in the factional 
struggle.*® 

It is woith noting that some of the 
top business enterprises have significant 
interests in this agro-industry.®® One 
of these business groups owns the lar¬ 
gest sugar factory in Poona.** The le- 
maining two .sugar factories (as of 1961, 
prior to the factional struggle) were co¬ 
operatives, and their combined crushing 
and employment capacity equalled oi 
was less than that of the private fac¬ 
tory.® As among the diverse interests 
in ten different industrial fields, sugar 
is the third most important activity for 
this business house, in terms of aggre¬ 
gate turnover.®® 

For purposes of illustration, I have 
dealt with only two items which could 
conceivably Ijo ‘objects of conflict' since 
both agriculturists who cultivate sugar 
and/or cotton, and industrialists who 
process and sell these products, share a 
common interest in such crops. Other 
agricultural products which are used in 
industry and could thus be considered 
potential ‘objects of conflict' are oil 
seeds, which are produced largely in 
Western Maharashtra. These are con¬ 
sumed in industries producing not only 
edible oils but also paints and varni¬ 
shes. The fruit and vegetable canning 
industry draws its raw material from the 
horticultural regions of the State, like 
Virdarbha and the Konkan. 

The task which remains now is to 
identify the common arena of conflict. 

• One of the four districts to which 
field research was conducted in 
connection with the larger study on 
which this pa^ is based. 

The Walchand group, which ranks 
eighth in terms of paid-up capital 
and eleventh in terms of total as¬ 
sets owned, owns Woldhandnagar 
Industries which, in turn, owns the 
sugar factory in Poona.** 


Here, I will discuss the organisatioiial 
structures in which the rival forces oon* 
front each other, as well as the nature 
of the threat issuing from certain agri¬ 
cultural interest, vis-a^vis certain urban 
business interests. 

It appears, from the field survey im- 
dertaken in four districts of Maharashtra, 
that co-operative-based agriailtural in¬ 
terests — usually witli a strong stake in 
commercial crops — constitute a dis¬ 
tinct political group which stands in 
opposition to those district- or State- 
based authorities (either in the Congress 
Party or in the State Government) which 
are linked, to some extent, with private 
economic interests. 

In view of the prominent position 
which large private interests hold in the 
economic system, and inasmuch os they 
command considerable power and influ* 
ence in this system as a whole and vis^ 
a-vis the Government, one may well ask 
why Mich colossi have anything to fear 
from a fledgling co-ox>erative structure. 
Vet such grounds exist, and I vontuie to 
say that the private economic sector has 
cause to be reasonably concerned, 
though not overly anxious as yet. 

Generally speaking, ai-operatives 
must be viewed as an actual c<jmpetitoi 
and a poleiitially strong one — whether 
they engage in lending activities or in 
the marketing or processing of agricul¬ 
tural products. 

Secondly — and most impoitantly, 
perhaps, in the long run — there is the 
fact to be considered that they are com¬ 
manding increasingly more attention 
from the Government, not only in teims 
of political favours, but in terms of 
funds as well. Very much related to 
this is the potential threat which exists 
if co-operative leadcis captuie the new 
bodies of local government. As I have 
indicated, these bodies provide a much 
more eflcctive channel through which 
rural interests controlling them can make 
claims on the State Government 

Finally, to the extent that the threat 
is a r<*al one, it must be mcreasingly 
felt because of the growth of the co¬ 
operative movement, particularly in re¬ 
cent years. Let us consider this element 
of growtli first. 

For various reasons, the development 
of the movement has been uobalanc'^xl, 
in the sense that growth in co-operative 
credit has led all other aspects of the 
movement. Since this is the most im¬ 
portant co-operative activity, we will be¬ 
gin by examining its development 
In the forty-year period between 1912 
and 1952, there was a tremendous in¬ 
crease in the credit sector when loans 
and advances outstanding in the Maha- 
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nishtrA State Co-operative Bank (the 
most important co-operative institution 
In the State) increased more than a 
hundredfold. In absolute terms, how¬ 
ever, the greatest increase took place in 
the post-Independence years. In the 
{bur-year period between 1961 and 1065, 
the increase in credit disbursed was 
about 70 per cent as much as that 
which took place in the forty years oi 
the Bank's existence up to 1052. In 
the i)eriod from 1957 to 1962, with 
which we are more concerned, there was 
more than a fourfold increase in the 
amount of loans and advances extended 
by the State Co-operative Bank.'** In 
•a nation-wide comparison among indi¬ 
vidual States, we find that the advances 
made by central (district-level) co-ope¬ 
rative banks in Maharashtra were the 
highest.** 

Thus, there is substantial evidence 
that the credit co-operative structure has 
been {gaining and continues to gain 
strength.** It is envisaged, moreover, 
that there is considerable scope for the 
expansion of co-operative credit in the 
rural areas. Several years ag(j, a study 
on co-operatives anticipated that the en¬ 
tire rural population could eventually 
be covered by co-operatives, and that 
almost three-quarters of its .shoii:-tenn 
credit needs could be met by the end 
of the Third Five-Year Plan.*^ One may 
still debate whetfier or not cx)-opera- 
tives are a “major” source of agricultural 
financt;, but that they are an important 
one, now and increasingly so, is per¬ 
haps less subject to question. 

The significance of this trend, in terms 
of arguments made herein, is that an in¬ 
crease in co-operative credit could have 
an adverse effect on the private credit 
structure which, in the rural areas, and 
at the village level, in particular, is re¬ 
presented by the money-lender, proles 
slonal or otherwise.** The private en¬ 
trepreneur in the rural areas — whe¬ 
ther money-lender or trader — is often 
linked with the larger urban economy.** 

While co-operative activity in tlie 
marketing and processing sectors has 
been rather modest, it-should be noted 
that there has been progress made here, 
too, and, moreover, that these activities 
are being actively encouraged by the 
CJovemment, 

In the marketing sector, the number 
of societies established increased by as 
much as 33 per cent in the period Ix:- 
tween 1955-56 and 1960-61.** In addi¬ 
tion, these societies were now under¬ 
taking activities aiber than the market¬ 
ing of produce. 3ome of them were 
distributing agricultural items, sucb as 
fertilisers, improved implements, seeds 


and so forth. More significant than the 
percentage increase in the number of 
marketing societies, however, was the 
volume of production marketed on a 
co-operative basis. Although the absolute 
volume was modest, nevertheless an up¬ 
ward trend was noted hero, too.** 

In addition, agricultural products 
were marketed not only through this 
channel but also through various co¬ 
operative processing societies. Although 
there were not many such societies in 
the State, a substantial increase was 
legistered in the period 1959-60 to 
1960-61♦ when the number of proces¬ 
sing societies almost doubled.** The 
various categories in which these co¬ 
operative factories fell were sugar, 
ginning and pressing, rice mills and oil 
mills. 

In a continuing upward trend, mar¬ 
keting societies in 1964-65 sold more 
than twice the value of goods than had 
been marketed in 1901-62. A similar 
upward trend was noted in the volume 
of cotton ginned as well as in the num¬ 
ber of cotton ginning and pressing 
iinits.*^ Sugar factories showed ah in¬ 
crease of about 38 per cent in the vo¬ 
lume of sugarcane emsbed, and an in¬ 
crease of about 36 per cent in the vo¬ 
lume of sugar produced.** 

The latter figures give a good indi¬ 
cation of the increasingly important role 
that co-operative sugarcane processing 
units have been playing in the industry. 
While the co-operative factory sector 
accounted for only 12 per cent of tho 
country's total sugar production in 
1961,***® in Maharashtra, the co-ope¬ 
rative sugar factories reportedly ac¬ 
counted for as much as 55 per cent ot 
the total sugarcane production in the 
State.** It is of particular importance 
to note (given the time setting of this 
study) that the co-operative sugar sec¬ 
tor acquired this degree of prominence 
In the three-year period between 1956- 
59, when 12 out of the 13 co-operative 
sugar factories functioning in 1961 came 
into existence.** All but one of the pri¬ 
vate sugar factories had been establish¬ 
ed between 1924 and 1942.** Within 
a short span of time, then, the private 
sugar sector was confronted with a 

• I wish to add another reminder 
here that often, I dt© statistics 
which may be relevant for the ap¬ 
proximate period when the fac¬ 
tional conflict tinder investigation 
erupted. Where figures for later 
perils are dted, they are usually 
Intended to illustrate a continuing 
grot^ trend. 

The year prior to the outbreak of 
the district-level factional dispute 
analysed in my larger study. 


young and very vigorous competitor. 

We find, thus, that in a few sectoiv 
of the economic sphere, such as credit 
and, somewhat less, in processing and 
marketing, private Interests have been 
encountering competition. In addition 
to that, the private sector apparently 
faced and is facing cY.>mpetitfon in the 
politico-economic sphere, that is to say, 
in relation to the CJovcmment. I^^or ex¬ 
ample, prior to the enactment of the 
Land Cleilings Bill in June 1961, the 
private sugar interests exerted consider¬ 
able pressure on the Government of 
Maharashtra®* to have private sugar 
farms exempted from the provision.s of 
the proposed Celling Bill. (Under these 
provisions, these private sugar farms 
stood to lose 60,000 acres of land.**) 
The Government of Maharashtra refus¬ 
ed to aecYide to these demands, while 
ill the same time exempting the co¬ 
operative sugar fiictoiies' fanns from the 
application of the Ceilings provision.** 
Moreover, the Government showed an 
inclination to favour co-operative fann¬ 
ing societies by giving them priority in 
tho distribution of the surplus lands ac¬ 
quired as a result of tlic Act.®* There 
wore other signs that the Government 
was committed to assist the co-operative 
movement toward the expansion of its 
activities in credit, as well as in mar¬ 
keting and pioccssing.* In addition to 
contributing to credit co-operatives' 
share capital, the Govemment has been 
allocating plan funds to various ai-ope- 
lative schemes. In the Third Plan, toi 
example, a target was fixed to double 
the yiroportion of marketable surplus 
handled by the co-operative marketing 
societies.®^ Funds were allocated to 
supplement tlie share capital of tho 

* Lest a distorted picture of the re¬ 
lationship between Ckivcmment and 
co-opcratives bo conveyed here, it 
should be noted that there was also 
evidt^nce of a competitive strain 
here. Tliere was, for example, the 
matter of Govemment emphasis on 
small savings campaigns. At times, 
even co-operative personnel were 
’reeniited' to work toward the suc¬ 
cess of such campaigns. In fact» 
however, the small savings pfO> 
gramme has been Inimical to the co¬ 
operative structure's efforts to chan¬ 
nel rural savings into co-operative 
hanks for purjioses of investing 
such capital in agricultural impro¬ 
vement. Small savings funds siphon 
off much of the rural savings. Tlie 
Government supports this program¬ 
me because about two-thiras of the 
funds collected in national small 
savings campaigns come back to 
the State Governments. Thus, as 
much as 40 per cent of Maharash¬ 
tra's financial resources for the 
Third Plan were to b© contributed 
by small savings.** 
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marketing structure at all levels. This 
would enable the madceting societies to 
give bigger advances to cultivators or 
even to purchase their produce outright. 
To the extent this becomes possible, the 
comparative advantage of the private 
middleman — the commission agent or 
trader — will be weakened. The Gov¬ 
ernment planned furtlier to assist in the 
constriiction of large warehouses at 
the State and district level, as well as 
medium-sized and small storage facili¬ 
ties at the taluka and village level.* • 
Lack of such facilities has been one of 
the important handicaps of the co-ope¬ 
rative marketing organisation. 

• In addition. Government planned to 
assist in the establishment of various co¬ 
operative factories which would, in ef¬ 
fect, more than double the number of 
^ ginning and pressing units, paddy pro- 
casing societies, as well as storage and 
preservation facilities. Co-operative su¬ 
gar factories were to be increased by 
additional units totalling 60 per cent of 
the existing number, and these were to 
be favoured by larger financing.*® 

Hence, there is added to the factor 
of internally stimulated growth in the 
co-operative sector of the economy the 
element of encouragement toward fur¬ 
ther growth by the Government. 

Finally, the threat exists tliat co-ope¬ 
rative leadership may be able eventually 
to capture the district governing Iwdies 
and, through them, press their claims on 
the State Goveniment. Tlie fact that 
these local councils function at the dis¬ 
trict level is advantageous for the co¬ 
operatives inasmuch as all co-operative 
agencies carry out their executive func¬ 
tions at the district level, as to the dis¬ 
trict councils. Thus, the district credit 
co-operative hank provides a ready ve¬ 
hicle through which co-operative lead¬ 
ers can extend their economic influence 
into the political sphere. 

VI 

The Relevance of the Zilia 
Parishad in State Politics 

Earlier, I had indicated that the prin¬ 
ciple aroimd which government is or¬ 
ganised is functional, while that of the 
party organisation is territorial. In the 
Zilia Parishad, 1x>th of these principles 
converge. Gongressmen, whether or not 
favoured by the district party organisa¬ 
tion, may occupy positions of authority 
in this governing boily, arid wheel and 
deal in a rich variety of favours and 
"tftterial goods, from appointments to 
teaching or other posts, to seeds, ferti¬ 
lisers, implements, and construction ma¬ 
terial Ug0d for agrioulhiral puipoies» 


such as cement, tin or steel sheets. Th|s 
gives ZP Congressmen a decided edge 
over the non-ZP Congress party work¬ 
ers in mobilising the support of voters, 
either for or against a political candi¬ 
date, whether an incumbent MLA or 
Minister, or an aspirant. 

The possibility exists, then, that the 
Zilia Parishads (under the control of 
Congressmen) may replace the district 
Congress organisation as the agency 
through which the rural vote is organis¬ 
ed.® Indeed, many claim that the ZPs 
have already done so. If this is so, then 
aspiring decision-makers who have had 
to depend in the past on the Congress 
organisation to achieve their instrumen¬ 
tal goal now must curry the favour of 
the iKiwerful Zilia Parishad leaders. In¬ 
deed, the feeling was expressed by 
many ZP officials and meml^rs — both 
rebel and loyalist — that Government 
could not easily nor for long ignore the 
Councils' demands inasmuch as it de¬ 
pends on them to carry out many State 
projects. The ZP machinery has, in 
fact, been entrusted with the implemen¬ 
tation of a great variety of projects. 
Thus, for example, in the fourth year of 
the Third Plan of Maharashtra, wtt 
find that the proportion of Plan funds 
for major developmental headings allo¬ 
cated to the Zilia Parishads was as 
much as 43 per cent of total Plan funds 
for those headings.*^ These Councils, 

• There were many opportunities 
which ZP Gongrcssm<m (especially 
office-holders) could exploit toward 
this end. The following provides 
only one illustration. Members of 
the opposition in some Zilia Pari¬ 
shads complained that Congress¬ 
men would often invite themselves 
along on tours made by a^iinis- 
trative officers in connection with 
the execution of various projects. 

In the course of such tours, a Con¬ 
gressman might enter the constitu¬ 
ency of an opposition member 
where he could make contact with 
the local people and imply or ex¬ 
pressly suggest to them that the 
work being carried out by the ZP 
staff was made possible through 
Ctmgress initiative. Continuous ap¬ 
plication of such stimuli could un¬ 
doubtedly produce overtime a fa¬ 
vourable prech'sposition toward the 
candidates of the Cwgress Party, 
or at least persuade or intimidate 
the local people into thinking that 
.support or Congressmen was (he 
wiser course to follow in their iwli- 
tical activities. But not only could 
Congress opposition be so dealt 
withf What is more relevant to note 
in this context is that, under these 
arrangements, it is the ZP Congress¬ 
men rather than the non-ZP Con¬ 
gress worker who could more 
readily oblige the rural voter and 
thus rely more confidently on Iii-s 
political support. 







therefore, are hi a position to aid or Ob¬ 
struct the efforts of aspiring and intnim- 
bent authoritative decision-makers in 
regard to both the instrumental and the 
societal goals toward which their activi¬ 
ties may be directetl. 

The significance of this, for private 
economic intere.sts, is that, to the extent 
that the Zilia Parishads can or will he 
able to exeit influence on the Govern¬ 
ment, to that extent the influence which 
can lie exerted by the economic com¬ 
munity is minimised or challenged (par¬ 
ticularly in the event that the ZPs are 
contiolled by co-operative-based econo¬ 
mic interests. 


Vfl 

Concluding Observations 

The Govt^mment of Maharashtra 1.^ 
committed to the concept of a socialist 
pattern of society*® whidi assigns a 
central position to the co-operativo 
princ iple of economic organisation.** 
Because of this ideological commitment, 
and its apparent appeal among increas¬ 
ingly important elements of the popu¬ 
lation, official lefcrenc'Cs to the ixi-ope- 
rative movement are always weighted 
with positive value. Tliis iiuy explain 
Government’s efforts to assist in the de¬ 
velopment of the movement. At the same 
time, however, Goveniment is commit¬ 
ted to the goal of economic develop¬ 
ment and industrialisation which com¬ 
pels it to s^ek the assistance and sup¬ 
port of the private economic community 
which owns and manages a large pro¬ 
portion of the resources required to 
achieve the societal goal of industrial de¬ 
velopment. Beyond a certain point, (he 
expansion of co-opeiative economic ac¬ 
tivity is bound to encroach upon the 
sphere of private economic interests. In 
such cifcum;:tanccs, it will become in¬ 
creasingly difficult to accommodate the 
conflicting demands of these two eco¬ 
nomic .sectors.® Thus, the stability 

* One may speculate that recognition 
of this possibility may have 
prompted the vacillating or con- 
Iradictury actions which the Gov¬ 
ernment of Maharashtra has taken 
irom time to time. For example, 
it has, on the one hand, offered 
ineemtive.s to private sugar intcrestfi 
(ill tlie form of luice inereases and 
rebates in excise duties** and, on 
the other hand, it has atU’mpted 
to aid co-opeiativc sugar factories, 
imposing ceilings on private sugar¬ 
cane holdings (as noted earlier) 
while exempting co-operative fac¬ 
tories’ farms iroin llie application 
of such provisions; imposing a cess 
on the production of private sugar 
factories but not on the co-opera¬ 
tive units.** 
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which the Congress-dominated govem- 
mont has enjoyed in Maharashtra may 
bo adversely affected if co-operative- 
based groups capture the Zilla Fari- 
sliads and press their claims on the 
State Covemmeiit from wide areas of 
rural Maharashtra. The critical ques- 
tion for the future is whether many such 
groups can, indeed, assume controlling 
positions of authority in rural dislrict 
government. 

Oui t^xainiiiiitioi) ol these- groupin.i^ 
indicates that co-operative institutions 
are more successful as political instru¬ 
ments only under a complex nexus of 
conditions. These include a fairly high 
level of agricultural prosperity in a 
district wherein co-operatives can pro¬ 
vide their services to a large and some¬ 
what evenly dispersed community of 
more or less prosperous cash crop cul¬ 
tivators. These cultivators own mode¬ 
rately large tracts of agiicultural land 
which •permits them to secure their 
own food needs, while at the same time 
allowing thcaii to set aside land and 
capital lor the cultivation of prohtable 
commercial crops. 

Moreover, the findings suggest that 
co-operative leadership is more apt to 
succeed in its political aims if condi¬ 
tions permit access, for puiposes of or¬ 
ganisation, to political functional ies 
over a wide arena o*f operations. Higher 
levels of education and a working net¬ 
work of communications are some of 
the conditions which greatly facilitate 
political organisation here (as elsewhere). 

Another broad ecological characteris¬ 
tic of areas where the co-operative- 
based political group has been success¬ 
ful in the past, and might be in the 
future^ is the general level of urbanisa¬ 
tion. In Akola, for example, the gene¬ 
ral setting of the rural political feud 
was more '^urbanised’' tlian in any other 
district. At the veiy last, this increases 
the potential for the interaction between 
rural and urban interests. 

Thus, as urbanisation spreads, as 
general education increases and as new 
avenues of communication are forged, 
the possibility that rural-based interests 
will come into contact with urban-based 
economic interests will increase^ there¬ 
by creating or extending one of the 
preconditions of confficL That is to 
say, the arenas of conflict may be ex¬ 
pected to increase as this trend un¬ 
folds. 

On the other hand, there are certain 
physical and other limitations imposed 
on the development of other precondi¬ 
tions of future **rebel^ success. The 
cultivmtioo of commercial crops whiefa, 
at this pointy seems to oolndde with 


co-operativc institutions, is limited not 
only by financial considerations but by 
physical conditions as well. Cotton, for 
example, cannot be profitably cultivated 
on any type ol soil. l‘o a certain ex¬ 
tent, this IS true of sugarcane also. So 
tliat the expansion of commercial crops 
will necessarily be limited to certain 
aicus. The individual field studies of 
Poona District and, to a certain extent, 
Aurangabad, indicated that this kind of 
localisation weakens the ix)lilical thiust 
of the co-operative-based interest 
group. If vve carry such an analogy 
over to the State level, wo may infer 
that to the extent that co-operativc- 
based power is confined to limited 
areas of 'cash crop cultivation, to tliat 
extent it will be circumscribed. 

Thus, even if co-operative inshlutions 
continue to expand and increase their 
loan activities, as they have done in 
the past several decades, they may not 
be able to increase their jiolitical powei 
coniintaisurately, in the rural areas, as 
long as tlieir physical sphere of effec¬ 
tive activity is resUicted to nariow 
areas, liowevei, if they can extend 
their political base through an import¬ 
ant agricultural area, tlicy would have 
considerable level age, just as the loca¬ 
lised industrial community has and is 
able to exercise at tliis i>oint. Vuluibha 
IS such an agriciiltuial aiea, and a cru¬ 
cial one at that lor the Government ol 
Maharashtra. lUi importance may be in- 
leircd froiu the lact that the top 
Maharashtrian leadership felt con¬ 
strained to confer positions of iho higher 
authority in tlie State Govermnent to 
Vidarbha leadeis in order to ensure 
thejr suppuit in 1957 and therealter, 
once the region had been incorporated 
in Maharashtra. The economic im¬ 
portance of this area is perhaps second 
only to that of the Bombay-Pooiia in¬ 
dustrial complex in Western Mahara¬ 
shtra. 

If at some time in tfic future, the 
political powei of tliese rural interests 
can be cxinsolidated in the Zilla Paii- 
shads of Vidarbha, the Govemmcnt of 
Maharashtra may well be laced with 
a crisis as it tries to accommodate c'on- 
llicting pressures from different eeo- 
nomic interests in the State. Thus, lor 
example, co-operativc-based interests in 
Vidarbha, whicli now function largely 
in the credit sphere, may press for a 
more entliusiastic promotion by the 
Govemmcnt of co-operative marketing 
and processing facilities to handle the 
large cotton and fruit produce. Much 
of this is now processed and distributed 
by Bombay business enterprises. If 
such pressures are brought to bear on 


the Government, the private textile and 
fruit canning industries (and any other 
indusirics similarly affected), together 
with cuminercial trading iuteiests, may 
be expected to atUmpt to block these 
demands and their iiiipleineutatjon. The 
convergence of conflicting pressures on 
the Govenunent of Maharashtra may 
be expected to produce considerable 
strife within the inner councils of gov- 
cniincnt and party, and to weaken the 
stability of both of these political 
structuies and thus of the political 
■system of Maharashtra, as a whole. 
What may precipitate such a crisis is 
die infiltration of the Zilla Parishads 
autliorilative positions by co-operative 
leadership. 
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Guntur Sessiofi of the All IncUa 
Congiess Committee on November 
9, 196IJ, (Thu All India Congress 
Committee, New Dellii). This arti¬ 
cle reads as follows: 

‘The object of the Indian Na¬ 
tional Congress is the well-being 
tind advancement ol the people m 
India and the establistunent in 
India, by peaceful and constitutio¬ 
nal means, of a Socialist State 
based on Parliamentary Democracy 
in which there is equality of op- 
pujtunity and of political, economic 
and social rights and which aims 
at world peace and fellowship."' 

Note, also, that a resolution of 
the National Development Council 
passed in November 1958 states 
tliat co-operation is both tlie end 
and the means ol establishing a 
socialist society. (See Cyan Chand* 
“Outlook lor Co-operation", Kuruk- 
slietruj December 1960, Vol 9, No 
3, p 14). 

2 M L Dautwala, “Slate and the Co¬ 
operative Moveme*it", Kufukshetra, 
Volume 9, No 3, December 1960. 

3 lalcott Parsons, “Some ilighllghto 
of the General Theory of Action"* 
"Approaches to the Study of Poli¬ 
tics', Uolaiid Young, editor (Evans¬ 
ton, Illinois: Northwestern Univer¬ 
sity Press, 1962), p 294. 

4 Ibid, p 295. 

5 Ibid, loc at, 

6 Reference here is to the voting po¬ 
pulation in general which may be 
ctiaractcrisca as largely rural and 
agricultural in nature. The pro¬ 
portion of rural to total population 
(ds of 1961} was about 72 per cent, 
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DURING the penod from April 1, 1970 
to Dea;mber 31, 1970, the total turn¬ 
over of Mysore Iron and Steel (MISL) 
at Bhadravati amounted to approxima¬ 
tely Rs 13 crores, of which special and 
alloy stcel.s contributed alx)ut Rs 7 
crores. The production of special and 
alloy steels in the electric furnaces rea¬ 
ched a record of 5,300 tons in Decem¬ 
ber, 1970. 

The production of alloy and special 
steels could have been better but for 
the fact that due to extraneous reasons, 
MISL could not cut down the produc¬ 
tion of mild steel. It is expected that 
by February/March, the mild steel 
coininibnents will have been fully met 
and that in the next financial year 


MISL would be in a position to concen¬ 
trate mainly on the production of spe¬ 
cial and alloy steels. The management, 
during the past few months, have been 
able to procure most of the alloying 
compounds required for the manufac¬ 
ture of various grades of special and 
alloy steels. With better availability of 
facilities and ferro-^oys, it is safe to 
predict that the mills will be in a posi¬ 
tion to cater to the needs of industry. 

The year 1971, therefore, augurs 
well for MISL to accept the challenge 
to reduce considerably India's depend^ 
ence on imports of special and alloy 
steels, if not completely eliminate them, 
thus contributing by substantial extent 
to the opuntr/s industrial growtik. 
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There is increasing evidence to indicate that protest and dissent are not the activity only of the irra¬ 
tional and opportunistic sectors of society. They represent a particular mode of political participation 
chosen by those of the citizenry who, still retaining notions of personal effectiveness, feel that the system 
can and must be hurried, or pushed, into action. 

Whatever understanding ongoing socio-political research furnishes seems to point away from conceiv¬ 
ing protest and dissent as political pathology, as irrational political behaviour; instead, it seems to be 
increasingly apparent that the conscience of protesters often represents a repository of articulated and 
accepted—but in practice denied—community values. Participants in protests—as more than one profile 
seems to indicate—are likely to be among those who, otherwise personally effective, are moved by fates 
other than their own in particularly crucial areas of their lives. 

In this article, we are concerned with this segment of the citizenry—those who have participated in 
or sympathise with mass political protests. In particular, we shall expire those economic, social and 
• attitudinal characteristics which tend to be associated with them, in order that we may better under- 
^stand what motivates them. This in turn may then lend greater insight into the nature of these protests. 
Many of the sources we draw upon have been derived from studies outside our country. The inferences 
we draw from these cross-cultural studies, therefore, must be regarded more as suggestive than conclu¬ 
sive when we evoke our own conditions. 


ELECTION-TIME is a time for a le- 
defmib’on of die self and society: it is 
an exercise in die mobilisation of senti¬ 
ment. Inadvertently perhaps — but 
invariably — it provides a setting for 
the surfacing of collective anxieties. 
Several of the issues that will manifest 
themselves durjing the campaign period 
will of course be familiar from past 
elections; but, this may be our first 
election in which problems of internal 
law and order, of permissible quantities 
and qualitative ihodes of dissent are 
likely to emerge as major issues. The 
latent insecurity, especially of the nou¬ 
veau riches, is more ithan likely to 
be translated into political and Secto¬ 
ral terms. Demands, rather than de¬ 
bate, may be the emergent political 
style. It should not be surprising if we 
encounter in the coming months a 
harsh, even repressive, tenor injected 
into the usual combativeness of electo¬ 
ral political discourse. 

As the volume of xiolitical communi¬ 
cation between candidates and prospec¬ 
tive supporters swells, and larger num¬ 
bers of the citizenry are inducted into 
participating in the electoral process, 
an increase in die types of avaflable 
participatory modes is also manifesting 
itself. Political participation, generally 
considered to bo symbc^c of the ex¬ 
tensiveness to which democratic ideals 
are applied, also indudes a dimension 
which, in fact, lies outside the scope of 
constitutional activity. In this respect 
mass protests have become a conven¬ 
tional — if not legal — form of par¬ 
ticipation, and, needless to say, have 
engendered mixed reactions from spe¬ 
cialists in public affairs, the administra¬ 
tion, and the public at large. 

It is dear dial peoluets and agita¬ 


tions are becoming increasingly politi¬ 
cal; that they are becoming increasingly 
“programmed'*, standardised in terms 
of techniques; and that they are dosdy 
linked with the organisational capaci¬ 
ties of the iHilitical groups which 
sponsor them. Moreover even as one 
can say that the total magnitude of agi¬ 
tations and protests have increas¬ 
ed in both rural and urban areas, 
it is clear that the urban is usually 
better organised, more pervasive and 
has more staying power. Above all, 
given the type of communication net¬ 
works whicli we have, these urban pro¬ 
tests are also the more visible, and 
thus may evoke the most reaction 
both from the public at large, and the 
government in power. 

The increasing tendency of political 
parties toward fragmentation, with its 
concomitant multiplication of political 
messages, means that the same people 
— that is, the general electorate — are 
increasingly subjected to a wider choice 
in the form of multiple electoral ap¬ 
peals. Political expression and issues 
thus appear to be coming closer to the 
felt anxieties of the people; and in a 
sense, hitherto unpolitical dimensions 
of life have gained political salience. 
In this process, ideology, at least for 
the short run, has a tendency to be¬ 
come devalued. Instead of political 
parties garnering beliefs and values, 
politics becomes more action-oriented. 
Resentments are nurtured and culti¬ 
vated; and much of die nurturance 
takes place, not on an artificial basis, 
but because the grievances cultivated 
exist in fact. Fragmentation of politi¬ 
cal parties facilitates their listening in 
where no one was listening before. In 
other words, instead of politics xemain- 


ing a remote activity, it becomes im¬ 
mediate and actable. 

From Protest to Terror 

These fragmented political groups, 
however, are also usually ruled at the 
top by political dados. In general, die 
opportunism which tends to accompany 
this type of elite structure eventually 
comipts and corrodes, and theidby 
threatens the loss of the popular base 
which it had cultivated. Thus in a 
sense, the protests wluch political 
groups cater to and lead may be very 
real in themselves; but the fact that 
such groups rarely can sustain their 
popular support may have to do with 
their leadership and organisational 
structure. 

It is clear, however, that although 
protests may be of short-run duration 
and effect, the number of incidents has 
been growing, and they show no signs 
of abatement; rather, judging from the 
rate of increase, we may expect to see 
a greater proliferation in the coming 
years. 

As political protests proliferate, a 
section oi the protesters, out of despe¬ 
ration and exhaustion, may be moved 
to utilise political terror. We are at 
diis point today. But in such a milieu 
demands for counter-terror increase, 
and almost any protest may be con¬ 
ceived of as a threat. There is thus 
the danger of a loss of discrimination 
between what is actually the violent 
terrorism of small cadres of individuals 
committed to this mode, and those 
protests whose participants are general¬ 
ly intent on more or less peacefully 
pressing their demands in what, to 
them, appears to be the most effective 
mode available. 
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Inasmuch a. even the most peaceful 
of demonstrations can unintentionally 
turn violent, it is easy to understand 
how, under conditions of psychic and 
physical insecurity, i)eople may consi¬ 
der hitherto tolerated dissenters as 
potential threats. There are, moreover, 
in the wings, those who make political 
capital out of stimulating and shaping 
latent anxieties. And in a milieu 
where a segment of organised political 
protest turns terroristic, it may call 
forth the unleashing of violence by the 
state: imperceptibly, then, legitimate 
dissent and disaffection become suspect. 

Not ihe Ac ix\^ityJ or the Iruattonal 

The plugging of discontent, the at¬ 
tempts at containing disaffection by 
displays of overwhelming coercive 
power arc surely tempting; but also 
likely to prove corrosive of remaining 
social solidarities. Under such circum¬ 
stances — and we may be slowly 

drifting towards them — it is a poig¬ 
nant necessity to uphold liberties, not 
only because of ideological commit¬ 
ment but also because there is increas¬ 
ing evidence to indicate that protest 
and dissent are not the activity of 

merely the irrational and opportunistic 
sectors of society. Instead, they repre¬ 
sent a particular mode of political par¬ 
ticipation chosen by those of the citi¬ 
zenry who, still retaining notions of 
personal effectiveness, feel that the 
system can and must bo hurled, or 
pushed, into action. For possibly tlie 
first time in contemporary history a 
wide-ranging and concerted attempt is 
being made to systematically record 
the collective cries of anguish and to 
understand those who have taken ui>on 
themselves — often against overwhelm¬ 
ing odds and the possibility of immense 
injury to themselves — the public arti¬ 
culation of deeply felt resentments 
against organised power. Whatever 
understanding ongoing socio-political 
research furnishes seems to point away 
from conceiving protest and dissent as 
political pathology, as irrational politi¬ 
cal behaviour; instead, it seems to be 
increasingly appaient that the con¬ 
science of protesters often represents a 
repository of articulated and accepted 
— but denied in practice — commu¬ 
nity values. Participants in protests — 
as more than one profile seems to indi¬ 
cate — are likely to be among those 
who, otherwise personally effective, are 
moved by fates other than their own 
in particularly crucial areas of their 
lives. 

In thi.s article, we are concerned 
with this segment of the citizenry — 


those who have participated in or 
sympathise with mass political pro¬ 
tests. In parbcii^ar, we shall explore 
those economic, 'social and attitudinal 
characteristics which tend to be asso¬ 
ciated with them, in order that we may 
better understand what motivates them. 
This in turn may then lend greater in¬ 
sight into the nature of the phenome¬ 
non of these protests. Many of the 
sourc-es we draw upon have been de¬ 
rived from studies outside our country. 
The inferences we may draw from these 
cross-cultural studies therefore must 
obviously be regarded more as sugges¬ 
tive than conclusive when we evoke 
our own conditions. 

I 

The Economic Milieu 

It has sometimes been held that fluc¬ 
tuations in the national economy may 
directly affect the proneness of indivi¬ 
duals to participate in protests. The 
difficulty is that there is little agree¬ 
ment on just what in the national eco¬ 
nomy IS most conducive to such poli¬ 
tical behaviour. On the one hand, 
then: is evidence to suggest that a short- 
tenn decline in the national economy 
is correlated with the degree of vio¬ 
lence that the nation tends to experi¬ 
ence. Several empirical analyses of 
differing populations at different times 
in history converge on the point that 
wheat or bread prices are correlated 
with the number or severity of overt 
mass protests.^ We also have the 
modern-day example of a food riot ex¬ 
emplified by the protests which erupt¬ 
ed in Poland, both in 1956 and as re- 
ctmtly as December 1970. On the 
otlier hand, there is evidence to suggest 
that just the opposite relationship may 
hold: namely, that agitations tend to 
swell during periods when economic 
conditions are improving. A major 
analytical work on violence in 114 
nations upheld the relationship between 
economic decline and degree of vio¬ 
lence, but the relationship did not hold 
at all for a smaller sample of 21 West¬ 
ern nations included in the same 
study.* Moreover, it has been re¬ 
peatedly suggested that the French. 
American and Russian revolutions have 
all erupted within the context of eco¬ 
nomies on the upswing.* 

Thus it may be said that there is no 
conclusive evidence that the state of 
the national economy — whether on 
the upswing or downswing (one as¬ 
sumes it is rarely static) — has, in it¬ 
self, any direct bearing upon eniplion 
of protest and political violence. In 
fact, ^ere is no reason why we should 


assume that eidier condition, by itself 
is conducive to mass violence. At 
most we are permitted to conclude that 
fluctuations in the economy will tend 
to have differential qualitative effects 
upon various subgroups within society. 
These effects can only be considered 
once we have looked more closely at 
factors which can more easily be meas¬ 
ured in tenns of their direct effect upon 
individual as well as collective beha¬ 
viour. 

For this reason we turn to*the effects 
which the immediate economic environ¬ 
ment may have upon protesters and 
would-be participants; and then we 
shall attempt to locate these individuals ' 
within their environment. In this re¬ 
gard two particular dimensions shoul^t 
mentioned: the absolute level of 
wealth which such individuals possess, 
and which tends to characterise their 
immediate environment; and the indivi- 
diial's economic position relative to 
those whom he considers the * mean¬ 
ingful others". 

Not is the Poorest Areas 

In the first place, whereas the affect 
t)f the national economy on the erup¬ 
tion of protests may be diflBcuIt to as¬ 
certain, the effect of conditions prevail¬ 
ing in the arc.as in which the protests 
take place may be more obviously in¬ 
fluential. Whereas the recent Polish 
riots did take place when the national 
economy was suffering a decline, the 
particular towns where the violence 
erupted were relatively better off.* 
With respect to rural unrest, in parti¬ 
cular, protests do not tend to breed in 
areas characterised by the greatest 
poverty or downward sloping econotnic 
conditions. This can be illustrated by 
what are becoming legion — historical 
examples drawn from information on 
European peasant rebellions.* A par¬ 
ticularly poignant illustration of this 
proposition is the Santhal Rebellion in 
nineteenth century Bengal, which oc¬ 
curred at the height of economic op^ 
portunity and prosperity for the tribes¬ 
men.* And Tocqueville found the 
greatest propensity for revolution in 
just those areas of France where eco¬ 
nomic conditions were comparatively 
good.^ 

In addition to the affect of econoihic 
fluctuations and levels of prosperity, the 
pattern of the distribution of wealth 
also may be of importance with respect 
to the propensity of individuals to par¬ 
ticipate in protests. Especially in rural 
areas, overt politioal protests do < not 
tend to erupt In those aresA exempliEed 
by greatest inequality with respe^ to 




342 





cfiMfcitl# ^ iitid. In mk evtsa- 
five statislioil modem na¬ 
tions, Bmce fiMd t|ULt the^ 

was no strong retattom^p between die 
degree of inequality xeipecl to 

land distribution, and poUtioajl stabdity 
as measured by violent deaths per 
million.* An empirical study of South 
Vietnam reveals that those areas 
characterised by greatest inequality 
tended to be most peaceful and sup¬ 
portive of the Americans and the South 
Vietnam government.* An environ¬ 
ment of severe economic deprivation 
can have discouraging effects upon 
^ those who might appear to the socially 
^ distant observer as having the most lo 
revolt against. To rebel requires some 
‘^i^egree of hope of success, and extreme 
inequality of land distribution in itself 
would not appear to promote such 
hopefulness. It also often tends to 
evoke the gieatest fear and dependency 
in relationships prevailing between the 
have-nots and the haves. 

On AMONG THE PoOnEST PEOPLE 
On an individual level there seems 
to be a great deal of agreement among 
a wide variety of sources that partici¬ 
pants and sympathis<;rs with mass pro¬ 
tests are rarely from among the ixjorest 
in society. There seems to be a reluc¬ 
tance to even cqpsider this proposition 
by political elites entrusted with main¬ 
taining political order. Rather, there 
is a tendency to view protests as out¬ 
bursts of * riffraff'’ and the unemployed 
and unemployable; to associate lack of 
material resources with a propensity 
toward violence; and tx) proceed to 
view mass protests as essentially pro¬ 
blems of ‘^contror’, or at most as a 
call for token inputs or doles to “cool*' 
the restless at the bottom of the eco¬ 
nomic scale. In general, however, the 
poorest in society usually can do little 
more than ensure that they keep above 
the starvation level: all their energies 

— both physical as well as emotional 

— tend to be directed toward this 
end. 

Those who have some material le- 
sources to spare are more likely to b® 
able to afford risking participation in 
an openly defiant manner, or articulating 
dissatisfaction or hostility which might 
lead to such participation. This ap¬ 
pears to have been as applicable to 
Europe historically as it is there and 
elsewhere today.** A recent study of 
a slum area of a larg^ industrial city 
in England reveals that ^aggressive dis¬ 
satisfaction with the ley^ of earnings 
and .a keen ^sense qf being paid less 
than one is Worth more commonly 


encountered among the rdatively 
higher paid workers « . Data 
from America shows that ^ unem* 
ployed are not disproportionately re¬ 
presented among participants in speci¬ 
fically Negro agitations. Statistical data 
from Mexico, the United States and 
England indicate that those higher in 
the economic hierarchy — the skilled 
more than the unskilled — demonstrate 
greater fob dissatisfaction as well as 
more agreement with militant rhetoric.** 
Presented in Table 1 are data from the 
arrest records of two demonstration.s held 
in 1968, one in England, directed 
against Vietnam policies; the other in 
Chicago, during the Democratic National 
Convention. Where information is pro¬ 
vided, we find that the non-manual 
and skilled outnumber the unskilled. 
It may also be noted that in both cases 
the unemployed represent a fifth to a 
fourth of those arrested. It is impor¬ 
tant, however, to recognise that a re¬ 
liance upon statistics drawn from 
among arrested individuals may be 
grossly misleading: at least in the case 
of the English demonstration we know 
that non-students of all categories — 
employed and unemployed — repre¬ 
sented only a fourth of all those who 
participated in the demonstration. 

II 

The Social Milieu 

Until very recently the concept of 
anomie was considered a key to an 
understanding of instability, especially 
in urban areas. The logic — based 
largely upon Diurkheim's original for¬ 
mulations — ran that those who can 
find no place in the social order are 
obviously ripe for recruitment to groups 
which tend to disrupt that order. In 
particular, it has been argued that ur¬ 
banisation — the movement of large 
numbers of presumably comfortably 
ensconced villagers to a city which 
lacks not only the warmth of rural re¬ 
lationships but the certainty of tradi¬ 
tional values —‘ tends to produce this 
t>-pe of restless, potentially mobilisable 
individual. 

There is little doubt that protesters 
are more likely to be among urban than 
rural populations. One survey in India 
points out clearly that compared to vil¬ 
lagers, urban-dwellers are much more 
likely to express dissatisfaction with and 
distrust of public ofiBcials.** In another 
survey 2,400 Indians were asked, “Do 
you think that public demonstrations are 
or are not a useful way of getting the 
authorities to do the right things or cor¬ 
rect some wrongs?" Approximatdy half 
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of the urban-dwellers sampled agreed 
they wore useful, while only six per 
cent of the rural sample felt this way, 
Moreovi'r whereas less than one per 
cent of the rural sample admitted diat 
they had participated in a demonstra¬ 
tion, almost 17 per cent of the urban 
sample did.*' 

LoNG-'iiAfE Resident, Not Newcqmib 

We do not seem justified, however, 
in blaming tlie process of urbanisation, 
ipso facto, for this phenomenon. The 
urban environment merely by the fact 
that it envelops large numbers of peo¬ 
ple together in close quarters does 
thereby facilitate their political mobili¬ 
sation. But, in the course of recent, 
wide-ranging empirical investigations, it 
has been discovered that in almost every 
case, it is not the newcomer to the city 
who is most likely to join demonstra¬ 
tions. Rather, it tends to be the local, 
socially integrated urban resident who is 
represented among the militant, much 
out of proportion to his numbers 
vis migrants; that, compared to the mi¬ 
grant it is the uiban-bom who tends to 
possess higher status aspirations and is 
leSsS satisfied with his job, the inference 
being that he is then more likely to be 
frustrated and therefore more prone to 
join protests and demonstrations.** In 
India it has been found that luban mi¬ 
grants were not as favourably disposed 
to the use of demonstrations as were 
long-time residents of the city.** And, 
going back into history, a recent study 
of urban turbulence in nineteenth cen¬ 
tury France reveals that there is no 
consistent relationship between frequen¬ 
cy of violent conflicts in departments 
and rates of increase of urban popula¬ 
tion in the cities dominating those 
departments.'^ 

The explanatory power of the anomie 
concept seems most threatened by a 
finding of a study of Negroes in two 
American cities which had experienced 
severe agitations: oennpared to the 
non-militants, the militant Negroes 
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tended to sodalifie more* felt a stronger 
sense of identity with a pestloiilar 
group* and were memben of more or- 
ganisatkms.^ Obviously partidpatioD 
for such persons can hardly represent 
the urge to fulfil a de^y felt need for 
lost warmth and solidarity. Findings 
such as these stand in stark contrast not 
only to the explanatory powers attri¬ 
buted to the concept of anomie; but also 
to the conventional liberal image of the 
ideal democratic dtizen whose support 
for the system is considered dependable 
largely because the political is but one 
limited facet in a rich assodational life. 

^ Mainly Middue Class 

to the particular sodal stratum 
"^'^th which militants tend to identify* 
there is data to suggest that aside from 
, instances of protests specifically direct¬ 
ed towards bettering working conditions 
for the working class, participants of 
most u^an mass protests are middle 
class, either by self-identification* or as 
reflective of their orientation and the va¬ 
lues they esx>ouse. One study of Ame¬ 
rican Negroes revealed that those es¬ 
pousing militant ideas also tended to 
reflect more middle class attitudes to¬ 
ward money, work and the like than 
did non-militants, who tended to en¬ 
dorse more values associated with the 
lower classes.® Regarding India* Bay- 
ley suggests — without going into de¬ 
tail — that there is “considerable evi¬ 
dence that the worse violence [in India] 
in the last twenty years has erupted 
from middle-class grievances/*® 

There is also some data to suggest 
that the educated are more prone to 
approve of or participate in protests than 
the uneducated. Negro rioters interview¬ 
ed in America tended to have more 
education than others in their neigh¬ 
bourhood.®* It is probably of little sur¬ 
prise that almost 60 per cent of Indian 
university students tead to approve of 
public demonstratioDB.® And* in a 
study of students in Cologne* Germany* 
political disenchantment —- a predispo- 
sibon whidi possibly could lead to po¬ 
litical protest action — tended to be 
stronger apiong what might be consi¬ 
dered the more middle-dass university 
students* than among those undergoing 
vocational training.® 

Ill 

Rank Disequilibrium 

Thus far we have attempted to iso¬ 
late the social and economic factors 
whic^ tend to dbaracltorise those who 
are either prone to bi mass 

protest behaviour* or have already parti¬ 


cipated in it Although the emplrtcal 
data on the subject continues to grow* 
we still are able to consider as reason¬ 
able generalities only a few, primarily 
negative propositions with respect to 
such participants. Thus* as we have 
pointed out protests tend to take place 
not among the very poorest; not in the 
poorest rural areas; cot among those 
lowest in the status hierarchy; not 
among the newest urban residents* de- 
mographically; not among the unedu¬ 
cated. These findings lend a direction 
to our thinking. But we are still left 
wondering how mudi wealth* how de¬ 
veloped an area, how high a status* 
how much education* bow long a lesi- 
dency is necessaiy before one can gene¬ 
ralise about — and even more impor¬ 
tant be in a position to predict •— the 
*\vho** of participation. In fact* answers 
to such questions probably cannot be 
provided in quite the manner in which 
these questions have been posed. They 
depend on a variety of contextual con¬ 
ditions, each of which may exerdse its 
power — both by itself and in combina¬ 
tion — to detennine the nature of the 
participants. 

What is, however, perhaps of even 
greater relevance than the delimitation 
of the social, economic and demographic 
boundaries of potentially violent protes¬ 
ters, is the affect of their relative posi¬ 
tion vis-a-vis those whom they consider 
significant others. The area included 
within such an inquiiy is a broad one 
for it requires probing which borders on, 
and indeed ought to include* the realm 
of the psychological. It contains with¬ 
in its scope a wide range of areas with¬ 
in which an individual might feel rela¬ 
tively deprived: eg, economic values, 
social status, education and power. Ob¬ 
viously we can only indicate here some 
of the more relevant areas for attention. 

Hierarchical Discrepancies 

One approach to the analysis of this 
problem is to recognise, as did Aristotle 
in his “Politics", that men become dis¬ 
satisfied and rebellious when there is 
some discrepancy in the hierarchical 
positions which they occupy in the va¬ 
rious dimensions of their life. Perhaps 
one of the most common discrepancies 
which* throughout history, has led to 
disniption of the public order is the 
possession of wealth without concomi¬ 
tant access to x>owGr. The entire history 
of constitutionalism in England would 
seem to bear out this pattern: as each 
group in the social hierarchy gained 
status in the ecoDomic realm, it fdlt 
forced to press its demands for recog¬ 
nition in the political realm as walL 


Only slowly* in fact; and only In res* 
poose to what could be deemed at die 
time a-constitutional protestations on the 
part of these strata, was the vote and 
powder extended down the hierarchy, 
beginning with the Magna Carta to the 
various reform bills extending suffrage 
to commercial, industrial and finally la¬ 
bouring men. This was also the basis of 
the American Revolution — essentially 
a middle class revolt against economic 
taxation without poUtical representation. 
And, needless to add, this characteris¬ 
ed the (^arly stages of the Indian inde¬ 
pendence struggle as well. In this con¬ 
nection one would do well to examine 
various agitations for regional autono¬ 
my: lor, probing beyond the surf ate 
rhetoric, one may well find that these 
demands reflect, on the i>ait of those 
who have already gained economic 
power, “discontent over lack of partici¬ 
patory values".*’ As Crane Brinton has 
suggested with respect to the most ex¬ 
treme form of civil disorder — revo¬ 
lution : 

“Long before Marx* long before 
Harrington’s “Oceana", practical men 
knew that political power and social 
distinction are the handmaids of eco¬ 
nomic i)ower. Where wealth, certain¬ 
ly the second or third generation of 
wealth, cannot buy ever 3 rthing — 
everything of this world, at any rate 
— you have a fairly reliable prelimi¬ 
nary sign of revolution/’® 

Political protests need not be* and in 
fact probably rarely are* for political 

values alone. There may be, for in¬ 

stance* rank disequilibrium with respect 
to economic and educational values. On 
the macro level* in a study of 84 na¬ 
tions, investigators found that a rapid 
increase in proportion of population te- 
ceiving education combined with a slow 
rate of percentage change in per capita 
gross domestic product is most condu¬ 
cive to political unrest.® One need 
only look also at the agitational role of 
the educated youth in such States as 
Kerala and West Bengal and the exra- 
tic eruptions of student violence 
throughout the Indian university system 
for examples of this type of disequili¬ 
brium. For, if one is willing to peer 
beyond the manifest causes of such par¬ 
ticipation, one may indeed find that 
there is a wide discrepancy between the 
expectations with which students (and 
perhaps even more so their parents) 
have of what education should bring 
Jn terms of rewards, and the actual op¬ 
portunities which they soon realise the 
economic system can provide. Earlier 
we noted that the factor of unemploy¬ 
ment seemed overestimated in tradi¬ 
tional discussions about p rotes ters: 
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that by itsdf unemploymeat wu not a 
partially relevant characteristic of 
the typical protester. But it is impor¬ 
tant to note that unemployment, con¬ 
sidered together with educational level 
may prove to significantly affect predis¬ 
positions toward participation in pro¬ 
tests. 

Educaiionai. and Social. Status 

The disequilibrium which can result 
from a discrepancy between one's edu¬ 
cational and social status may also pro¬ 
vide grounds for discontent and poten¬ 
tial revolt. This may operate in the 
h. more obvious manner: that is, in the 
'^case of those who may have high edu¬ 
cational status but are still considered 
' pariahs. Until very recently, and 

until, in fact they protested against it, 

^ this was the case of many American 
Negroes. The proposition, however, is 
also reversible: Indian illiterates of 
high ca^e, for instance, would appear 
to feel much greater political inefficacy, 
and express much less confidence in the 
adeninistradon (both attitudes conducive 
to potential participation in protests), 
than low caste persons of similar edu¬ 
cational status.*** Obviously the latter 
experience far less discrepancy between 
their social and educational status than 
do those of high caste. Moreover the 
discrepancy theory, continues to hold, 
at least with respect to attitudes toward 
the administration, if one considers 
those who have some education: tliere 
the low caste educated sample is con¬ 
siderably more critical than the high 
caste educated respondents. 

Status discrepancies affect the pro¬ 
pensity of individuals to join in politi¬ 
cal protests for several reasons. On the 
psychological level, it is doubtless dis¬ 
turbing to an individual if he has gained 
respect, not to speak of intrinsically be¬ 


neficial goods from one dimension of his 
life, but finds he is unable to achieve 
‘ si m i l a r recognition and benefit in 
another. Moreover persons in possession 
of one set of values or resources are 
often in a position thereby to use these 
resources to gain others. When they 
cannot do so, they may feel especially 
deprived, a condition which may lead 
them to place blame on some part of 
*‘the system”. This type of predisposi¬ 
tion is often a prelude to participation 
in some mass demonstration against 
that system. 

In highly structured societies we 
often find a pattern of cumulative dis¬ 
tribution of resources: at the top a 
small group ranks high oh the posses¬ 
sion of resources in several areas: eco¬ 
nomic, social, political; at the bottom 
there are large numbers who, one might 
say can be characterised by cumulative 
deprivation: they possess neither wealth 
nor the goods that money can buy; 
they exercise no power: they have lit¬ 
tle or no education. We have already 
indicated that those persons at “the 
bottom” are the ones least likely to be 
drawn into protest movements. On thp 
other hand, it may happen that an indi¬ 
vidual from this category may gain ac¬ 
cess to one type of resource — eg 
some surplus wealth or education. 
Through it he may then gain other 
resources and in the course of this de¬ 
velopment both his aspirations as well 
as his self-confidence may rise. If, on 
the other hand, the process once having 
begun becomes stymied, die loss of in¬ 
accessible gains may be felt all the 
more; and individuals so afflicted may 
consider all available means — consti¬ 
tutional and otheiAviso — to protest and 
right the situation. I.ax)ked at from a 
wider level, then, we might hypothe¬ 
sise that as the pattern of cumulative 
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distribution of resources beghis to break 
down, and the middle classes begin to 
grow, unless sufficient channels axe 
available for the ensuing upward mobi¬ 
lity on a number of variables for large 
numbers of people, instability and dis¬ 
order will tend to increase. Obviously 
this condition tends to characterise the 
developing societies. It is one reason 
why we need not be suri>ri5ed that pro¬ 
test and violence is definitely on the 
increase in this country. 

IV 

Personal and Political Efficacy 

Some who suffer the status disequili¬ 
brium we have been describing, finding 
that their success in some areas is not 
matched by equal success in other 
areas, actually become withdrawn, alie¬ 
nated from the system they may silent¬ 
ly blame, doubtful of their own i>erso- 
nal abilities, beset by feelings of hope¬ 
lessness regarding theirs and the sys¬ 
tem’s future. These are not, however, 
the persons who tend to join protests. 
What little empirical data we have 
seems to point to the fact that persons 
who do join such protests have quite 
liigh hopes for the future; that com¬ 
pared to those of similar status who do 
not participate, those who do partici¬ 
pate have a higher regard for their own 
personal capabilities and personal effi¬ 
cacy. Independent studies conducted in 
three riot-affected cities of the United 
States reveal consistently that those per¬ 
sons who tended to score highest on 
feelings of militancy were also those who 
felt they could and should shape their 
own destinies. 

Perhaps the most interesting illustra¬ 
tion of this point emerges from a study 
in D<;troit, Michigan, where investiga¬ 
tors had the rare opportunity oi ques¬ 
tioning Negroes a year before riots 
erupted regarding their personal feel¬ 
ings of efficacy; they then interview¬ 
ed them regarding their views of the 
liots while the latter were in progress. 
(Thus there was hanlly any chance ot 
contamination of dependent by indepen¬ 
dent variables.) All of those who were 
ranked high on personal efficacy, i c, 
those who felt that they could to a 
large extent shape their own personal 
destiny, approved of the riots. 

This type of finding obviously re¬ 
quires extensive corroboration from 
other cultural settings before we can 
accept its relevance. If it does hold 
cross-nationally, it provides us with a 
stimulating hypothesis which unmasks 
the commonly held myth that those who 
support violence or participate in it are 
for the most part psychological cripples. 


Table 2; Siatus Discbepancy and Poijtical SurroHT and Efficacy among 

Urbanites*' 

(l^erccnlagcs) 





Illiterates 

Some Education 




High Low 

High 

Low 




Caste Caste 

Caste 

Caste 

Those scoring lowest on support of 





administration 



43 29 

32 

53 

Those scoring lowest on self-confi- 





dence regarding 

one's influence on 





political decision-making 


59 35 

27 

28 


Table 3; Evaluation of the Riot*- 



(Based on the 

open-ended question: 

‘What do you think has been happening 


in Detroit in 

the 

last few daysf' ) 



Personal Efficacy 

Good 

Uncertain Bad 

X2 

P 


<Per Cent) (Per Cent) (Per Cent) 



High 

100 

57 

24 

13.07 

.01 

Low 

0 

33 

67 
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Hera m leece&m jfktmp lof pMId* 
pADts faeipi Ibofa who, bavibig ipamed 
tbair avm a»pablUtlat in ganara!, and 
then aiiiwtaed « given tUoatioii In whldi 
they fed these capabllltiei are thWart- 
edr tend then — often realisticaily — 
to isolate the systemic or instihitioDd 
factor responsible and proceed to do 
something about it. 

Lmue Trust in OmczALS 

It is also possible to suggest that 
those who tend to support or partici¬ 
pate in protest activity also tend to 
have less trust in officials* and less con¬ 
fidence in their own ability to work 
through them to achieve political ends; 
this, it may be added, will bold des- 
the fact that these same individuals 
may otherwise have a high degree 
of confidence in and evaluation of them¬ 
selves.*^ By analytically distinguishing 
between, on the one hand, feelings of 
powerlessness and inefficacy as a per¬ 
sonality variable, akid on die otiber 
hand, political powerlessness and ineffi¬ 
cacy, we are perhaps able to enhance 
our understanding of the motivations of 
those who are prone to demonstrate 
against the government. The propensity 
to distrust public ofi^ials, and to feel 
powerless with respect to influencing 
public affairs may, in fact, reflect an 
intelligent realistic assessment of the 
political situation. Supportive data for 
this lies not only in the fact that mili¬ 
tants may score both high on personal 
efficacy and low on trust In officials. A 
rural survey in India reveals that there 
is no relationship between fe^ngs of 
politfcal efficacy, end such personality 
variables as ranking on the trust-in¬ 
people and audiorRarian scales. This 
study simultaneously revealed a dear 
relationship between political inefilcacy 
and structural variables such as the res- 
pondenfs social, economic and educa¬ 
tional standing.** 

Until recendy, as we have already in¬ 
dicated, it wee generally assumed that 
those who tended to use violence or 
became recruits for mass movements 
and demonstrations were suffering ficom 
anomie, aUenatlon, bopdessness; that 
indeed, tfaere was a jiathological ele¬ 
ment attached to this type of bdiaylour. 
Edioing the sentiments of LeBon, who 
was one of the Brit to analyse mass be¬ 
haviour, sodil sdentisti and policy- 
makers alflce setaed to reflect some- 
times fear, somettmes even contempt 
for the. paitld^panta. Oriented toward 
vIewjbiSg mail {Mibtfoal bihaViotir as ir^ 
lationa} euAuiila tage by penons in- 
catuiUe tt cAer tyjgel of behaviour, a 
ffofymanfligt chofeebut to con^ 


oentrate almost arduslvdy on bow Best 
to control pmteris onos d^y brnho out; 
eg, on sudi problems as when dumld 
troops be called in; when should flrfeg 
be condoned; how should the mass me¬ 
dia be restrained. 

Unfortunately, this attitude has not 
ocmpletely disappeared. But a new ori¬ 
entation to the problem of violence Is 
slowly developing, which is built on a 
different, and, we might add, a more 
empirically validated assessment of the 
individuals who participate* It rests on 
the premise that individuals tend to 
participate not because they are, both 
subjectively and objectively, incapable 
of other modes of behaviour, but be¬ 
cause they consciously and hcq^ully 
believe that their beha^our Is the most 
rational manner of achieving particu¬ 
lar strongly felt needs. FVom this view¬ 
point, such individuals are seen as more 
than part of the “herd" or "crowd". Un¬ 
doubtedly they are emotionally aroused 
over some issue or problem: but this 
emotionalism need not be considered in¬ 
consistent with their capacity to ration¬ 
ally determine their actions, or puipo- 
sively select appropriate modes for 
achieving their desired ends. As Han¬ 
nah Arendt has written with respect to 
violence: 

“Only where there is reason to sus¬ 
pect that conditions could be chang¬ 
ed and are not does rage arise. .. 
under certain circumstances violence 
... is the only way to set the scales 
of justice right again ... In this s^ise 
rage and the violence that sometimes 
.. goes with it belong among 
the 'natural* human emotions ... In 
order to res^^d reasonably one 
must fir<?t of all be 'moved', and the 
opiK)®ite of emotional is not 'rational', 
whatever that may mean, but either 
the kiabditv to be moved, usually a 
pathological phenomenon, or senti¬ 
mentality, which is a perversion of 
feeling.' ** 

POtlOY iMPtaCAnOMi 

Sudi an outlook iambei that given 
unjust conditions, those who are arous¬ 
ed to a sense of rage and action are 
worthy of xespect Policy implications 
of such a premise are dear: the pro¬ 
blem of unrest and protests must be 
viewed more bom tibe standpoint of 
preventkm thstn control; that the diffi¬ 
culties eiqperlfnoed by those aroused to 
participate in public action require far 
more serious attention and correction 
than hitherto may have seemed warrant¬ 
ed. It Is now incietsini^y apparent 
that once having "*put down** publio 
protests, govenndMts tend to grant 
many of the demands whidi had given 
Impetus to themi it wonld axgiear that 
a careful mqnltoring of Ae needs of 
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Aese taaah the onpikm poi^ may 
Jidp to prevent the disruption of 
pubUc onfer. In other words, deoMnds 
must be antfdpated; and, in the inte¬ 
rest of a continual reanpntisal of the 
bases for legitimacy of die publio order, 
they must be sensitively received and 
acted upon. There are times vdien the 
interests of society would require that 
the legitimacy of the polity be accord¬ 
ed precedence over legality. 

We cannot stress strongly enough, 
moreover, that while the pooi^ in so- 
dety appear to be die last to be re¬ 
cruited to protest movements, diey re¬ 
present too great a proportion of om 
total population to be ignored for too 
Icmg. Unless significant strides are madie 
to assess and aid in the fulfilment of 
their often unartlculated needs, it can 
be safely predicted that these poor will 
also, albeit at a slower pace, break out 
of die numbness of collective bewilder¬ 
ment. 

It is important to bear in mind that 
historically there has always been an 
intimate connection between die forms 
and content of social inquiry, and the 
societal pressures which have g^ven im¬ 
petus to them. Until 1848, for exam¬ 
ple, many governments in Europe con¬ 
ducted, as befitted the seriousness of 
purpose of bureaucrats, investigations 
into only selected industries. The first 
sodal surveys into the life and condi¬ 
tions of the masses were conducted 
largely by concerned citizens such as 
physicians and newspapermen in 
France. In Gemumy, in fact, diose 
academics whose conscience and con¬ 
cern led them to study the living con¬ 
ditions of the working class were de¬ 
rided as “socialists of the chair". It 
was mainly die revolutionary conditions 
of 1848 in Palis and elsewhere which 
helped to legitimise the social survey, 
for from that time onwards it rapidly 
became an integral part of official in¬ 
quiries, and to “listen" to the masses 
became acceptable. 

Data and analysis of protesters' de¬ 
mands are largely wanting in our ^ 
country. The neglect of this dimen¬ 
sion sodo-poUtical reality speaks by 
itself for the role and priorities of our 
sodal sdences. What is necessary be¬ 
yond quantitative profiles, moreover, is 
a deliberate and humane rfort at 
understanding die interior life and the^ 
daily routines of our people. This be¬ 
comes all the more important in a 
country sudi as ours where the socia¬ 
lisation patterns and die life experi¬ 
ences of social sdentists, not to speak 
of political and administsativ# elites, 
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have uAiall> been far removed fmh 
tboso of the more typical citteen. Tliis 
type of inquiry would facilitate the ac¬ 
quisition of relevance to social inquiry 

Finally it should be noted th^t in the 
process of inquiring into the phenome¬ 
non of mass protest, it is often neces¬ 
sary, as it has been in this article, to 
rely heavily upon data which is both 
spatially and chronologically distant 
from our own country and point in 
time. There is (as we have noted) a 
need for caution ui applying the find¬ 
ings of such wide-ranging materials to 
Indian conditions Infonnation must 
be acquired in much greater volume 
and sensitivity from among our own 
people in order to more accurately as¬ 
sess the extent to which sudi findings 
from othci imitux can be of use. We 
can ignore, only at our own risk, the 
types of questions which these findings 
raise about those who have chosen a 
mode of political communication called 
protest 
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(In Memoriam: Michael Kaiecki) 

A K Bagchl 


Underdevelopment of the countries of the Third World is a direct result of the interaction of ex- 
ponding capitalism with the pre-capitalist societies of the Third World, The interactions began with the 
European expansion of the fifteenth and sixteenth centuries and has continued down to the prese^ 
day. The societies of the dominated countries changed radically in the process but did not become mir¬ 
ror-images of the metropolitan capitalist societies. The precise changes in these societies depended on the 
pre-existing social structure. But the end result was for all of them the creation of a state of backward¬ 
ness in relation to the advanced capitalist societies. 

The present notes are, strictly speaking, explorations in methodology. It is submitted that only 
confusion can arise in treating pure competition as the rule and monopolistic structures as the exception 
^ under capitalism. Among academic economists, Piero Sraffa was one of the first to stress that the theory 
^ of monopoly should swallow up the theory of firm behaviour. But by the beginning of the twentieth cen- 
tjiry Marxists led by Lenin, Bukharin, Hilferding and Rosa Luxemburg had grasped the same point and 
'^applied it to the study of advanced capitalist societies as a whole. Some recent findings in this field 
make this position now virtually unimpeachable. 

The older approach to underdevelopment in terms of climatic conditions and national or racial charac¬ 
teristics has now found a respectable garb in the theory that the ^'initial conditions** of the underdevelop¬ 
ed countries were not right for sustained economic growth. Such an approach fails to recognise the dyna¬ 
mic or, rather, the dialectical nature of the problem of development. Curiously enough, in an age which 
IS characterised by man's progressive victory over nature, this approach emphasises the '"natural** con¬ 
ditions on development! 

These notes also summarise some of the things we already know about the processes of interaction 
between underdeveloped and advanced countries and question some dogmas which are implicit in the 
current ideology regarding underdevelopment. Among other things, it is claimed that 

(a) the seeds of economic progress need not be sought in the same type of capitalist or pre-capitalist 
society everywhere (correspondingly, there is no reason why every society aiming at socialism 
should pass through the capitalist stage—a point which is not elaborated in the present article}; 

(b) the progress of particular societies has often been uneven and such unevenness has been imposed 
by developments in other societies: 

(c) the phenomena of trade and money have taken very different forms in different societies and 
have had very different effects: and, 

(df the relation between economic growth and demographic change must be viewed as a dialectical 
one. 


UNDERDEVELOPMENT of countries 
of the Third World is a direct result 
of the interaction of expanding capital¬ 
ism with the pre-capitajist societies of 
♦he Third World. The interaction 
began with the European expansion of 
the fifteenth and sixteenth centuries 
and has continued down to the present 
day. The societies of the dominated 
countries changed radically in the 
process but did not become mirror- 
images of the metropolitan capitalist 
societies. The precise changes in 
these societies depended on the pre¬ 
existing social structure. But the end 
result was for all of them the creation 
of a state of backwardness in relation 
to the advanced capitalist societies. 

These notes are, strictly speaking, 
explorations in methodology. It is sub- 
niittedr firsts that only confusion can 
arise from treating pure competition 
as the rule and monopolistic structure 
as the exceptlofi under oapitaRsm. 
^mong academio economists, Piero 


Sraffa^ was one of the first to stress 
that the theory of monopoly should 
swallow up the theory of firm be¬ 
haviour. But Marxists led by Lenin, 
Bukharin, Hilferding and Rosa Luxem¬ 
burg had grasped the same point and 
applied it to the study of advanced 
capitalist societies as a whole by the 
beginning of the twentieth century. 
Some recent findings in this field make 
this position now virtually impeach¬ 
able. 

The older approach to underdeve¬ 
lopment in terms of climatic conditions 
and national or racial characteristics 
has now found a respectable garb in 
the theory that the “initial conditions” 
of the underdeveloped countries were 
not right for sustained economic 
growth. It seems to me that such an 
approach fails to recognise the dynamic 
or, rather, the dialectical nature of 
the problem of development. Curiously 
enough, in an age which is characteris¬ 
ed by man’s progressive victory over 
nature, this approach emphasises the 


“natural” conditions on development I 
I want also to summarise some of 
the things we already know about the 
processes of interaction between 
underdeveloped and advanced coun¬ 
tries and question some dogmas which 
are implicit in the cunent ideology 
regarding underdevelopment. Among 
other things, it is claimed (a) that the 
seeds of economic progress need not 
be sought in the same type of capitalist 
or prc-capitalist society everywhere 
(that correspondingly there is no reason 
why every society aiming at socialism 
should pass through the capitalist 
stage — a point which I have not 
elaborated in the present article), (b) 
that the progress of particular societies 
has often been uneven and that such 
unevenness has also been imposed by 
developments in other societies, (c) 
that the phenomena of trade and 
money have taken very different forms 
in different societies and have had 
very different effects, and (d) that the 
relation between economic growth and 
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demographic change must be viewed 
as a dialectical one.. 

I 

Let us first look at the consequences 
of the assumption that capitalism is 
governed primarily by the rules of 
pure (or perfect) competition. Then 
in the absence of external economies 
(and most external economies in the 
static sense have been found to be 
cither not very important or reducible 
to internal economics of some other 
firm), the production system can be 
shown to be statically ctficienf. Dyna¬ 
mic or intertemporal efficiency cannot 
usually be achieved under pure compe¬ 
tition without postulating some sort of 
co-ordinator. But if no significant 
redistribution of incomes takes place 
and savers* intentions are exactly trans¬ 
lated into actual investment decisions, 
the system can be shown to be **step- 
wise efficient’* a la Leontief.* 

The distinction between workers 
and capitalists is not abolished in the 
model of pure competition. But ideally 
speaking, the choice between being a 
worker and being a capitalist should 
depend entirely on the relative 
efficiency of a person in the manage¬ 
ment ol capital and in manual work. 
If a person is inefficient in managing 
his capital, he should hand it over to 
mpre efficient managers and become a 
manual worker himself; if he does not 
do that, he will gradually lose his 
capital and seek work as a manual 
worker anyway. No special advantages 
accrue to him because of inheritance 
of a large amount of capital, except 
that he will enjoy a normal rate of 
profit if he is wi.se in the choice of his 
profession. On the other side, if a 
wage-earner is dissatisfied with his 
wage, he can try his hand at being a 
capitalist because in the perfect capital 
market he can borrow as much as he 
likes at the going rate of interest. 

In this model, the differences be¬ 
tween two economies would arise only 
because of differences in their natural 
endowments (this is the basic hypo¬ 
thesis behind both the comparative 
advantage and the Heckscher-Ohlin 
theories of international trade, after 
all). The difference between primary- 
producing and industrialised economies 
would arise mainly because of efficient 
international specialisation. (Some place 
could probably be found in this model 
for specialisation on the basis of 
experience, but only at the cost of 
further straining the plausibility of its 
other assumptions.) The differences 
in rates of economic growth between 


different economies would also arise 
because of different degrees of tbrifti- 
ness, different degrees of diligence or 
skill and different degrees of operation 
of the free market. Since the growth 
of pre-capitalist economies is hindered 
by “irrational*^ forces, the basic duty 
of the state is to remove market im¬ 
perfections and foster free enterprise. 

There is one fundamental reason 
why a model of pure competition is 
bound to be a poor approximation to 
the working of a capitalist economy. 
In this model, the price is determined 
by the intersection of the market sup¬ 
ply and demand curves, and the seller 
(buyer) merely decides on the quality 
he will sell (buy). In a situation of dis¬ 
equilibrium, there is nobody who can 
take the decision to change the price. 
If anybody does take a decision about 
changing the price, he must influence 
the price by his own action. Therefore, 
in a situation of disequilibrium, the 
market will be fragmented into a num¬ 
ber of groups within each of which 
sellers and buyers have a determinate 
individual influence on the price.^ 

In the world of Walras this difficulty 
was got over by postulating an auctio¬ 
neer who does not permit any actual 
exchanges except at the equilibrium 
price. In this world then any disturb¬ 
ance of equilibrium is corrected by a 
timeless passage to a (new) equilibrium. 
Leijonhufvnd has recently stressed that 
the passage from Walras* world to the 
world of Keynes, that is, the actual 
capitalist world, is effected by drop¬ 
ping the auctioneer and by allowing 
for finite lags in adjustment. It is one 
of the characteristics of capitalism that 
the equilibrium is continually being 
disturbed by (autonomous or induced) 
changes in tastes and techniques. If the 
shift in the functions is permanent, 
then it will lead to the permanent 
underutilisation of fixed capital (uptll 
it is scrapped) and obsolescence of the 
skill of trained labour. Even if the 
shift is not permanent, traders, manu¬ 
facturers and workers will have to 
search out new markets before they 
can be employed again. In the case of 
labour, retraining for new occupations 
or movement to new locations will 
involve time and cost. In the meantime 
the (temporary or permanent, local or 
national) fall in demand for a product 
or the services of labour will make 
itself felt throughout the economy 
through the familiar multiplier process.* 

Under the usual conditions of capital* 
ism, the sellers of labour or of com¬ 
modities have to tcdLe into account 
their realised incomes and o^ot fust 


imagine what their income would 
U full employment were achieved. 
Workers and capitalists then have at 
least temporarily to hold their wages 
and prices rigid in money terms and 
search out markets. Keynes perceived 
this clearly in the case of the labout 
market. Kalecki went farther ahd re^ 
cognised its implication also for com¬ 
modity markets: “Generally speaking, 
changes in the prices of finished goods 
are 'cost-determined* while (hanges in 
the prices of raw materials inclusive of 
primary foodstuffs are 'demand-deter¬ 
mined* ... The production of finished 
goods is elastic as a result of existing 
reserves of productive capacity. When 
demand increases it is met mainly by 
an increase in the volume of production'' 
while prices tend to remain stable.”® 
Kalecki used the concept of the degree 
of monopoly to characterise the ratio 
of prices to prime costs and discussed 
factors governing changes in this 
magnitude. As he later explicitly noted: 
“As long as the resources of the eco¬ 
nomy are far from being fully utilised 
— and this I believe to be the typichl 
condition of a capitalist economy — 
the mark-up is determined by semi- 
monopolistic and monopolistic factors 
which I have nicknamed ‘degree of 
monopoly*.*'*" 

As soon as monopoly and oligopoly 
are allowed to dominate the capitalist 
scene, the instruments available to 
capitalists for achieving their goals are 
seen to be far more numerous. A firmer 
basis is also found for differentiation 
between capitalists and workers, and 
between advanced and underdeveloped 
capitalist economies. The connection 
between advancing capitalism and mili¬ 
tary conquests is seen not to be accid¬ 
ental as. for example, Schumpeter be¬ 
lieved it to be, but entirely logical in the 
context of the modus operandi of capi¬ 
talism, for as Rothschild put it, ‘^die 
oligopoIyLtheorist's classical literature 
can neither be Newton and Darwin, nor 
can it be Freqd; he will have to turn 
to Clausewitz*s 'Principles of War*'^^ 

Of course, the typical size of the 
firm under capitalism has changed en^ 
onnously since the fifteenth and six¬ 
teenth centuries. Further, the basM 
of monopoly have al&o changed from 
royal charters, guild restrictions, inter¬ 
na] tariffs to concentration and central¬ 
isation of capital, economies of scglle 
in techniques, management, 
and marketing, patent extemaf 

tariffii and trade testrictiona id gea ft tri L 
But nevertheless, It has to he reidiaa^ 
that cspitallam has used reetrk^apa 
ai4 jlmitHtdittienm'- of idl* 



and eoloitWl * ccmqttetfta to Ita feleittt- 
less march during tha laat five centu** 
ries. The restrictions and protective 
devices in underdeveloped countries 
which hampered the interests of capi¬ 
talist countries were ruthlessly remov* 
ed; but those which fostered these 
interests were carefully preserved. 

The advance of capitalism into 
areas under the domination of other 
modes of production meant the des¬ 
truction of ordinary people’s liveli¬ 
hood and the conversion of the 
erstwhile rulers into either paupers or 
minor functionaries of the colonial 
power. There was rarely enough 
^ growth in these countries to utilise 
the human and capital resources fully. 
;p^?rndcr Such conditions, the ‘market* 
or ‘the invisible hand' could not ope¬ 
rate unrestrictedly* In particular, the 
use of free labour and the transfera¬ 
bility of land were hedged about with 
many restrictions — some of them 
newly'forged by the occupying powei. 
The so-called ‘progressive^ role of 
capitalism in such countries must not 
blind us to the paradoxical fact that 
the freedom of the market is hamper¬ 
ed in the very interests of marauding 
capitalism. 

n 

In the recent literature on develop¬ 
ment, the explanation of the develop¬ 
ment of different countries has 
proceeded largely is terms of differen¬ 
ces in initial conditions at the beginn¬ 
ing of the 19th century. Further, 
these initial conditions have been 
reduced to certain measurable magm- 
tudes — such as the per capita 
income, the percentage of savings to 
national income, the level of consump¬ 
tion, etc.® This approach can be 
criticised mainly on two counts, viz, 
the choice of the data, and the choice 
of the variables included in the initial 
conditions. It is ironical, that a group 
of theorists — including many neo¬ 
classical builders of models to explain 
economic growth along the lines of 
Tinbergen, Ahramovitz, Solow and 
Denison — who consistently leave out 
any magnitudes which are not crudely 
measurable and crudely economic 
Should accuse Maiac and the Marxists 
of '^economic determinism".* 

Confining our attention to the 
measurable magnitudes only, the con¬ 
trast that i$ usually drawn between 
the underdeveloped countries and the 
advanced capitalist nations at the time 
of their industrial revolution is too 
sharp; t^e rate of gavliig of the first 
iodustriaUstag coufitty, Britain, at the 


time of the industrial revblutlon was 
between 5 and 10 per cent, a rate 
which is matched or exceeded by many 
underdeveloped countries of today. 
The income per capita of many of the 
western European countries in the 
nineteenth century was probably not 
higher than that of many Latin Ame^ 
rican countries. In other aspects, the 
usual contrasts do highlight some strik¬ 
ing differences between western Euro¬ 
pean societies and the underdeveloped 
countries in the nineteenth century. 
In most western European countries a 
national bourgeois class had come to 
dominate the economy and was striving 
for complete control over the state 
power as well; there was no foreign 
power dictating economic policy nor 
was any foreign power continually 
frustrating the interests of the bour¬ 
geoisie in alliance with a pseudo-feudal 
class deriving its authority from the 
court and the control over land. 

Further, the initial conditions of the 
underdeveloped countries in the middle 
of the nineteenth century had alrerd 
been shaped by the impact of the 
European countries on the rest of the 
world. The interaction between the 
European capitalist societies and the 
underdeveloped countries had already 
been going on for several centuries. 
These centuries had gradually led to 
the strengthening of the capitalist 
class in European countnes and the 
crushing of all native strata in under¬ 
developed countries which might have 
emerged as national bourgeoisie and 
might have helped these countries to 
industrialise. We must remember that 
most European countries industrialised 
only after 1950; but their ‘initial 
conditions' had been shaped for a 
much larger period. The pioneer 
marauding countries — Spam and 
Portugal — somehow got shackled by 
their very conquests into a semi-feudal 
mould. But the countries which soon 
inherited the trade of the Iberian 
conquistadors and pirates were already 
being guided — at least in their exter? 
nal commerce — by their capitalist 
classes. Hence our focus of attention 
should be not the immediate precondi- 
Uons for industrialisation but the 
preconditions for a bour^ois revolu¬ 
tion which enabled European countnes 
and countries settled by Europeans 
later to industrialise.^^ It is well to 
remember here that Marx spent his hfe 
analysing the conditions for and the 
consequences of the ‘bourgeois revolu¬ 
tion* rather than the industrial revolu¬ 
tion as such. 

One of the mafor preconditions of 


the European adiieveiaent yfM i3ia u 
conquest of the underdeveloped cootH ' 
tries: if European countries had tq " 
effect their bourgeois revolutions and 
industrial revolutions, the underdeve¬ 
loped countries dominated by riiem 
could not do so. We shall return to 
this theme in a later section. 

m 

Smee capitalism in a developed form 
was born in western Europe, there 
has been a tendency to see the pat¬ 
tern of evolution of European societies 
as the Ideal pattern — though this 
extra-scientific notion has often been 
concealed by the attempt to fit the 
actual evolution of other societies also 
into this mould. The classical theory 
in this area is the Marxist idea that 
European society passed through four 
stages - primitive communism, an¬ 
cient slave economy, feudalism and 
capitalism — before it could pass into 
the stages of socialism and commu** 
nism. It IS now clear that Marx had 
recognised the European path of 
evolution as one among several possi¬ 
ble paths. On the basis of the slen¬ 
der information available to Marx he 
had recognised a distinct mode of 
production which he characterised as 
the ‘‘Asiatic mode”. According to one 
formalisation, in this mode, the cen¬ 
tralising authority is imposed on a col¬ 
lection of more or less self-sufficient 
village communities. Here, ‘‘the exploi¬ 
tation of the peasants and artisans by 
an aristocracy of nobles and officials 
of the state is not individual because 
forced labour is collective and land- 
rent is mixed up with tax and both are 
demanded by an official not in his own 
name but in that of his ofiice in the 
supenor community ... The individual, 
a free man within the community, is 
not protected by this liberty and this 
community of dependence with regard 
to the state ... The exploitation of 
man by man assumes, within the Asia¬ 
tic mode of production, a form which 
Marx has called ‘general slavery' dis¬ 
tinct in essence from the Graeco-Latin 
slavery, as it does not exclude the 
personal liberty of the individual, is 
not a relationship of dependence 
vk another individual and is achieved 
by the direct exploitation of one coni* 
munity by another.”** 

Karl Wittfogel developecL'the notion 
of the Asiatic mode — which was at 
best embryonic in Marx's writings^ and 
was never given a full stnictiure in the 
writings of Marx and Engela on Asiatic 
societies^* — into a grand theory ol 
hydraulic society. In this society the 
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fraction of the real produce of the land , 
may have acted as a (partial) insur-* i. 
ante against the starvation of the 
poorer people in times of bad harvests 
particularly if there was some pro¬ 
vision for communal storage of gram 
and if aristocratic power depended 
on the numbei of retainers over whom 
tie nobility held swav 


central authority has the function of 
maintaining large-scale irrigation works, 
and a homogeneous and self-recruiting 
bureaucracy lords it over undifferentiat¬ 
ed village communities Irfan Habib 
has pointed out that such a construct 
fits the cases of China and India very 
poorly the village communities were 
not undifferentiated, the bureaucracy 
was not wholly seJf-recruiting (there 
being many ladders for ascent into the 
aristocracy from lower levels of society) 
and large-scale irrigation works were 
either not there or were maintained 
bv the lower levels of government or 
local potentates or even peasants 
Further, the contradictions in Asiatic 
St cieties often blew up into peasant 
^ and regional revolts^ which altered the 
distribution of power and propeity and 
relations of production in general quite 
significantly 

For our purpose, however, the dis 
cussion on the Asiatic mode is import¬ 
ant because it illustrates that the ton 
tradiction between relations of pro¬ 
duction and forces of production c^n 
manifest itself in many other modes 
than the ones which characterised the 
evolution of European societies In 
ordei to postulate an evolutionary 
sequence, one does not have to try 
to fit non Euiopean societies into the 
Furopean mould One can claboiate 
and modify the ^‘Asiatic’ mode to allow 
for different degrees of importance of 
the collective investment or mainten 
ance activities supervised by the 
central authority, different layers of 
intermediates bureaucratic and/oi 
artistocratic - between the central 
authority and the lower-level commu¬ 
nities, different degrees of differentia¬ 
tion among the peasants and aitisans 
making up the productive labour force 
of society, and correspondingly differ¬ 
ent types and degrees of conflict bet 
ween the central authority, the inter¬ 
mediary authorities and the peasants 
and artisans. 

We now know that the base of the 
social pyramid in India at the time of 
the European invasions was not fo»m- 
ed by self-sufficient village communities 
there was considerable trade between 
different parts of the country and bet¬ 
ween India and the external world. Nor 
were the constituents of the village 
community in any sense equal. But the 
inequality created there was not creat¬ 
ed by fully capitalist relations with 
individual ownership of land.*' It is 
possible that the peculiar kind of un 
equal interdependence prevailing in 
the rural areas of India can be describ¬ 
ed in terms of a model of the iofmani 


system The jetfmani system was not 
properly described until 1936,’* and 
therefore, one might object that the 
-system was in fact the resultant of 
British impact on pie-existing Indian 
institutions As in aichaeology, we aie 
reduced to the device of trying to re 
construct a whole civilisation from 
some remaining structuics and ariifai is 

Briefly, the lafmam system is a system 
ot distribution in Indian villages 
whereby high-taste landowning families 
tailed lafmans are piovided strvKcs 
and products by various lower castes 
such as carpentcis polleis blacksmitl s 
Wdter-cainers, sweepers and Jaundiv 
men PurtU iitiial services may be pro¬ 
vided by Bidhnian pi tsts and vanuus 
seLtanan castes, and almost all serving 
castes have ceremonial duties at their 
/fl/muns biitbs, inaiiivges, funeials, and 
at some of the religious lestivals 
Ihe landowning pa\ the 

sciving castes in kind, with grain 
clothing, sugar fodder, and products 
like sugar and milk Pavment 
amount to a little ot evervthiin, puj 
duced on the land, in the pastures and 
in the kitchen Sometimes land is 
gianted to servants espctially in 
charity to Biahman pnests In this 
system the middle and lowci castes 
either subscribe to each others soivicts 
in return foi compens itions nnd pay 
ments, or evchange services with one 
another 

Although the above desciipU n luns 
in terms of Hindu castes and sub 
castes similar relations often pi evaded 
between landless Muslim labourers and 
artisans and the landowning stiata of 
society The system of haqs under 
which different haqdars had specihrd 
shaies m the produce of the same piece 
of land was not very dissimilar eithci 
Before land became, legally speaking 
a fieely saleable assit,** it ina> he mis 
leading to talk about ‘Mandownership* 
and “landlessness” in the modern 
sense What seems to have been i»uc 
was that different castes or diffcicnt 
gioups had defined rights in relation 
to the produce of the land and defined 
dunes in relation to communal or per 
sonal services — religious or secular 
These rights and duties were very un¬ 
equally distributed But the forces of 
inequality worked m this society in 
ways which were very different from 
those in which they worked in a 
mainly capitalist society In particular 
peasants (though not landless laboureis) 
enjoyed security of tenure on the land 
they cultivated. Further, the specifica¬ 
tion of returns to different groups in 
terms of a certain quantum or a certain 


This system merged, of toufsc, on 
one side with feudalism if feudalism 
was characterised b\ the existence of 
a ‘ subject peasantry” and if it meant 
‘the rigorous economic subjection of 
a host of humble folk to a few feudal 
men the land itself [being] valued 
because it enabled a lord to provide 
lumstlf with ‘intn' V® then (he /u/fwini 
svstem closely resembled the feudal 
one as fai as its impact on the peasan- 
tr\ was concerned However, in the 
Moghul agrarian system the element of 
bureaucracy was much more important 
than in classical European feudalism, 
a ^d in r’e Rajput kingdoms clans and 
tribes ra^'nr than \ issaK and kin'S 
dcuninarcd the show On the other 
sk1i‘ tin fiifriuini svstem merged with 
systems of agiestu slavery In speaking 
of Slav Cl y we must lemembcr that 
theic IS a wide spec ti uni between 
absolute ticcdom (whose unattainabi- 
hty was tin tragic theme of Albert 
Camus' “C align! i”) and absolute bond¬ 
age ‘‘One max speak of a spectrum 
of statuses h tween the two extremes 
of absolute nghtlessness and of 
absolute freedom to exercise all rights 
at aM times The latter has never 
existed, noi has the formei although 
the position of the slave in the Amen 
can South came very ne,ir to it 
Theic was a considerable amount of 
igrarian bondage ranging fiom seifdom 
and constraints imposed bv unlouch- 
ibililv to stiaighttoi waid domestic 
slavery in the south of India upto the 
middle of the nineteenth century.*-^ 
But such slavery must be distinguished 
from the classic il type of chattel 
slavery and too gicat a significance 
should not be attached to the legal 
abolition of slavery in India in the 
1840s 

The task is rather to undeistand how 
the various pre-capitalist institutions or 
modes of production were changed or 
adapted or magnified to suit the class 
interests of the capitalists of the metro¬ 
politan countries The (acile notion, 
for example, that because slavery was 
characteristic of many pre-capitaUst 
societies therefore capitalism must 
develop by abolishing it runs in the 
face of the fact that the largest orga¬ 
nised slave trade m human history took 
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place under capitalist auspices.^^ It 
would be hasty to conclude that the 
abolition of slavery was triggered by 
the fact that slavery had become un¬ 
profitable to the slave traders or even 
to individual capitalist countries;'^^ it 
would be better to see the abolition of 
slavery as a prerequisite for the triumph 
of industrial capitalism first in Britain 
and then in the USA. 

Again, a naive evocation of growth 
of trade or even of rise of money rent 
as the catalyst to dissolve all pre-capi¬ 
talist riyJdities will not serve our pur¬ 
pose. As Marc Bloch pointed out. “to 
reduce a very complicated system of 
payments (in the European Middle 
Ages) to one simple process of barter 
between producers or one-side pay¬ 
ments in kind by peasants forced to 
surrender a part of their harvest to 
•their feudal lords, saves the historian 
the trouble of inquiring whether in 
this kind of society, so very remote in 
all respects from ours, the instruments 
of exchange may not themselves have 
fulfilled functions very different from 
those of today or yesterday. 
“Money” performs very different func¬ 
tions and affects economic processes in 
very different ways in pre-capitalist and 
capitalist economies and some at least 
of the controversies among monetary 
theorists has been caused by the 
refusal to recognise • the evolution of 
“money” and of “trade”. 

In many modern underdeveloped 
societies, vigorous trade is attended 
with careful restrictions on the opera¬ 
tion of competitive forces.** Similarly, 
the operation of a capitalist system has 
been compatible with feudal relation 
between employers and labourers and 
between landlords and tenants in 
countries like India and Japan.*^ 

The introduction of external trade 
into a semi-subsistence economy has 
been credited with many virtues. Simi¬ 
larly, the production of agricultural 
commodities under capitalist conditions 
IS supposed to be attended with greater 
prosperity for farmers and greater 
investment in agriculture. However, in 
most cases the lure of a cash crop 
merely leads to the intensification of 
exploitation in agriculture and the dis¬ 
possession of peasants or tenants.*® 
'There is little in the logic of capitalism 

warrant the assumption that capita¬ 
lists can always, or even in general, 
niake more money by investing more 
m the land rather than by using the 
pre-capitaL’st mechanisms of exploita¬ 
tion. European planters in India often 
found it more profitable to become 
zamindars in the traditional Indian 


fashion than to turn into improving far¬ 
mers, when the profitability of the 
plantation for any reason declined; in 
any case, the planters had often simply 
forced the peasants to cultivate the 
crop on their own lands. 

To give only one example of the 
limited effectiveness of money in an 
underdeveloped economy, witness the 
abortiveness of much of the effort to 
bring down interest rates in the rural 
areas of underdeveloped countries. The 
traditional answer has always been that 
this is because of the lack of contact 
between organised and unorganised 
money markets. However, even when 
large landlords can borrow money at 
rather low rales of interest, the rates 
of interest paid by small peasants and 
landless labourers practically never 
come down. One suspects that it is the 
degree of exploitation inherent in the 
class structure which helps to keep up 
the rate of interest, and magic of money 
does work rather feebly to weaken that 
structure. 

IV 

One of the major forces affecting 
change in the relations between forces 
of production and the modes of pro¬ 
duction is population growth; on the 
other side, the pattern of population 
change is itself governed by conflicts 
between forces of production and 
relations of production. The decline of 
the European Middle Ages was, for 
instance, attended by a demographic 
decline, which was at least partly caused 
by the crisis in European feudalism. 
As Leopold Genicot puts it: “... the 
fall of population in the last analysis 
was no more than the fruit of a vici¬ 
ous economic system in which proper¬ 
ties and income were maldistributed. 
and which encouraged people to con¬ 
sume and not to invest. Left to 
itself, agriculture forms little capital 
which proprietors can employ in 
improvements which are often very 
costly. And such was the mediaeval 
social system that the little that was 
saved from consumption was deflected 
by the clergy and nobility into unpro¬ 
ductive expenditure. The abbeys main¬ 
tained at their principal seats and on 
their farms excessively large familia, 
and the monks themselves not infre¬ 
quently lived in great style. The 46 
monks at the abbey of Saint Martin de 
Tournai in 1289 kept 40 servants and 
57 horses. The lay lords were even 
more prodigal and ostentatious. The 
more the English barons extracted from 
their estates, the more they enlarged 
their castles and expanded their per¬ 


sonal households ... Thus little or no 
investment could be expected from the 
lords: in 1364 the Hospitallers of Poet 
in Provence devoted to it only 1 per 
cent of the gross profit of their com- 
mwulerie. None could be expected 
from the peasants who had no surplus 
income available. For holdings were 
small, returns insufficient, the possibi¬ 
lity of stock-raising reduced by clear¬ 
ings in the forest, charges heavy and 
often, where the law was ill-defined 
as in England, increased with the ability 
of the sitting tenant to pay more.”*® 

In the fourteenth century the plague 
was a scourge in many parts df Europe. 
But its impact was fell in different 
areas differently, according to the state 
of development of the economy, society 
and polity. In Essex, England, it led 
to the further loosening of the manorial 
organisation.'”’ In Catalonia, on the 
other hand, the plague was one of the 
factors causing a decline of the local 
bourgeoisie, and heightened the conflict 
between the urban bourgeoisie, the 
landed aristocracy and the peasants; 
when the crowns of Aragon and 
Castille were united in the persons of 
Ferdinand and Isabella, the latifundia- 
dominated polity of Castile easily domi¬ 
nated Catalonia, and completed the 
regression of Catalonia into a gentry- 
dominated society.®’ 

Thus demographic changes are affect- 
ted by and in turn affect changes 
in social organisation, which is just 
another way of expressing Marx's 
dictum that there is a law of popula¬ 
tion appropriate to every society. In 
the flood of neo-Mallhusian models of 
population change, this simple truth is 
of ton obscured.'’* J offer here a rudi¬ 
mentary model of population and 
employment in a landlord-dominated 
economy. 

Let us assume that the economy con¬ 
sists of a small group of landowners 
who can act collectively as monopso- 
nists, if need be, and try to maximise 
profits and a large number of landless, 
but “free” labourers, who are doomed 
to compete with one another without 
any trade union organisation of their 
own. However, the workers have the 
alternative of migrating, and as an 
ultimate weapon of “protest”, of dying 
off. 

Suppose we begin with a situation in 
which there is a certain amount of 
unemployment among the workers 
throughout the year, and that this 
unemployment is randomly distributed. 
Now, if the landlords pay the workers 
the minimum daily wage to which com¬ 
petition will drive them, and if this 
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minimum is not large enough, when 
roultijphed by the probability of find¬ 
ing employment, to keep the average 
family of an average labourer intact, 
then obviously the correctives of migra¬ 
tion, or death will follow. If these cor¬ 
rections are slow in operation, then 
the population may well be adjusted to 
a level which produces the maximum 
profit to the landlords. If, however, 
the landlords fear that the reaction 
through death or migration will be ex¬ 
cessive and profits will be reduced very 
much below the present level, then they 
may decide, in their own interest, to 
pay the labourers a wage which will 
keep all the labourers’ families intad:. 
The possibilities may be illustrated with 
the help of a diagram (see Figure). (It 
is assumed that land and labour are 
jthe only factors of production.) 

In the Figure, in the initial situation, 
the labour force is indicated by OL, 
and the minimum daily wages are 
indicated by OW, (measured in 
’’corn”). Then the intersection of the 
marginal productivity (measured in 
corn) curve, MP, with OW^ gives the 
level of employment OL^. The best 
strategy of the employers will then 
depend on the reactions of the work¬ 
ers. If enough workers can be persuad¬ 
ed to become “attached”, that is, to 
accept a servile statqs, then obviously 
the landlords i^hould offer these servile 
workers the minimum wage, OW,, and 
leave the others to emigrate or die off. 
If, however, the workers cannot be 


persuaded to give up their freedom, 
then the landlords' best strategy in the 
short run will depend on the speed 
of reaction of the labourers to un¬ 
employment and starvation. If the 
reaction is violent and workers migrate 
in great numbers or die off quickly 
then the population may decline soon 
to a very low level, say, OL^, and the 
net profits of the landlords may be 
badly squeezed. One alternative for 
them would be to offer a daily wage, 
say, OW^, which is just enough to 
keep the existing population, OL,, 
intact (the areas PQW and 

ORL^Lg are equal). This can, of course, 
happen only if the marginal producti¬ 
vity curve is inelastic in the relevant 
range. 

If, however, the initial level of un¬ 
employment is very great and/or the 
reactions of the labourers are expected 
to be slow, then the employers would 
not bother to keep the wages above 
the minimum level, and would let the 
population adjust to OL, (the passage 
to “equilibrium'” need not, of course, 
be without oscillations). If there is a 
positive wage-productivity relationship 
and the employers can determine the 
best wage, then they may decide on a 
wage such as OW^, which maximises 
their total profit among all possible 
wages. (Of course, in order to show the 
profit-maximising property of OW rn. 
wc have to draw a series of marginal 
productivity curves, so that the “appa¬ 
rent” profit maximising employment, 


OL „ , has AO significance.) However, 
in order for such a wagp to be really 
an “equilibrium” one in the long run, 
we have to assume that there is no net 
increase in population at that wage. 

Population growth, creating the threat 
of unemployment of labourers or 
endangering the profit-maximising 
strategy of employers, may lead to the 
leasing of land to peasants who are able 
to shift the MP curve.®'* We are then 
no longer in an economy consisting of 
pure landowners and pure labourers, 
and many other possibilities of con¬ 
flict and adaptation have to be con¬ 
sidered. Thus any acceptable model of 
population growth must consider not 
only possibilities of equilibrium and 
adaptation but also those of conflict 
with the existing relations of produc¬ 
tion. 

V 

As tht; possibility of emigration in 
the case of the landlord-labourer model 
illustrates, actual societies are best re¬ 
garded as essentially open, subject to 
modification through external influ¬ 
ences. The underdeveloped and ad¬ 
vanced capitalist countries of today 
are parts of the same dynamic system, 
and the evolution of the nature of 
their coupling must be considered ex¬ 
plicitly. The progress of capitalism in 
Europe was a long-drawn-out, uneven 
and intermittent process. Within any 
given society, the formation of capi¬ 
talist classes was often slowed down 
by the inability to surmount the exist¬ 
ing contradictions, including the contra¬ 
dictions arising from the struggle 
against nature. The developments in 
one country were often adversely af¬ 
fected by developments in another, 
because capitalist strata in one coun¬ 
try gobbled up not only pre-capitalist 
social forms but also capitalist strata 
in the other. Spain and Portugal first 
showed the way to overseas markets, 
slaves and precious metals, but were 
swept aside by the Netherlands, Eng¬ 
land and France. The Hanseatic towns 
and the Italian city-states followed the 
path of capitalist development up to a 
point, but their trad(‘ was captured by 
other countries; or. they took to 
financing other people’s wars, and the 
scions of merchant princes became 
landlords in a largely agrarian environ¬ 
ment. The effort of industrialisation of 
Germany and Italy had to be resumed 
over again in the nineteenth^century.** 
Portugal saved her formal colonies 
only by becoming, through the Treaty * 
of Methuen, an informal colony of 
Britain.** Spain declined from being 
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the greatest military power Of Europe 
and the mint of all Europe to a semi¬ 
capitalist country still awaiting the 
completion of her bourgeois-democratic 
revolution.®^ 

In the nineteenth century, foi a 
while, say upto 1880, Britain achieved 
an undisputed leadership of the capita¬ 
list world. She did not actually have 
to fight any wars with other western 
Euiopean powers or any other local 
wars except for the defence of hei 
interests in India. She was able to ex¬ 
pand her trade throughout the world 
because of her overwhelming superio¬ 
rity in the field of manufacturing; 
lurther, she had a captive maiket in 
her world-wide colonies and dependen¬ 
cies. The pi ivileges of the earlier 
monopolies crumbled and the new 
tendencies towards agglomeration had 
not yet asserted themselvi^s. Foreign 
trade and investment were governed 
by an appaiently impersonal gold stan¬ 
dard. This was the lime when the 
doctrines of laisscz faire and free trade 
had the greatest popularity in Britain 
and in many other countries which 
weic not directly involved in a struggle 
for markets with Britain.®^ 

But Britain’s position was soon as¬ 
sailed by other European countries and 
by the countries of white settlement, 
led by the USA. The partition of 
Africa left no other “frontier” which 
could be easily exploited by the white 
capitalists. The European powers 
moved towards the First World Wai, 
in the struggle to redivide the con¬ 
quered territories; the forces behind 
these struggles were brilliantly summa¬ 
rised by Hobson, Bukharin, Hilferding 
and Lenin.®’* 

In the inter-war period, the capitalist 
systeip was disrupted by the greatest 
depression in its history and by the 
emergence of a socialist Russia. After 
the Second VVoiId War, the USA be¬ 
came a leader of the advanced capita¬ 
list countries; but the struggle for 
markets and for profits between the 
advanced capitalist countries and bet¬ 
ween them and the underdeveloped 
countries is going on. Naturally, many 
of the policies which were characteri¬ 
stic of the mercantilist era have sur¬ 
faced again.^‘* 

Just as in the nineteenth century, 
Britain was the champion of free trade, 
so it is now the USA which is the 
champion of laissez faire and free 
trade (but with a much worse record 
than Britain in the same field). Just 
as in the prc-1914 era, it was British 
economic power which buttressed the 
**impersonal'^ gold standard, so it is 


now the American economic' policies 
which hold up the “internationar’ 
monetary arrangements. 

Whatever the relations between the 
various European powers, they faced 
the non-European countries as nearly 
a homogeneous group in their designs 
of conquest, exploitation, genocide and 
plunder. The non-European countries 
were first and fort'most sources of the 
surpluses which lubricated the trade, 
financed the wars, fed the working 
populations and supplied the workshops 
of the metropolitan countiies. In the 
age of mercantilism, there was a clear 
distinction in the minds of European 
statesmen between colonies of exploi¬ 
tation and colonies of settlement. The 
former were the really valuable assets 
supplying raw materials and providing 
maikefs for the pioducts of the mother 
country. The colonies of settlement 
were at best poor customers in the 
seventeenth century, and were already 
regarded as potential competitors.*’ 
This distinction was successively 
camouflaged in the nineteenth century 
and after, in the talk of Euiopcaii 
publicists about the massive export of 
capital fiom Europe, and the role of 
Europe as “the world’s banker”. Bui 
It is abundantly clear that the problem 
of the advanced capitalist countries m 
the sphere of international movements 
of capital has always been a dual one 
— the mopping up of the surplus from 
the non-white countries and investing 
It primarily for augmenting the capital 
equipment of the metiopolitan coun¬ 
tries or of the colonies settled by 
white settlers. 

This pattern is abundantly clear in 
the flow of nineteenth century British 
foreign investments, 60 per cent or 
more of which went to Europe, North 
America and other white colonies. 
Most of the French foreign investment 
also flowed to Europe and colonies 
settled by Europeans. In order to 
finance these investments the European 
countries had to coerce or manoeuvre 
their formal or informal colonies, such 
as China or India, into lunning up 
import surpluses with Europe.'*® In 
the earlier centuries the European 
mastery of the non-European world 
had not l>cen so complete and there¬ 
fore the flow of surpluses was not so 
completely unidirectional. The mer- 
cantilisf problem of finding bullion 
arose, for instance, partly because the 
Asian countries refused to buy Euro¬ 
pean wares in exchange for their own 
products. One need not go so fai as 
to argue, with Charles Wilson, that in 
in the seventeenth century, “a store of 


precious metals remained the princfpal 
and often the only link between a 
series of channels of trade each of 
which was essentially bilateral’’.*® But 
the fact remains that in the stage of 
primitive accumulation, the under¬ 
developed countiies of Latin America, 
apart from supplying raw materials and 
food products, also helped solve the 
problems ot (a) providing the merchant 
and the manufacturer with international 
liquidity and (b) facilitating the inter¬ 
national exchange lietwccn capitalist 
countries and the rest of tht* world by 
providing an acceptable medium. Ear-' 
lier on, the profit inflation attendant 
on the influx of i>recious metals had 
also to redislribiilc incomes in favour 
of capitalists and against wage-earners 
and landlords.^* In the eighteenth 
century the slave trade and tne West 
Indian plantations were the major ex¬ 
ternal sources of primitive accumula¬ 
tion for Britain, and for western 
Europe in general. In the nineteenth 
century the exploitation of India and 
China provided much of the where¬ 
withal for the transportation, feeding 
and equipping of white settlers in 
Canada, USA, Australia, New Zealand 
and South Afiica.*’ The obv^erse side 
of the huge accumulated balances of 
Great Britain and France Jn 1914 was 
the* flow of suipluses from the under¬ 
developed countiies to the advanced 
capitalist countries. 

The same dualism persist.s as regards 
the huge American “aid” to and in¬ 
vestment in underdevelop<‘d and other 
capitalist countries today. On the one 
hand, there is the lure of higher-ihan- 
average rates of profit in underdeve¬ 
loped countries; on the other hand, 
there is the need for the full utilisa¬ 
tion ol the productive capacity of the 
US <*conomy which dictates the mas- 
.sive government expenditure on un¬ 
productive Items such as defence 
equipment and the army. The Ameri¬ 
can balance of payments is badly 
strained by her military commitment 
in Vietnam and in South-East Asia 
in general. But American aid and 
investment help to increase American 
exports to underdeveloped countries 
quite substantially. Thus the cycle, 
gieatcr internal surpJus/need for 
greater foreign investment and un¬ 
productive expenditure/tendency to¬ 
wards a bigger short-run deficit in 
balance of payments/rise in American 
profits and exports abroad/need for 
fuller utilisation of the surplus goes 
on. But the story, of course, is not 
concerned only or even mainly with 
finances: it is also concerned with the 
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of dm luid mm cotiflicts 
iti the USA and With anti-American 
movements in underdeveloped^ parti¬ 
cularly Latin American, countries. As 
in the seventeenth and eighteenth cen¬ 
turies, the process of ‘primitive’ accu¬ 
mulation is simultaneously a process of 
conflict between the dominant capita¬ 
list class and ' the working class at 
home, and dominated countries in 
general abroad.*' 

The exploitation of the underdeve¬ 
loped countries during the last four 
centuries or more was efiFected through 
superior trading organisation, through 
superior manufacturing ability (this 
came only later in the story), through 
superior shipping techniques, through 
superiority in military and naval might, 
and through direct or indirect political 
rule. Whole continents were pillaged, 
plundered and terrorised; whole tribes 
and peoples were either exterminated 
or enslaved; rival trading or manu¬ 
facturing enterprises were ruthlessly 
weeded out; governments and parties 
were manipulated and toppled to serve 
the interests of the dominant capitalist 
country. These were all fully “legiti¬ 
mate” devices to be used in the pur¬ 
suit of profit, and this oingle-minded 
concentration on one object was after 
all what made capitalism the most 
dynamic system until socialism appear¬ 
ed on the stage. 

The ideology which supported this 
sustained assault on the whole world 
was a combination of militant Chris¬ 
tianity and racialism. There may have 
been some differences in intention bet¬ 
ween the oven racialism of the Pro¬ 
testant, Anglo-Saxon (T'eutonic?) 
nations, and the implicit racialism of 
the Catholic, Latin countries. But as 
far as the impact on the average 
“native” was concerned, there was 
little difference between the two. To 
take just one example, C R Boxer 
writes: “The oft-made claim that the 
Portuguese had no colour-bar cannot 
be substantiated. This most that can 
be truthfully said is that in this res¬ 
pect they were more liberal in practice 
than were their Dutch, English, and 
French successors. The Portuguese 
religious orders, like the Spanish, 
would not admit coloured Or half-caste 
recruits ^o their ranks for many years, 
and when they began to do so, they 
made invidious distinctions.”*^ 

Although a leading Chicago econo¬ 
mist has written about the economics 
of discrimination in terms of “tastes 
for discrknination”,*' racial discrimi¬ 
nation was not iust a matter of taste, 
Ae mtilt of an imattonal 


preference for a particular skin coloar^ 
It helped to rationalise the initial 
“superiority” of the marauders and to 
support and augment the initial privi¬ 
leges enjoyed by the strata which 
monopolised political power and posi¬ 
tions of profit. A leading ecouomic 
historian has defined imperialist ex¬ 
ploitation in the following way: 
”... imperialist exploitation consists 
~in the employment of labour at wages 
lower than would obtain in a free 
bargaining situation; or in the appro¬ 
priation of goods at prices lower than 
would obtain in a free market. Im¬ 
perialist exploitation, in other words, 
implies non-market constraint.”*'-* It 
can be easily seen, for instance, that 
if a proflit-maximising capitalist can 
act as a discriminating monopsonist in 
the labour market and if the blacks 
and browns come from more backward 
areas and therefore have lower elasti¬ 
cities of supply than the whites, then 
the wages of the two groups would be 
related by the following formula: 

+ E-. 

^ i 

where and are the wages of 
the two groups and and E^ aie 
the elasticities of supply of labour by 
the two groups. It follows that the 
wages of the group with the lower 
elasticity of supply would be lower. 
Of course, employer discrimination 
does not always take this simple form: 
there are restrictions on training op¬ 
portunities, there are explicit eligibility 
requirements,*"* and there are restric¬ 
tions on mobility within the country 
(witness apartheid). Racial discrimi¬ 
nation has also generally been practis¬ 
ed to bar native entrepreneurs from 
profitable fields and thus to thwart 
their growth.*^ Racial discrimination 
was above ail an instrument of sub¬ 
jugation of the non-whites to the 
whites. 

Racial discrimination is only one 
example of the expression of the in¬ 
equality built into the capitalist system. 
Internally, the clearest example of this 
inequality is the permanent division of 
the people into capitalists and workers, 
or between decision-makers and the 
rest. Externally, it took the form of 
imposing a dualistic structure on the 
societies and economies of all colonies. 
Furnivall commented on the “plura¬ 
lism” of non-European societies. Des¬ 
cribing his impression of the countries 
he knew best, Furnivall wrote: “In 
Burma, as in Java, probably the first 
thing that strikes the visitor is the 


medley of peoples 
Chinese, Indian, and native. It 
the strictest sense a medley, for Iha^ 
mix but they do not combine. Badfk* 
group holds by its own religion, 
own culture and language, its owiS' 
ideas and ways. As individuals they, 
meet, but only in the market-place, in 
buying and selling. There is a plural 
society, with different sections of tho, 
community living side by side, but. 
separately, within the same poUti^l 
unit. Even in the economic sphere 
there is a division of labour along 
racial lines. Natives, Chinese, Indians; 
and Europeans all have different func-. 
tioiis, and within each major group 
subsections have particular occupgio; 
tions. There is, as it were, a caste 
system, but without the religious basis 
that incorporates castes in social life j|i. 

India.”-^'3 

Furnivall failed to see the basic' 
ri^asons for this pluralism. In hoiIt 
capitalist societies, when differtnjt^ 
ethnic groups come side by side, they' 
often live side by side for centuries» 
without merging. But unless there la. 
an explicit system of slavery or sm#-!' 
dom, or unless an ethnic minority 
comes as a conqueror, there is soffit 
admixture of the elite subgroups of 
the two groups. In Burma or in Indo¬ 
nesia the sped tic structure of pluralism 
among the non-white peoples was. 
derived from their common domination 
by white men. At the top of this ' 
society, were the Europeans as rulers, 
traders, financiers and industrialists ^ 
conducting above all the external eco¬ 
nomic and political relations; the other 
communities were assigned functions 
as the auxiliary agents of this Euro¬ 
pean rule. Their position or status 
was also largely determined — at least 
so long as the European hegemony was 
not effectively challenged — by the 
Europeans’ attitude to the different 
groups. Since the rate of development 
of the colonial territories was slow , 
and since the rulers systematically dis^ 
^minated between different groups, 
they had no chance to coalesce aimgg \ 
class lines. The smaller the number 
of opportunities open to a given groups 
the more it tends to adapt its behavW ' 
our along the accustomed grooves.*' ^ 
The pre-capitalist heritage of the nod* ' 
white groups also aggravated this ten- \ 
dency. 

The formal abolition of colonial rule . 
has not abolished the “dualism” bet^:) 
ween advanced and backward under*- ; 
developed countries, between advanced * 
and backward regions within capitalist' 
countries and between advanced and ' 
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backward peoples within nations 
governed by the capitalist rules of |he 
game. We have still to examine fully 
the working of the logic of inequality 
within capitalist societies. Myrdal's 9 
application of the concept of “cumula¬ 
tive disequilibrium'* takes us some 
way in this direction. But the dis¬ 
equilibrium produces conflicts bet¬ 
ween classes, between the town and 
the country, and between the aspira¬ 
tions of the people and the consliaints 
imposed by international capitalism 
aided and abetted by native capitalists. 
Hence the theory of underdevelopment 
is bo ’nd to cross the boundaries of 
academic economics. But rigorous 
economic analysis will still be required 
to understand the economic impojt of 
various policies and rules of the game 
enforced by the rulers of the capitalist 
countries. 
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intra-regional trade doubled in value 
in the 1960-1968 period. However, 
the bhaie of trade among developing 
FCAFE countries dropped sharply. In 
the nine-year period, exports from de¬ 
veloping ECAFE countries to develop¬ 
ed ECAFE nations increased, and ex¬ 
ports from developed to developing 
countries of the region ro.se dramati¬ 
cally. 

The study reveals that in world trade 
as a whole there was a very rapid ex¬ 
pansion in world exports, which began 
early in 1968, continued throughout 

1969 and extendetl well into inid-1970. 
Consequently, the exj^rts of developed 
areas occupied, for the first time in tlie 
history of global trade, 80 per cent in 
March 1970 and 80.7 per cent in June 

1970 of the world’s share In exports. 

In the same period, the share of the 
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Trade 

developing areas correspondingly shrank 
to less than one-filth of global exports 
in June 1970. For example, develop¬ 
ing Asia's share ol world exports drop¬ 
ped from 9.2 per cent in 1969 to 8.7 
per cent as of March 1970. For de¬ 
veloping countries of southern and 
eastern Asia, the percentage dropped 
from 5.3 to 5; for those in western 
Asia, the decrease was from 3.8 to 3.7 
per cent. 

Because of declining prices for a 
number of products, the total export 
earnings from major primary commodi¬ 
ties of the region fell slightly from 
$2,515 million in 1968 to $2,478 mil¬ 
lion in 1969. The decline in the earn¬ 
ings from tea, rice, vegetable oils and 
oilseeds, jute and allied fibres and cotton 
accounted for the decrease. Earnings 
from rubber, however, ^ made up for 
part of the loss by rising from $766 
million in 1968 to $1,059 million in 
1969. However, for the first time in 
the past decade, the developing 
ECAFE region was able to check the 
deteriorating trend of its , balance-of- 
trade position, by redudng a defidt of 
$3,666 million to $3^X39 mOUQiL 
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Most people explicitly or implicitly accept the simplified theory of development which makes of GNP- 
per^head the main determinant of economic and social structure. For them, there exists but one broad 
pattern of industrialisation and development, and, since the developed countries have thought in terms 
of a welfare state only in the recent past, when their GNP was already a multiple of what it is today in 
the developing countries, the view is that the developing countries should wait rather longer before they 
provide social services. 

Yet, experience both in socialist and less developed countries shows that quite different paths of 
development are possible at comparable levels of GNP. It is possible to evolve a different design of 
living and to project development goals inspired by an original set of values and by an analysis of poten^ 
tialities inherent to each country. 

Unfortunately, among the socialist countries the social welfare function is not subject to discussion 
except for details of implementation. To this author, this is a waste of an opportunity to assert the capa¬ 
bility of socialism to choose, consciously and democratically, a design for living which is different from 
and superior to that of the affluent Western societies. 

In underdeveloped countries, for a variety of reasons examined in this article, and in .spite of the 
lip-service paid to it in development plans, the problem of collective consumption and of social services 
has not been carefully equated—except in Cuba and Algeria. 

There are two reasons why developing countries should undertake such an exercise even in the initial 
stages of development when the GNP is yet not high enough to denote general affluence. First, because 
the physical productivity of social service workers is not at all dependent on their wages- -unlike the 
cost of installing a plant which is usually much higher in such countries. Secondly, to the extent that 
technical progress does not significantly affect social services, it may indeed he rewarding to concentrate 
on social services in the initial stages of development. 

On the other hand, it would he futile to attem*yt quantification of the influence of social services 
on the productivity of labour: first, because social services are not just 'a cost' of economic development 
but are a major goal in themselves, and secondly, because attempts to correlate the influence of services 
such as education on productivity are theoretically still very unsatisfactory. 


THE free-market model dies hard. 
Dismissed on grou/ids of substantive 
economics as illusory, it nevertheless 
continues to permeate normative 
thinking. Hence the place of pride 
attributed in development planning 
to the increase in aggregate in¬ 
dividual consumption realised through 
the market. True, targets direct¬ 
ed at impioving standards of 
basic consumption are important, 
though meaningless when stated m 
terms of an aggregate which fails to 
take into account the social distribu¬ 
tion of income. Yet, at the same time, 
questions need to be asked about the 
desirable proportion of individual and 
collective consumption,* as well as the 
role to be attributed to the latter, so 
IS to transform it into an Instrument 
of income-equalisation instead of lett¬ 
ing it become one more privilege ac¬ 
cruing—as it often happens—to the 
already privileged elites. 

This is, of course, a relatively old 
issue, extensively debated by socialists 

• Under ‘Collective Consumption', 
we include both consumption 
- proper and investment carried out 
to build schools, hospitals and 
other social facilities, as well as 
public outlays on popular housing, 
ie, a substantial part of the so- 
called 'unproductive investment* 
in MmrxtMt terminology. 


of all confessions, partisans of wel¬ 
fare economics, and critics of the af¬ 
fluent society. Yet, in developed 
countries, the myth of consumer's 
sovereignty and of the pre-eminence of 
individual consumption continues to 
be largely accredited, or at least con¬ 
stitutes an article of ofiicial faith. 
Paradoxically enough, the socialist 
countries do not show interest 
in fostering discussion on the alterna¬ 
tive models of consumption pattern. 
Rather than make explicit these funda¬ 
mental ideological choices, they pre¬ 
fer to make the choices indirectly 
through current economic policy-mak¬ 
ing. Even while the Soviet Union and 
China pursue completely different 
goals in this respect, both these coun¬ 
tries have in common the fact that 
the social welfare function is not 
subject to discussion, except for 
details of implementation. To this 
writer, this is like wasting the best 
opportunity there is to assert the 
capability of socialism to choose, 
consciously and democraticaUy, a 
design for living which is different 
from and superior to that of 
the affluent societies of the West. As 
for the less-developed countries, I 
shall argue in this paper that, for a 
variety of reasons examined below and 


in spite of the lip-service paid to it 
in all development plans, the problem 
of collective consumption and more 
speciflcally of social services has not 
been properly equated there—except 
in a few countries like Cuba and 
Algeria, 

We are more often than we suspect 
prisoners of our conceptual frame¬ 
work and we tend to value highly 
what ftts into that framework, while 
dismissing those portions of reality 
which do not yield themselves to con¬ 
ventional analysis. When it comes to 
quantitative thinking, our natural 
tendency is to overemphasise the im¬ 
pact of measurable factors and to ex¬ 
clude from the model the non-mea- 
surable variables. Material consump¬ 
tion and marketable services can be 
easily evaluated and added up. Social 
services are more troublesome^ and 
their treatment in national income ac¬ 
counting is very unsatisfactory. 

According to Marxist economists, so¬ 
cial services should not be accounted 
at all, as they are financed out of a 
redistributitm of income. As for in¬ 
vestment in social services and hous¬ 
ing, it IS included in capital forma¬ 
tion under the heading of 'unproduc¬ 
tive Investment*—a denomination which, 
in spite of all doctrinal afilrmations 
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to the contrary, confers upon it the 
status of a poor relative of productive 
investment directly responsible for the 
growth oi GNP. Western economists 
include social services in the GNP, but 
their way of proceeding is open at 
least to two criticisms. No distinction 
is made between different kinds of so¬ 
cial and administrative services—those 
of a teacher or health officer and those 
of a ix)liceman—although from the 
point of view ol the social welfare 
function that difference certainly mat¬ 
ters. Besides, since no satisfactory 
ways of valuing non-marketable social 
services have been found, they aie ac¬ 
counted for in terms of cost. Thus, 
whenever capital outlays aie not need¬ 
ed, the value-added in social services 
is equal to wages disbursed, while in 
all other activities the value-added 
exceeds wages by the amount of profit. 
In other words, the relative value of 
social seivices is underestimated. This 
IS particularly so in countries whcie 
the level of wages is low. 

Quite obviously we do not have 
a direct way of measuring the impact 
of social services on peoples’ welfare, 
but at least two indirect quantitative 
arguments can be advanced in favour 
of their re-evaUiation in development 
planning. 

(i) The physical productivity of so¬ 
cial service workers does not depend 
at all on their wages. Thai of a tea¬ 
cher is roughly the same all over the 
world, though in the less-developed 
countries he is paid a small portion of 
his counterpart’s wage in the rich 
countries. Now, the cost of installing 
a plant, per unit of output, Is usually 
considerably higher in the less deve¬ 
loped countries. So are the prices of 
industrial consumer goods. Hence, a 
decision at the margin to devote a 
higher share of the income to collec¬ 
tive consumption, at the expense of 
productive investment and/or of indi¬ 
vidual consumption, yields a far more 
spectacular result in a poor country 
than in a rich one, even though the 
conventional rate of growth of the 
economy may suffer from it. 

The above proposition is, of course, 
subject to several qualifications. First, 
the elbow-room for this kind of substi¬ 
tution is quite narrow and at no mo¬ 
ment should it be forgotten that the 
planner must look at complementari¬ 
ties. Educating a starving population 
does not make too much sense, while 
In^roving the diets of rural illiterates 
without preparing them through educa¬ 
tion to use more sophisticated tech¬ 
niques and to. have access to new kinds 


of jobs does not lead far either. Se¬ 
condly, quantitative goals, such as in 
education, sound suspect so long as 
contents is not spelled out and effici¬ 
ency examined. And in this task, quan¬ 
titative education economics is a mis- 
leader. The ways suggested to evalu¬ 
ate the impact of education and tech¬ 
nical progress on output are open to 
severe criticism, insofar as they imply 
the acceptance of the neo-classical 
theory of factors' income. Thirdly, col¬ 
lective consumption is not a goal in 
itself, but a means of achieving a more 
equitable distribution of welfare. 
Forms of collective consumption, which 
add to the already existing distortions 
in income distribution, should for this 
reason be discouraged. But in prac¬ 
tice, they eat into a considerable pait 
of the resources allocated to social 
services and public housing. Govern¬ 
ments find It very convenient to bes¬ 
tow privileges upion elites, while pre¬ 
senting them as a democratic achieve¬ 
ment. Free higher education in coun¬ 
tries where the majority of students 
come from well-to-do families is a 
case in point. 

(li) To the extent that technical pro¬ 
gress does not significantly affect social 
services, it may be rewarding to con¬ 
centrate on social seivices in the 
initial stages of development — even 
at the price of postponing some pio- 
ductive investments which are likely 
to gain in productivity by being delay¬ 
ed, given the rapid rate of technologi¬ 
cal change. 

At this stage. 1 should like to em¬ 
phasise once more that the proposed 
trade-off is a very delicate choice .ind 
Its scope limited though by no means 
negligible considering the volume oi 
social services included in the plan 
and the job opportunities offered in 
this sector. 

I therefore believe that a critical 
examination of the system of national 
accounts and of the commonly accept 
ed methods of measuring development 
(the rate of growth of GNP) should 
lead to the conclusion that, poor 
countries do not pay enough attention 
to social services because of their 
little impact on statistical growth. At 
the same time, I would dismiss for 
two reasons the argument, used Jn 
favour of social services, which involves 
quantifying their influence on the nro- 
ductivity of labour. First, because I 
do not consider that social services 
are just an instrument — a cost — of 
economic development; they constitute 
a major development goal by them¬ 
selves. Secondly, I am not persuaded 



at all by the possibiUty of measuring > 
the influence of, say, education on 
productivity, although a correUfieir 
between the two does exist; at least 
the attempts to quantify the so-called 
’residual tactor* arc theoretically very 
unsatislactory. 

Thinking in terms of a welfare state 
in a poor country may seem prepiis- 
terous for all those who explicitly or 
implicitly accept the simplified theory 
of development which makes of GNP 
per head the main determinant of eco¬ 
nomic and social structure. For them, 
h'story is bound to repeat itself: there 
exists but one broad pattern of indus¬ 
trialisation and development, and, 
since the highl> iudustnalised count- 
iies started to think in terms of wel¬ 
fare state only in a recent past when 
their GNP per liead was a multiplf of 
what it is today in the developing 
countiies, the laltor should wait till 
they are richer before they provide 
more social services. 

Yet, experience both in socialist and 
less-cloveloped countries shows that 
different paths of development are 
possible at similar levels oi GNP and 
that the historical pattern of iho deve¬ 
loped countnes should not be accept¬ 
ed as the only possible one. More¬ 
over, a conscious effort .should be 
made in less-developed countries to 
evolve a different design of living and 
to project development goals inspned 
by an original set ot values and by 
an analysis of the potentialities in¬ 
herent to each country rather than by 
mere imitation. I am not pleading foi 
originality at an> price, or for pure 
negation ol whatever comes from deve¬ 
loped count'*ies; but J cannot accept, 
on the othei hand, the pattern of sub¬ 
servience which is implied in the 
theory of unilinear development. 

I would submit that, in this search 
for a new design of living, .social sei¬ 
vices, conventional and novel, could 
play a much bigger role than till now. 
There is room not only foi increasing 
education and health services but also 
for creating new seivices dealing, fo.r ' 
instance, with nutritional problems 
and environmental control. At the 
same time, utmost effort should b<^ 
made to renew the contents and orga¬ 
nisational structure of the conven¬ 
tional services. Education should not 
be necessarily equated with formal 
schooling, public health services 
should concentrate on the organisation 
of an efficient network of rural health 
centres staffed with paramedical per¬ 
sonnel. Dissemination of technical 
knowledge among peasants i^ould not 
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be conceived as a one<way process in 
which farmers have an entirely passive 
role to play, and in which kno\vledge 
comes only from distant laboratoiies: 
more credit needs to be given to the 
capacity for local innovation, the 're¬ 
search guerilla’, as this was aptly 
called by the P'irnch anthrop<j|ogist 
Michel Leiris. 

Throughout this aiticlc, ‘welfan 
state’ is understood in a technical 
way. and not as a political model con¬ 
ceived as an alternative to socialism 
In specific historical conditions of 
twentieth-century Europe. It just 
means that the state is entrusted with 
providing social services and organis¬ 
ing collective consumption. 

It IS now necessary to qualify’ a 
simplifying and comfortable assump¬ 
tion used in the previous paragraph, 
viz, the low capital-output ratio ol 
social services. This is obviously un¬ 
true for housing and public health 
services as they stand today. The 
real question to he asked here is, to 
what extent is the considcrablt* capital 
cost of social services motivated bj 
passive acceptance of Western models 
and by lack of adequate research to 
find alternative solutions characterised 
by less capital outlays, a higher wage 
component, and a growing participa¬ 
tion of the interested communities. 
Many scholars are inclined to think 
that, even in the most developed 
countries, this type of research is ur¬ 
gently needed. The argument applies 
a fortiori to less-developed countries. 

It follows that utmost priority 
should be given to technological re¬ 
search on low-cost buildings, on 
methods of education, on organisa¬ 
tional schemes for paramedical servi¬ 
ces, etc. Educational priorities should 
be modified so as to prepare, as soon 
as possible, personnel for the social 
services and to avoid the wasteful 
training of highly skilled specialists 
who hold excellent degrees recognised 
throughout the world but are unable 
to find a job in their own country. 
The situation of Indian doctors is a 
good case in point, but similar situa¬ 
tions arise perhaps in a le.ss dramatic 
way with other specialists in most 
developing countries. A survey con¬ 
ducted recently in Mexico — a deve¬ 
loping country known for its reason¬ 
able rates of growth — showed that 
the supply of chemical engineers is al¬ 
ready reaching a saturation point and 
will soon lead to a want of balance in 
a labour market. 

The tasks outlined in this para¬ 


graph are exceedingly difficult because 
they hit well entrenched prejudices 
and vested interests. It is often ar¬ 
gued that, standards of excellence 
evolved in the most developed count¬ 
ries should be adopted by the less- 
developed countries as the only way 
of bridging the gap and overcoming 
the consequences of the colonial post. 
But this attitude is founded on cultu¬ 
ral dependence, the single most power¬ 
ful and devastating inheritance from 
colonialism. There arc no reasons to 
believe a priori in the excellence of 
standards presently used in the so- 
called advanced countries. In nine 
cases out of ten. their suitability in a 
different socio-economic context, of 
less-developed countries, i$ more than 
doubtful. The pursuance of policies 
based on these standards can only lead 
to one result; the creation of Westurn¬ 
like amenities for a tiny minority of 
privileged Westernised elites. If new 
and original solutions for social servi¬ 
ces are not found, the postulate of a 
welfare state in a poor country is self- 
deleating. It can only provide an 
Ideological cover for a privilege state. 
But I do not see any reason why 
spectacular eflfe^cts could not be 
achieved in research as outlined above 
in a matter of few years through 
proper concentration of effort both on 
the national and the international 
scale. 

One more fact militates in favour of 
a serious reconsideration of the place 
of social services in the development 


strategy. Experience shows that, 
industrialisation in less developed 
countries is unable to solve the em* 
ployment problem and that the same 
can be said of the so-called green re¬ 
volution in agriculture. Quite obvi¬ 
ously, social services could not become 
a major source of e m p toy a wn t;-fact as 
already mentioned in this paper, they 
could provide an outlet for some ot 
the unemployed, mostly the educated 
ones. They could even have an im¬ 
pact on the labour market of unskilled 
people if popular housing schemes 
were given a high priority in the 
plans. The usual objection is lack of 
finances, but to the extent to which 
recent progress in agricultural output 
can be taken as an indicator of a more 
elastic supply of food — the basic 
wage good—there should be no 
reason for not increasing expenditure 
on social services* over and above the 
limits set by orthodox budgetary poli¬ 
cies. Resorting to deficit financing 
within certain limits should not be 
considered harmful, and voluntary 
participation of the populations con¬ 
cerned should be, of course, encourag¬ 
ed. Social services would thus be partly 
financed out of newly created income 
and not from its redistribution. The 
trade-offs discussed above would lose 
in intensity and it should be possible 
even to have for a wlhile the best of 
both worlds: the originally planned 
volume of investment and individual 
consumption, as well as more social 
services. 


Rourkela Pipe Plant 
Exceeds Rated Capacity 


DURING 1969/70, Rourkela steel plant 
was able to increase production of pipes 
by 6 i3er cent over the previous year. 
Supplied and erected by Mannesmann 
AG, West Germany’s largest pipe 
muniifacturers, the pipe unit at Roiir- 
kcla for a number of years remained 
underutilised due to shortage in de¬ 
mand after the recession. Recently, $ 
major breakthrough was achieved with 
exports to Western countries. At the 
same time, domestic demand picked up 
considerably. 

Almost throughout the year, produc¬ 
tion in the other units of the steel 
plant was distiubed by poor industrial 
relations. Only March 1970 stands out 
as a month of excellent performance 
when fresh records were created in al¬ 
most all departments in respect of pro¬ 
duction and despatched. In teims of 
ingot steel this meant an annual rate 
of 1.4 million tons (against the rated 


capacity of 1.8 million tons), and fini¬ 
shed steel of more than one million 

In the areas of maintenance, quality 
control and refractories, manifold im¬ 
provements were recorded. The entire 
maintenance system was reorganised with 
emphasis on planning and preventivo 
maintenance by an Indo-West German 
team. A larger amount of spares can 
now be procured from nearby Utmal 
who have also taken up overhauling of 
converters and blast furnaces. Strict 
quality control has led to a reduction 
ot the coke rate in blast furnaces and 
improved the slab yield. Transformer 
grade high silicon steel was successfully 
manufactured in the steel meltiDg shop 
with a very low sulphur content of 0.01 
per cent. 

Most of the expansion units tapmv- 
ed their production oqnriAsrably, pajt* 
ticularly the eleotflc ^leet milh the 
pickling line and die Undem mill. 
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In India as in some other developing countries, a period of rapid and sustained economic growth 
in manufacturing production has been followed by a recession and slower growth. This slowing down 
has been generally associated with a narrowing of the scope for easy import substitution, a more difficult 
balance of payments situation, and an increasing discontent with the social and income effects of the 
industrialisation. 

Following all this, several of these countries have tried to reorientate their industrial strategies, 
chiefly by seeking to develop exports of manufactures and more generally by seeking to create condi¬ 
tions in which a more competitive and cost-conscious industry will develop. It is recognised that if 
industry is to grow much faster than the national output — i e, if it is to be the lead sector* in growth 
— it can only do so by breaking into export markets. 

Fortunately for India, the slackening in her rate of growth has not been reflected in the rate of 
growth of her non-traditional exports of manufactures. Nevertheless, export-led growth may not fully 
materialise unless the manufacturing sector is made more flexible and competitive and the raw material 
shortages that have hindered it are overcome. 

What is required, according to this article, is not the direct controls over investment, imports, and 
allocation and prices of industrial materials, which have been used till now, as these have failed to achieve 
the ends for which they were designed, but a system of indirect controls working by means of taxes and 
subsidies through the market mechanism. ^ 

While the process of transition to this system would be difficult, it could be eased and speeded up 
by foreign aid, and its end result would be greater independence with less need, to rely on aid in the 
future, 

[This article represents an attempt by one of the authors of the recently published OECD study 
'Industry and Trade in Some Developing Countries**^ to expound its relevance to India at the present 
time. The study mentioned was based on a series of simultaneously prepared country studies, including 
a large volume on India by Jagdish Bhagwati and Padrna Desai,^] 


The Slowing Down oi Industrial 
Growth 

A PERIOD of sustained rapid growth 
in manufacturing production, followed 
by a rece5{8loB and/or slower growth, as 
in India, Is an experience whl<^ Is 
shared by some other developing 
countries. After the Second World 
War, several countries laundied a 
drive for faster Industrialisation, and 
this often led to rapid growth In in¬ 
dustry. To a great extent, this rapid 
growth was achieved by restricting im¬ 
ports of manufactures and so creating 
a profitable domestic market for pro¬ 
ducers. The foreign reserves, which 
had been built up during the War, and 
the favourable terms of trade for pri¬ 
mary products in the immediate Post- 
War years, also provided foreign ex¬ 
change resources which were used to 
finance investments in industry. The 
slowing doum in growth occurred at 
different times in different countnes, 
and its proximate causes also varied 
widely. Nevertheless, there were some 
common factors. First, the scope lor 
*easy' import substitution narrowed as 
imports of 'light* consumer goods were 
more or less eliminated, and attention 
was Increasingly shifted to more com¬ 
plex’ and more capital-intensive Indus¬ 
tries. Secondly, the balance of pay¬ 
ments situation became increasingly 
cMBeuiti iw foreign exdiaiigie reserves 
were radoced- and the terms of trade 


worsened. Finally, discontent with the 
apparent effects of the industrialisation 
process on income distribution and em¬ 
ployment became widespiead. Much 
or most of the gains appeared to acenje 
to the few, while at the same time the 
rapid growth of population and immi¬ 
gration to the towns aggravated the 
problems of urban unemployment and 
congestion. 

In the light of experience like this, 
country aft^ country has attempted to 
reorientate its industrial strategy, 
chiefly by seeking to develop exports 
of manufactures, and more generally 
by seeking to create the conditions In 
which a more competitive and cost- 
conscious industry wlU develop. It is 
clear that If industry is to continue to 
be a leading sector (i e, if it is to grow 
mudi faster than the national output 
as a whole), it can only do so by 
breaking Into export markets. The 
gospel of export-led growth has been 
preached to developed as well as to 
developing countries, and highly suc¬ 
cessful disciples are to be foilhd at all 
stages of development Developing 
countries which have achieved notable 
successes in particular fields include 
Hong Kong, the Lebanon, Peru, Singa¬ 
pore and South Korea. The most 
striking exaii|p1e among the countries 
covered in the study referred to above 
if Taiwan. From 1958 to 1968 the US 
dollar value of Taiwan*# expotti of in¬ 


dustrial products grew by nearly 40 
per ctmt iK^r annum, and their share In 
her total exports increased from 13 to 
06 per cent. Over the same period her 
industrial production rose at 15.5 pei 
cent per annum — which was faster 
than the already high rates of growtli 
achieved in earlier years. The largo 
amounts of aid given to Taiwan were 
iindoiibtedly an important part of the 
explanation ol her success, but so, too, 
were the economic policies she follow¬ 
ed. The result has bceti that rapid 
growth has continued despite the end¬ 
ing of the economic aid programme in 
1965. 

Growth of Non-Traditional 
Exports from India 

But one need not go as far as Tai¬ 
wan to note that rai)id growth in ex¬ 
ports is possible. In recent years, 
India too has achieved high rates of 
growth of non-traditional exports of 
manufactures. Thus, from 1965-60 to 
1969-70, the dollar value of these ex¬ 
ports® increased by 21 per cent per 
annum. Other exports, taken together, 
fell slightly, and since they formed the 
hulk of total exports' the total export 
figure increased by rather less than 3 
per cent per annum in terms of dollar 
value. Thanks to their rapid growth, 
however, non-traditlonal exports of 
manufactures are now a mueb larger 
proportion of total exports than they 
were In 1965-66. Inohidfof oertabi 
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miscellaneous transactions and commo' 
dib’es, they amu :ntcd to nearly 30 per 
cent of the total in 1969*70 (compared 
with only 15 per cent in 1905-66). If, 
then, their value were lo ^row at, say, 
25 per cent per annum over the iiexf 
five years, and if the value of all other 
exports wen* to remain constant, the 
value of total exports wcmld increase' 
by ratlu'r less than 10 jkt cent pei 
annum. 

This is appreciably faster than the 
late of growth of lather less tlian 7 
per cent per annum at which exports 
aic i)r()jrvtt‘(} to glow in the’ first five 
years of the Fourth Plan.^ Further¬ 
more, it would imply a still higher 
growth rate in the succeeding five 
y(‘ars, since at the start of that penod 
these fast-growing nnn-traditional ex¬ 
ports would have increased to a half 
of total exports. 'I’he Plan, in contrast, 
assumes that exports will continue to 
grow at about 7 i^er cent per annum. 

If exports I'ould grow by 10 per cent 
per aiiimm for the next 10 years, India’s 
foreign exchange position could be 
transfonm'd. Since the rupee was de¬ 
valued in 1966, there has bcin a wel¬ 
come increase in India's total reserves 
of international licpiidity, thus ending 
the long decliTie w'hieh had lasted over 
the previous 15 yeais or so. Further¬ 
more, this iueri’asc’ has lieen achieved 
di’sptte a 1 eduction of aid, and has 
been due to an improvement in the 
current balance of pajineuts. Even it 
aid were to be eliminated by 1980-81, 
w*hlch is the ol^jectivc stated in the 
Fourth Plan (but w liieh donor ctnin- 
tries should surely deplore), it should 
be possible to cx^ntinue with some re- 
biiilcliiig of reserves as well as to allow 
imports to grow' appreciably faster. The 
benefits flow’Ing from this aie discuss.‘d 
below'. There is little doubt that the 
task of managing the <5Conomy would 
bt' greatly eased by the extra elbow- 
room which w'onid be provided, utkI 
that the flexibility and efficiency of 
the industrial sector would l)c improv¬ 
ed. That export-led growth is a vir¬ 
tuous circle is a well-woni theme. But 
all this pi (‘supposes something like a 
H) per mit rate of giovvth of exports, 
sustained for sonK'thIng like 10 years. 

Is there any chance that such a rate 
of growth could ho achieved? There 
is more general acceptancti now of the 
view that the chief problems arise on 
the side of supply rather than of de¬ 
mand. We have already refeired to 
tho rapid rates of growth of exports 
achieved by Taiwan, Hong Kong, and 
some other developing countries. India's 
total experrts are now smaller Uian 


those of Hong Kong ($1.8 billion com¬ 
pared to $2.2 billion, in 1969). India's 
exports of non-traditional manufactures 
in 1969-70 w'cre only some $0.5 billion, 
which is alront the same value as Tai- 
w-an’s exports of industrial products in 
1968. H(?sistance in overseas markets 
lo a rapid growth of non-traditional cx- 
poits from India should be no greatei 
than that encountered by Taiwan or 
Hong Kong. Indeed, the annual 
iucre^ieuls in all developing countries* 
exports of manufactures are still tiny 
compared to the $15 to $20 billion by 
which world trade in manufactures in- 
crca.sc’s each year, and the developing 
coniitries' share in most categories of 
manufactures Is still very small. This 
is not to say that tariffs and other 
lestrictions imposed by developed coun¬ 
tries are iK’gligible. On the e(jntrary, 
their elimination would undoubtedly be 
of great help to some developing coun¬ 
tries (including India). Nevertheless, 
their (limination or reduction is cer¬ 
tainly not a precondition for rapid m- 
cicase in India's exports of non-tradi- 
tioiial manufactures. 

On the supply side, the immediaUt 
outlook is not promising. The figures 
<[uot('d above, of a 25 per cent rate t/l 
growth in non-traditional exports of 
manufactures and a stationary value for 
all other exports, only represent a slight 
improvement on what was achieved in 
f’ach of these categories from 1965-66 
to 1969-70. Unfortunately, however, 
more recent performance has shown a 
slight detcriorabon rather than an im¬ 
provement.. Thus, from 1968-69 to 
1969-70 the value of non-traditional 
1 ‘xports of manufacturc’.s rose by 19 pei 
cent (compared to the 21 per cent 
achieved from 1965-66 to 1969-70) and 
the value in April/May 1970 was also 
about 19 per cent higher than in April/ 
May 1969. The rest of exports regis¬ 
tered vciy slight deedine.^ over both 
p(;riods. 

This performance is still not far away 
fioin what is needed to achieve the 10 
per cent overall figure, but it has been 
reached at a time w'hen several faot<^rs 
have been unusually favourable, and 
their continuance cannot be relied on. 
First, the industrial recession and e.x- 
ccss capacity have turned manufactur¬ 
ers’ attention to export markets.® If 
doniestic demand recovers further and 
excess capacity is reduced, as one must 
hope w'ill soon happen, the puH of the 
home market may weaken the export 
drive. Indeed, there are already re¬ 
ports of shortages bamPiarlng exports.® 
Secniidly, the closure of the Sue;; Canal 
has benefited Indian exports to coun¬ 


tries in West Asia and East Africa.^ 
While some of this benefit may stick 
even if the Canal is reopened, it can 
hardly be expected that the effect on 
the growth of exjmrts will be main¬ 
tained. Thirdly, the boost to exports 
given by the devaluation and ensuing 
export s^ubsidies, coupled with the libe¬ 
ral isat ion of imports, is probably wear¬ 
ing ofl. Prices have slatted to rise again 
and wage rates in some industries have 
risen rjuitc fast,® while the supply of im- 
p(jrts is no longer .so free in practice.* 
I'inally, the weather was reasonably kind 
in 1967-68, 1968-69 and 1969-70, 

and a record production of foodgralns 
was achieved. The indirect beneficial 
effects of this on industrial production 
and export performance may have been 
appreciable (just as the bad weather in 
1965-66 and 1966-67 adversely affected 
them). The record production was by 
no means solely attributable to good 
weather, but it would hardly have been 
achieved had the weather been bad, and 
one must allow for some bad years in 
any long-term projection into the future. 

Shortages despite Slower 
Industrial Growth 
and Excess Capacity 

It is particularly wonying to find 
.shortages appearing, and hampering ex¬ 
ports, at a time when industrial pro¬ 
duction as a whole is growing slowly 
i)y past standards, and when there is 
excess capacity in many industries.^* In 
some cases, technioal managerial and 
labour difficulties have prevented the 
attainment of anything like the rated 
capacity of the plant. This applies to 
st(^l, where the performance of some 
of the new plants has been disappoint¬ 
ing. Accjoiding to the Foiirth Plan Uo- 
emnent (p 317), steel capacity (both 
public and private) in 1968-69 w'as ap¬ 
proximately 9 million tonnes of ingots. 
According lo the Economic Survey for 
1969-70, (p 16), steel production in 
1968-69 was only 4.7 million tonnes. 
Strike.s and bad labour relations have 
affected many industries in West Ben¬ 
gal, and in the whole of India the num¬ 
ber of man-days lost due to strikes and 
lock-outs diuing 1969 was 16.7 million, 
compared to an average of 5.8 million 
between 1961 and 1965. 

Although bad labour ^ relations and 
technical and managerial weaknesses may 
be to blame In some important instan- 
ces« there is no doubt that the environ¬ 
ment in which Indian management has 
to operate is a very diffieult one. There 
is veiy good management available^ and 
dmt it could acfiieve the export growth 
mentioY^d above seems to me regsen- 
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if oidy ocnildl be given 

ittf head 

^SMiAiiagenient of Public Sector 
Enterprises 

So far as public sector enteiprlses are 
concerned some of the problems are 
politioal and administrative. It Is alleg¬ 
ed dut the selection and training of 
managers could be improved, and that 
the detailed criticism of them in the 
Lok Sabha is excessive and forces them 
to devote tbetr energies to answering 
criticisms that are sometimes ill-inform¬ 
ed. It also dampens their initiative.^* 

The experience of the Institute per la 
Riconstruzione Industriale (IRI), the 
Italian public sector holding company, 
is relevant here. It has been found that 
good managers will not stay in public 
sector enterprises which are compelled 
by Government policy (e g, via price 
control or control over location) to run 
at a loss.* A good manager feels that the 
loss reflects on his personal efficiency, 
and he does not want to be associated 
with what is apparently a failure. The 
solution adopted in Italy has been to 
allow public sector enterprises to ope¬ 
rate independently on commercial prin¬ 
ciples, and to use subsidies to make them 
follow particular courses of action which 
ate felt to be in the public interest — 
the same subsidies being available to 
private enterprises of a similar nature. 
The result is that public sector entei- 
prises undertake only those projects 
which look profitable; and their mana¬ 
gers can be, and are, judged on the pro¬ 
fits they make. 

Unfortunately^ profits are an inade¬ 
quate measure of the performance of a 
public sector undertaking in India. This 
is largely because prices here often do 
not mea.sure social benefits or costs ac¬ 
curately at all. This, in turn, is largely 
due to the system of controls, taxation, 
and subsidies, which is in force. In the 
long-run, the objective must be to alter 
the system so that prices are a much 
better measure of social benefits than 
they are at present, and we return to 
this theme below. In the mean time 
(and perhaps in the long-run, too, for 
some public sector enterprises, especial¬ 
ly those with ‘natural* monopolies) it 
should be possible to adopt a system 
of aodal cost-benefit analysis which is 
in any case reqftired for ^e initial de- 
algn and selection ot projects,^* and 
whi<ji can also serve as a method of 
iusessfng perfmmanoe year by year. If 
jbetler projects m sdected in die first 
l^aoCr ^ ^tbdr' managers' peifomiance 
Is iiidfied 1^ die social profihr turned, 
IhiSD bodi mknaim and performance 


can be improved 

Elimination of Direct Controls 

An essenUal objective must surely be 
to eliminate the system of direct controls 
over investment and imports, and over 
the allocation and prices of Jndustrial 
materials, and to replace it by an indi¬ 
rect system working through the mar¬ 
ket. liike India, most other large in¬ 
dustrial countries instituted direct con¬ 
trol systems during the Second World 
War. However, it was considered that 
these systems were not suitable for 
prolonged Use in peacetime, and so 
they were generally dismantled a few 
years after the War ended. The diffi¬ 
culties of amtrolling a large industrial 
system from the centre by direct means 
have been appreciated, not merely by 
Western industrialised countries, but 
also by those in the Soviet bloc where 
there is no itieological commilnient to 
deccntialisation through the price me¬ 
chanism. 

In India, theie have been several re- 
lK)its whirh have pointed out the defi¬ 
ciencies of both investment and import 
licensing.*'* Both these forms of licens¬ 
ing, and other controls, are discussed at 
length in the OECD studies referred to 
earlier.'* There is no need to go over 
• the ground and point out how they have 
failed to achieve the objectives for 
which they were designed, and how 
they have led to hampering of manage¬ 
rial initiative, and the reduction of flex¬ 
ibility. There are probably many who 
are prepared to acknowledge all this, 
but who nevertheless believe that, the 
remedy lies in an improvement of the 
controls rather than in their elimina¬ 
tion. How else (it may be asked) can 
their objectives be achieved? We discuss 
industrial licensing first, but it may be 
difficult to eliminate it xmless and unlil 
the more fundamental problems of eli¬ 
minating impoit licensing and reducing 
protection are tackled. The discussion 
of these follows, and leads to an out¬ 
line and discussion of our proposals, 
which concludes the article. 

Industrial Licensing 

The main objectives of industrial li¬ 
censing have been to ensure that In¬ 
dustries develop in accordance with 
Plan priorities and targets, the protec¬ 
tion of small-scale industries, the pre¬ 
vention of concentration of ownership, 
and the promotion of a balanced re¬ 
gional economic development 

To achieve the first objective, careful 
long-term planning of public sector un¬ 
dertakings is certainly required. Indus¬ 
tries ie the private sector may also be¬ 


nefit from consultation wtdi a ppyog ^ te/- 
Govemment Departments and the- 
Planning Commission. This will 
particularly true of those industries ca¬ 
tering for public sector demands, and 
where there are long gestation periods. 
This is essentially a way of improving 
the information on which private invest¬ 
ment deci.sions are based, and is perhaps 
the main argument for indicative plan¬ 
ning. It Government believes that 
ther^ are opportunities which -are being 
neglected by private investors, there are 
several courses open to it to encourage 
such investment Industrial licensing, os 
has been frequently pointed out, has no 
role to play here since it can only stop 
investment. It might be thought that it 
would at least be useful to stop invest¬ 
ment in the production of inessentials. 
However, a much better weapon is pro¬ 
vided by the tax system. A tax on the 
domestic consumption of luxuries (whe¬ 
ther imported or homo-produced) is a 
far superior tool to the prohibition on 
their production (or import). The tax, 
unlike the prohibition, yields revenue td 
Government and acts as a much more 
efficient method of redistributing income 
from rich to poor. Furtheimore, it 

might easily turn out that the luxuries 
c(mld be exported. I am told that an 
Aigcntinian manufacturer has discover¬ 
ed a good market for his electronic or¬ 
gans in the US! Had he never been al¬ 
lowed to produce them, that opportuni¬ 
ty would have been lost. Many of 
India's handicrafts can be regarded only 
as inessential luxuries, but their value 
as exports is well appreciated. Why 
should not the same be true of other 
'inessentials’ such as golf-balls? 

The arguments that jndustrial licens¬ 
ing is needed to protect small-scale in¬ 
dustries, to prevent concentration of 
ownership) and to secure regional ba¬ 
lance, seem to have been accepted by 
the Dutt Committee. Yet, that Cora* 
mittcc does not believe that licensing 
can play more than a very limited role 
so far as these objectives are concern¬ 
ed. It points out that, it is very diffi¬ 
cult for licensing authorities to know 
who will ultimately own or control a 
licensed undertaking. Large-scale un¬ 
dertakings may be prevented from ex¬ 
panding into certain fields, but that does 
not ensure that small-scale ones will 
find these fields profitable. Likewise, 
licensing may stop expansion in some 
regions but cannot guarantee it in 
others. The Committee thinks that a 
Monopolies Commission, ‘fiscal devices*, 
and the ‘use of the public sectoF, are 
the main weapons which must be used 
against industrial concentration^ like- 
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wfse» fiscal devices and the provision of 
infrastructure can be used to promote 
industries in particular regions.^® Des- 
Sjite all this, the Committee’s view is 
that a modified system of industrial li¬ 
censing should he maintained. 

There is much to agree with in the 
Committee’s Report, particularly its em¬ 
phasis on the importance of other policy 
instruments (including, besides those al¬ 
ready mentioned, the provision of fin¬ 
ance by hanks and other financial insti¬ 
tutions in the public sector) as a means 
of securing the objectives of licensing 
policy, and its desire to reduce the 
scope oi what might he called ‘careful 
licensing’, thus making most licences a 
formality. However, my own inclina¬ 
tion is still to question whether there is 
any useful role left for industrial licens¬ 
ing — apart from the control of foreign 
investment or urban development. 

Much of the Committee’s Report is 
concerned with tlie, need to restrict the 
growth of the ‘larger industrial houses'. 
Roth the Dutt and Hazari Reports show 
that the heensing system has tended to 
benefit tlie larger houses, and it is not 
surprising that there .slumld he concern 
with the dangers arising from monopo¬ 
ly and the concentration of economic 
powiT. In the United Kingdom, tlie em¬ 
phasis of policy has been much more on 
tfie outlawing of lestiictivo trade prac¬ 
tices, and Timeh less on attacking size* 
as such. The view . has been that, 
large-scale concerns may he nec'essary 
lor economic efficieney and lo compete 
with foreign coiiceins of equal or 
greater size. In India, the element of 
foreign c*ompetition is less important at 
present, thanks to the protected domes¬ 
tic market and the much smaller rela¬ 
tive importaricii of exports. If thcM" 
featuies of the Indian sce"n<* c-oiild hfj 
changed — and we argue below that 
they should he — the case for restrict¬ 
ing the growth of large industrial hou¬ 
ses would he weakened and, at tne 
same time, a check on th(*ir efficiency 
and i>ower w'oiild be i)rovided. In ge¬ 
neral, it seems preferable to support 
the weak rather than to weaken the 
strong, provided that the latter’s 
strength can he turned to good purpose. 
India surely needs the benefit of all the 
best management she can command. This 
can he secured by positive policies to 
promote small-scale industries and un¬ 
derdeveloped regions, and by ensuring 
(in ways discussed below) that the large 
indUvStrial houses can moke good pro¬ 
fits only hy producing efficiently and 
competitively. They will then contri¬ 
bute to the rest of society through the 
taxes they pay, and the employment at 


higher wages which they provide, and 
their enterprise will be put to good use. 
Niir must one underestimate the compe¬ 
titive strength of small-scale industry, 
once it is given access to matexials and 
semi-manufactures on thd same terms as 
large-scale industry. In both Hong 
Kong and Taiw'an, small-.scalc industry 
has flourished without any special pro- 
tectioii. In fact, some observers are wor¬ 
ried hy its obstinate survival! In Pak¬ 
istan, despite discrimination against 
them hy the import licensing system, 
some small-scale industries have grown 
very rapidly indeed. Thi* best way lo 
fielp small-scale industries is to improve 
tlie markets which serve them, to elimi¬ 
nate controls which effectively discri¬ 
minate against them, and to supply them 
with infrastructure, credit and technical 
.id vice. 

Import Licensing 

The main objectives of import licens¬ 
ing must seem, to tfie plain man, like 
common sense. Foreign exchange is 
scarce in India, ami so it should not 
he wasted hy speudmg it on inessential 
goods or on gcHnls which can he made 
in India. Carefully iiilerprctcd, it is im¬ 
possible to (piurrcl with these objec¬ 
tives, since they arc trnisiiis. II a better 
use can he found for foreign exchangt\ 
it should he fomid (foreign exchange 
sfioukl not he spent on inessentials). 
Likewise, if .some good can he better 
I)rodiicetl in India, it should he obtained 
horn tliert' rather than imported. This, 
however, docs not take onej vt»ry far, 
and it is when admimstiators attc lupt to 
ilraw up lists oi goods which aie ‘es- 
snitial’ or ‘incssentiar, or which are or 
arc not ‘indigenously available’, that 
one becomes aware of the inadequacy 
of these <)hj(‘Ctives as a guide to import 
licensing. Instead of repeating the ar¬ 
guments, and recalling the evidence, 
which show th<* failure of import licens¬ 
ing to achieve thtim (I resides entail mg 
many unwanted side-elTeets), let us con¬ 
sider the alternative system of allocating 
foreign exchange through the price sys¬ 
tem arul see whether it is one wliieh 
India could adopt, and, il it could, how 
it could Ik* used to achieve the satin*, 
objectives. 

There are two practical n'asons why, 
it may he argued, India could not give 
up import licensing even if she wanted 
to. The, first is that it is essential lor 
managing the balance of payments, and 
the second is that it is made nece.ssary 
by tied aid. On the first, one am point 
out that very many other countries — 
developing as well as developed — ma¬ 
nage without India’s comprehensive sys¬ 


tem of import controls. Furthennore« 
some of them arc moie dependent on 
foreign ^de, and are pursuing amhi- 
tiou.s development programmes. The ge¬ 
neral level of imports can, in the long 
run, be restricted hy tariffs, or hy the 
exchange rate, i e, hy raising the domes¬ 
tic price of imports sufficiently to choke 
off demand to the required level. Tfie 
belief that imports in aggregate are in- 
siMisitive to price in the long run does 
not hear critical examination. For the 
users of some imports in India, price is 
already the crucial factor, since the 
goods can be purchased on black mar¬ 
kets. For others, at different times in 
th<* past, licences have been freely avail¬ 
able, so that the prices in ‘white’ mar¬ 
kets have been operative. In the very 
short inn. it is true, the rliMiumd lor al¬ 
most an>thing is insensitive to price. 
Fliutuations in the balance of payintmts 
should, therefore, he financed by fluctu¬ 
ations ill intemational reserves and by 
short-tenn honowing fioni thi* IMF or 
Iroin other foieign Iciulrrs. At tfie end 
of September 1970, India’s total inter¬ 
national reserves amounted to a))out six 
months’ imports at their rate in 1969- 
70. This, admittedly, was a tlepressed 
h‘vel of imports, anti it is only recently 
that reserve's have incieased. Never¬ 
theless, six months’ imports compares 
well with corresponding ratios in other 
clevt'loping countries which do not have 
India's comprehensive system of import 
controls.^^ Fuithermoic, India's quota in 
the IMF is equal to four months' im¬ 
ports, which is larger than that of many 
other developing countries.^® 

Thus, the argument that import con¬ 
trols arc needed to manage the balance 
of payments is not convincing. Other 
means, which arc more idlicicnt, can be 
used and have been used partially by 
India and almost wholly l)> many other 
successful develojiing countries. 

Import licensing certainly eases the 
administrative piohlern of allocating 
tied aid in some respects, especially to 
private sectoi <*riteipiis<*s. If foreign 
cxcliange wc're hi'clx .ivailahle, why 
should a would-be importer he willing 
lo accept it on lli<- (ondilion that it he 
siKjnt only in a paiticular ouintry and 
on a particular laiige of jirodiicts -— 
I'specially wlien this means that he has 
to pay much liigher prices for those 
products? The answer to this qiiC.stion 
is that he would do .so if it were made 
worth his while hy what was effectively 
a subsidy. Tied aid would therefore 
have to bej suj).vidised, but this would 
have the incidental advantage of mak¬ 
ing clear its true value to the recipient 
country. There seems to he no insuper- 
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able di£Sculty here, and the attendant 
. administrative problems are negligible 
compared to those of the existing license 
\jng system. 

Proposed System of Taxes and 
Subsidies to Replace Controls 

There seems no doubt that India 
could replace import licensing by the 
price system as a means of allocating 
foreign exchange for imports. Admit- 
t<‘tlly, there would he serious transi¬ 
tional problems, to which wo return 
below. 

First, however, let us sketch out the 
main features of the system we are ad¬ 
vocating so that we can see that it ful¬ 
fils India’s requirements more satisfac¬ 
torily than the present one. We are at¬ 
tempting only an outline sketch, as we 
cannot claiin to have sufficient know¬ 
ledge for more than that, and everi that 
may be too ambitious. At the risk, then, 
of oversimplifying matters and over¬ 
looking important issues, and in order 
to stimulate discussion, let us list the 
main points as follows. 

(i) Modem large-scale industry would 
be promoted by subsidies rather than by 
protection, but, if protection must be 
given, it should be by tariffs rather than 
by quantitative import restrictions. The 
subsidies would be chosen so as to ‘go 
to the heart of the probltm', i e, to pro¬ 
mote dirc^clly the thing which the ex¬ 
isting sy.stern of prices fails to promote 
sufficiently. Many would regard this 
as being the employment of labour in 
modem industry, or the training of la¬ 
bour, at all levels of skills. Subsidies 
would, therefore, be given to employ¬ 
ment or to training, or both. In some 
cases, however, subsidies could be given 
to output, or to inputs other than la¬ 
bour. 

(ii) The finance for these subsidies 
could be found by taxing the consump¬ 
tion of manufactures in India. So far as 
possible, taxation would be confined to 
consumer goods, and it would be heavi¬ 
est on luxuries. Industrial materials, 
components, machines, etc, would not 
be taxed except where this seems neces¬ 
sary for administrative reasons (e g, a 
tax on all petrol is probably necessary 
because of the difficulty of taxing 
private constuners' motoring in other 
ways). Again for administrative rea¬ 
sons, the taxes would have to be levied 
at the point of production or import. 
Very small-scale manufacturers would 
therefore be exempt, and the tax would 
fall only on large-scale manufacturers 
and imports. 

(iii) Imports, apart from a few excep¬ 
tions, would be unrestricted and sub¬ 


ject to the consumption taxes just men¬ 
tioned. They might, in addition, all be 
subject to a low tariff of, say, 10 per 
cent. This could be justified on ‘terras 
of trade’ grounds, as an administratively 
convenient way of raising revenue, and 
as a means of protecUng small-scale pro¬ 
ducers of capital goods or industrial 
semi-manufactures (.small-scale producers 
of manufactured consumer goods would 
be protected through not having to pay 
the con.snmptioii tax). 

(iv) Exports of a few primary products 
might be taxed (eg, tea, especially If 
the present international negotiations to 
restrict exports are successful). Other¬ 
wise, exports of manufactures would be¬ 
nefit from the employment and training 
subsidies (and possibly output subsidies) 
mentioned above, but there would be no 
other siiljsidies. As compared with the 
present system, however, the benefits to 
exports would be substantial, since ma¬ 
nufacturers would be able to buy their 
machines, equipment and materials 
freely at world prices (plus, at most, 
the 10 per cent tariff if this were not 
rebated). In theory, perhaps, they are 
meant to be able to do that now; but 
there is a world of difference in practice. 
Tliey may be cximpelled to buy high- 
priced domestically produced machines 
or materials, and, where they are al¬ 
lowed to buy imports, neithiT the im¬ 
port licensing system nor the tax rebate 
system can cope with the needs of an 
exporter who wants to expand his sales, 
oftiMi of new products, by something 
of the Older of 25 per cent a year or 
more. 

(v) The exchange rale would he at 
a level which, taking one year with 
another, maintained an adequate cur¬ 
rent balance of payments, given re- 
i.H'ipts of aid atid other net capital 
movements (which would remain sub¬ 
ject to control). The best system might 
be a ‘discretionary crawling peg’, i e, 
an exchange rate which is fixed by 
Government but changed by very small 
amounts from day-to-day in such a 
way as to maintain an adequate cur¬ 
rent balance on average over a period 
of years. Short-term balance of pay¬ 
ments fluctuations would be financed 
from reserves and short-term ]>orrowing. 
Reserves should l>e built up still more 
from present levels to make this easier. 

The above points all relates to the 
foreign exchange aspt^cts of industriali¬ 
sation policy. There arc many other 
important aspects (the improvement of 
labour and capital markets, the provi¬ 
sion of infrastructure, education, train¬ 
ing, the promotion of research, invest¬ 
ment planning, etc), which there Is no 


space to discuss here, and which are 
only discussed briefly in the OECD 
study. I do not wish to pretend that, 
if the above system were adopted, all 
, of India’s problems would Ire solved, 
even in tla^ restricted field of industria¬ 
lisation. Nevcrtheles.s, it would yield 
certain substantial advantages ov(?r the 
present system, including the following. 

Advantages of the Proposed 
System 

First, the eliminaUon of a vast body 
of direct controls and their attendant 
disadvantages. 

Secondly, a set of prices which would 
bo a better reflection of social costs and 
benefits, and which would, therefore, 
encourage and permit more socially 
lieneficial production. Manufacturers 
would both buy their materials, com- 
pements and equipment at world prices 
(or close to them) and sell their out- 
piit at woild price.'*. Regaiding their 
enterprises as foreign exchange savers 
or earners, they could only .survive and 
grow hy net saving or earning of fore¬ 
ign exchange (or its equivalent). It is 
true that labour and training would be 
subsidised, and po.ssibly certain other 
inputs or outputs, but this would be 
done only in order to make the prices 
paid or received by manufacturers cor¬ 
respond more closely to social costs or 
benefits. There would thus be a tre¬ 
mendous difference between that and 
the present situation in which manu¬ 
facturers may buy some, inputs at close 
to world prices, and others at prices far 
above them, while selling their outputs 
at prices which may equally bear little 
or no relation to those niling on world 
markets — the net icsult sometimes 
being that, piofit can be earned where 
a minus quantity of foreign e.xchange 
(or its (vpiiv.ilent) is being saved or 
earned. 

Thirdly, a better distribution of in- 
ronic, since both eanployment and small- 
scale indii.stry would be promotc'd and 
since the rich would be more heavily 
taxed by the taxes on manufactured 
consumer goods. The main stimulus to 
€MTiploym(‘nt would probably come 
from the faster growth in exports which 
would emerge. Since expoit industries 
tend to be more labiiur-intensive than 
Si^ine of the industries recjuirc<I to sub¬ 
stitute for imports, and since the sys¬ 
tem advocated would tend to iiicrea.so 
Ixith exports and imports more than 
the present system can, higher employ¬ 
ment should result (although it would 
take time to make more than a small 
dent in the employment problem). 
Fourthly, greater independence for 
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India. This may sound paradoxical, 
\ siiK» more trade and less autarky is 

\ l)eing advocated. Nevertheless, inde- 

ptMidence would be increased if imports 
became less essential at the margin, and 
if foreign exchange reserves were in¬ 
creased and controls over imports were 
elitninated. A reduction in aid to India 
could then be l>orne more easily, and 
likewise a sudden requirement for ad¬ 
ditional imports of food could be fin¬ 
anced, if necessary, without aid. In 
negotiations over tariffs or restriction.^ 
on trade, India would have some bar¬ 
gaining counters, since, with larger im¬ 
ports and fewer restrictions on them, 
the threat of imposing restrictions 
would have to be taken more seriously 
by foreign exporters. 

• Problems of Transition 

All this, it hardly needs saying, could 
not be achieved overnight; nor would 
it be wise to try to move towards it 
very quickly. The changes required in 
relative prices would benefit many 
manufacturing enterprises but they 
would also liann a great numbcjr. The. 
latter should be given time to adapt 
to the new situation: otherwise there 
would be strong opposition to the 
change, a danger of social disruption, 
and, in the end, a retreat to the status 
quo ante. This has hapiicned in other 
counlries which have tried to press 
tiirough import libcjralisation program¬ 
mes t<M) quickly, and it happened to 
some extent in India following the de¬ 
valuation of 1966. 

That experience also suggests ano¬ 
ther lesson. The liberalisation pro¬ 
gramme would have had a much better 
chance of success had it not cx)incided 
with the streond of two bad droughts. 
As it was, the rising pric'cs, the indus¬ 
trial recession, and the failure of agri¬ 
culture-based exports, were all blamed 
on devaluation, although they were 
due to the bad weather. It was, in 
these circumstances, politically impos¬ 
sible to proceed with the liberalisation 
programme. In Western Europe, the 
remarkable freeing of trade, which has 
occurred sfnee the War, took place in a 
period of rapidly growing incomes and 
employment. The same is true of the 
United States, and the recent revival of 
pr^tectionisim owes much to the slack¬ 
ening of industrial activity there. The 
tinting anid speed of a liberalisation 
programme must, therefore, be deter- 
inftfed in the light of changing circum¬ 
stances, and political judgment of a 
hi^ order is required. It is important 
to -make the most of favourable wea¬ 
ther. A promise of n substantial 


volume of foreign aid — especially if 
it were untied and carried little or no 
repayment obligations (as was the tase 
in Taiw.ui) — could also make a big 
difference. 

Apart from these considerations 
(which are probably the crucial oue.s), 
what might a liberalisation progranunc 
look like? In the OECD study, we 
.suggested that its main stages should 
ho the following: 

(1) The first step would be to phase 
out import restrictions and replace 
them by tariffs. If, for legislative 
reasons, tariffs cannot be ea.sily or 
quickly changed, multiple ex¬ 
change' rates could be used instead. 
Their economic effect is the same, 
sinco the difference between the 
official exchange rate and the rate 
ruling for a particular category of 
imports serves the same function 
as a tariff. Insofar as import eii- 
titleriK’nts represent a c-oneealed 
subsidy to exports, they should b<* 
replaced by open subsidies oi, 
again, by favourable multiple rales. 

(2) The exchange rate should next be 
devalued to a level which, it is 
thought, cun be niaintahied in the 
long-run, i e, even after mo.st 
tariffs and export subsidies have 
been alndished. This has to be 
qualified by making the ix)int that, 
a gradual change in the rate (to 
offset, for example, rising prices in 
India) could be allowed to take 
place, using the crawling peg 
method oi adjustment. If this is 
rejected, then the rate may have 
to be set lower initially so as to 
last for whatever is considered to 
be the minimum porh^l ]5eff)rc 
another adjustment can take place. 

(3) Simultaneously with the devalua¬ 
tion, tariffs and export sulrsidics 
should be adjusted downwards, and 
export taxes upwards, by whatever 
amount is necessary to offset com¬ 
pletely the. effects of the devalua¬ 
tion on the internal price structure. 

The net effect of all the stages so 
far should be approximately zero on 
internal prices, since the tariffs and 
subsidies in stage 1 would be calculated 
so as to have the same effect as im¬ 
port restrictions or import retention 
schemes, while the effects of the de¬ 
valuation would he offset by the tariff 
and subsidy changes in stage 3. How¬ 
ever, since it would not be possible to 
calculate exact ecjuivalents in stage 1, 
some relative prices might change. For 
this reason, and also l>ecause the hold¬ 
ers of import licences would lose as 
tariffs replaced them, stage 1 should be 
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a gradual process. It might wdl be 
accompanied by payment of a small 
labour subsidy, financed by the tariff 
1 C venue, which would give some com¬ 
pensation to holders of actual user 
licenc'c.s, and, for the rest, would en¬ 
courage exiwrts and employment. At a 
later .stage, when experience had been 
gained, the rate of labour subsidy could 
f)fi stepped up and, possibly, training 
oi other subsidies introduced, while 
taxes on the domestic production of 
consumer goods in the modern sector 
would bo stepped up siniuItaneou.sly to 
pay for them. This should not, gene¬ 
rally spt'aking, affect the price level 
either, since domestic producers' costs 
on average would be unchanged (the 
tax revenue iK'ing handc'd back as 
labour subsidies, etc)., and should, iri' 
deed, gradually fall as efficiency in¬ 
creased. MoHNivcr, whore they coin- 
peteil with imiKirls coming in over the 
tariff, their prices would have to e(juaJ 
approximately the tariff inclusive price 
ol imports and, up to the end of stage 
3, this would be unchanged. However, 
the devaluation would affect the ‘price* 
oi capital transactions abroad. Us 
eff<’cts on service transactions could, in 
principle, b(' off.sct Iry a suitable system 
of multiple rates, and in some cases 
this might lx*. dcsiral)le. It would be 
simpler, however, to allow tlic full 
effects on .services to be felt at once, 
and not to phase them in gradually. 
Let us now describe the final stage. 

(4) Tariffs (or multiple rates) would 
be grailually roduc'ed, as would 
export subsidies and export taxes, 
until they reached their final de¬ 
sired levels. Multiple rates amid 
then be given legislative ‘per¬ 
manence' as tariffs or subs{die.s, 
and there would only be one offi¬ 
cial e.\changc! rate. If tht; plan 
advo('ated above were adopted, 
this final position would be one in 
which there was a small uniform 
tariff on all imports (plus taxes on 
both the domestic large-scale pro¬ 
duction and import of various con¬ 
sumer goods and other goods such 
as petrol), no export subsidies and 
a very' few export taxes (e g, on tea.) 

This final stage might take a number 
of years to implement, and its broad 
outlines should be announced in 
.ulvana; so that investment plans could 
take it into account. There is no rea¬ 
son to expect that its implementation 
would l>c inflationary or worsen the 
balance of payments, since reductions 
in import and export taxes would work 
ill opiiosite directions in froth casc.s. 
liKleed, the Ireiiefits in greater efficiency 
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should Irad to faster growth, lower 
costs and prices, and a luoie tomlor- 
tablc balance of payments position. 

Conclusion 

Althougli the rate of growth of in¬ 
dustrial output in Ijidi.i has slackened 
in recent years, the rate of growth of 
her mm-tiaditional exports of manufac¬ 
tures has ])ccn rapid and encouraging, 
and has sliown that a peiiod of expoit- 
led growth is a real i)ossibiIity. How¬ 
ever, to some exlenl, the iapid growth 
ean lie altiiboted to speeial factors 
which will not Iasi, and, if it is to l)e 
sustained and <‘Vi‘n accelerated, as it 
conld be, the iriannfaetnring sector will 
have to licconu^ more tlexihle and com¬ 
petitive and die shoitages of materials 
which have been hnmpeiing it will havo 
to be overcoim;. 'Hie environment 

needs to be changed so that the best 
inanagf’ineiit, in both the public and 
private sc'cttiis, and iu both large-scale 
and small-scale iindei takings, is enablo- 
rd to eontiibiito moie fully. Direct 
coiiliols (ivc'i* mvcstmeiit. impoils, and 
the allocation and i)iie(‘s of industrial 

niateiials, have not achieved the oh- 
leclives lor which they v\ere designed, 
and have had many unfoitunato side- 

eflccts. TIu; suggestion is made? heie 
that lhe> should bt* giadu.illy leplaced 
by a system of indirect controls w'ork- 
ing by means of taxes and subsidies 

through die maiket. Indusliy would 
still receive special encouragement but 
the resulting system sliould lead to a 
more eomix'litive, flexible and clficicnt 
industrial sector, with Inith exports and 
imports at higher levels and growing 
more rapidly. l*anployment w'ould also 
be liigber, and the enviionmcnt should 
cncouiage a fastei growth of small- 
scale iiidustnes. Kinallv', although the 
process of transition to this system 
would be difficult, and could be ap¬ 
preciably eased and .speeded up by 
foreign aid, the end lesiilt would be 
greater independence (despite more 
foreign trade) for India, with less need 
to rely on aid m the future. 

Notes 

1 1 M D Little, T Scitovsky and 

M FG Scott, “Industry and Trade 
in Some Developing Countries’*, 
Oxford University I^e.ss, for the 
Development Centre of tlie Orga¬ 
nisation for Economic Co-operation 
and Development, 1970. 

2 J Bhagwati and P Desai, “India: 
Plamiing lor Industrialisation“> Ox¬ 
ford University Press, for the De¬ 
velopment Ontre of the Oigani- 
sation for Economic Co-operation 
and Development, 1970. TTiere ara 
also volumes on Brazil, Mexico, 
Pakistan, the Philippines and Tai¬ 
wan. Bhagwati and Desai’s know¬ 
ledge of the subcontinent fax ex¬ 


ceeds my own. I cannot claim that 
eitlier they, or niy fellow-authors 
of the comparative volume, would 
agree with everything said here. 
Nevertheless, I hope I have not 
misK^presented the general drift of 
their, and our, thinking. Inevit¬ 
ably, 1 have had to compress much 
oi the argument, and much is 
omitted. I thought it best to cwi- 
eentrati^ mainly on our positive 
proposals, and to leave out the 
description and analysis of past 
experience and policies which led 
ns to them, as well as omitting 
mueh of the theoretical argument 
underlying them. Neverthel^s, in 
the space at my disposal, 1 have 
done m\ l^est to explain and justify 
the i)roposals themselves. 

d 'I’fie figures quoted are based on 
those given in the Reiserve Bank of 
India Bulletinj September 1970, pp 
160b, 1607. The following items 
are classified as non-traditional ex¬ 
ports of manufactures: chemicals, 
eirnent, non and steel, ‘othei’ 
manufactured articles and ‘miscel¬ 
laneous transactions and commodi¬ 
ties’. 'rho last category presumably 
ineliidos some non-manufactures, 
but their value is not shown sepa- 
r<itely in the source. Excluding 
the last categoiy, the remaining 
non-traditional manufactures in¬ 
creased by 23 per cent per annum 
from 1965-66 to 1969-70. Ex¬ 
ports of leather, cotton textiles, 
jnt<* textiles, woollen carpets and 
lugs and art silk manufactures are 
classed as ‘traditional’. 

I Fomth Five-Year Plan, 1969-74, p 
44 The first five years run from 
1968-69 to 1973-74. 

5 See, for example, R H Patil ‘Ex¬ 
ports of Engineering Goods; Pro- 
l)lems and Prospects’ in the 
Reserve Bank of India Bulletin 
Oct(;ber 1970, especially pp 1717-9. 

6 I’atil, op city p 17^, mentions es¬ 
pecially various types of iron and 
steel products while Rokuro Sase, 
Vi jay G Pande, and Martin E 
Abel, ill “Projections of India’s Ex¬ 
ports in the 1970's’', Ford Foimda- 
tion, New Delhi, September 1970, 
pp 59-65, mention copper-bearing 
steel (for railway wagons, coaches 
and components), copper for elec¬ 
tric motors, transformers and 
switchgears, imported spare parts 
for re-exports which are needed for 
servicing previously exported equip¬ 
ment, plastic insulated caoles, 
aluininium, glass containers and 
steel containers (or sheet steel to 
make them) for chemicals. Accord¬ 
ing to the Annual Report on tho 
working of the Reserve Bank of 
India for the year ending June 30, 
1970, p 3, “the slow-down in the 
rate of industrial production was 
due mainly to the tight supply 
position of agricultural raw mate¬ 
rials and shortages of special cate¬ 
gories of steel laced hy thejengi- 
iiecring and allied 'inoiistrles*'. 

7 See Patil, op cit, p 1718. Of 
course, the dosure of the Suee 
Canal was not pure gain, since it 
hampered export to countries fur¬ 
ther West. 


S Thus Rokuro Sase ei al, op eft, 
p 60, report that wages in the pro- 
duction of railway wagons, etc, 
went up by 30-35 per cent in/ 
1968-69 and 1969-70. 

9 Some of the shortages mentioned 
in footnote 6 are of imported com¬ 
ponents or materials — or could be 
alleviated by importing. 

10 According to estimates given in the 
Reserve Bank of India Bulletin^ 
April 1970, p 580, the ratio of out¬ 
put to capacity (measured as the 
sum of previous peak outputs In 
individual industries) for all manu¬ 
facturing industry was 80.2 per 
cent in 1968, compared to ratios 
from 86.7 per cent to 88.9 per cent 
in 1960-65. 

11 Annual Report on the working of 
the Reserve Bank of India for the 
Year ending June 30, 1970, p 4. 

12 vSec, for example, S K Bhattachary- 
ya, Indian Institute of Manage¬ 
ment, “Spotlight on the Top Men 
in Business”, and Swaminathan S 
Aiyar, ‘Ciovemment scrutiny balks 
initiative’. The Times, November 
30, 1970, special re^rt on India. 

13 See I M D Little and J A Mirrlees, 
“Manual of Industrial Project Ana¬ 
lysis, Volume II, Social Cost Bene¬ 
fit Analysis”, OECD, Paris 1969. 

14 On investment licensing, the latest 
is the Report of the Industrial Li¬ 
censing Policy Inquiry Committee, 
July 1909 (the Dutt Rei>ort). This 
was preceded by the Interim Report 
to the Planning Commission on ‘In¬ 
dustrial Planning and Licensing Po¬ 
licy’ by R K llazari, submitted in 
December 1966. ' There were also 
the Ninth Report of the Estimates 
Committee of the Lok Sabha on 
'Industrial Licensing’, July 1967, 
and the two reports by the Indus¬ 
tries Development Procedures Com¬ 
mittee (Swaminathan Committees) 
in March 1964 and February 1966. 
On import licensing, there is the 
Report of Study Team on Import 
and Export Trade Control Organisa¬ 
tion (Mathur Report), Part I, 1905; 
Part II, 1966; and also C Lindblom 
“Indian Import Controls”, New 
Delhi: USAID, July 1965. On sted 
rationing there is the Report of the 
Committee on Steel Control (Ra| 
Committee), New Delhi, October 
1963. 

15 See J Bhagwati and P Desai, op cU, 
Chapter 13 to 16 indusive, and 
Little, Scitovsky and Scott, op cit 
Chapter 0. 

16 Op cit paras 8.12 to 8.19. 

17 Thus, at the end of 1969, the re¬ 
serves of Argentina, Brazil, Chile* 
Mexico, Peru, EUist Africa ^enya, 
Tanzania and Uganda), Et^pia 
and the Phllippinj^ all oovereo a 
smaller fraction of their imports in 
1969 than the above quoted figure 
for India, while Malaysias reserves 
only equalled seven mondis* Im¬ 
ports and Thailand’s nine and a 
half months. 

18 The quotas of all the ooimtites 
mentioned in the preceding foot* 
note ^equalled less than three 
months” imports in 1969, and for all 
except Argentina and C^e eqpiat* 
led less tfiui two months’ InsportiL 
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Fublic sector PriciDg Kules 

Partha Daagupta 

This paper is concerned with giving a brief account of the rules that governments would want to 
follow (and, therefore, putative rules that they would not) in evaluating public sector projects under vari¬ 
ous plausible sets of constraints that governments may face in imposing taxes. 

The problem, in its most pristine form, is this: Suppose that, in a perfectly competitive economy, 
government is unable to impose lump sum transfers among individuals. It is well known that under some 
fairly mild conditions such an economy, in the absence of any government txction, would, in equilibrium, 
be at a Pareto Optimum. But the distribution of income in equilibrium may be perfectly ghastly. Gov- 
ernment now desires to increase social welfare by introducing distortionary taxes and undertaking 
public production. One would want to know then what the structure of optimum excise taxes is. One 
would also want to know what prices government would want to use in deciding on public production. It 
is the latter question that the author is, in the main, concerned with though he has something to say 
about excise taxes also. 


[For pleasurable conversations 
M Dntta-Chaudhuri, A K Sen and 

The PnoBUES^ 

IN a perfectly winpetitive economy, 
where lump sum taxes are feasible, the 
rules that the government ought to 
follow^in order to maximise social wel¬ 
fare are quite straightforward.^ The 
only taxes that are desirable are lump 
sum tansfcrs. They go towards improv¬ 
ing the distribution of income. At the 
optimum, consumer prices are identi¬ 
cal with producer prices. the eco¬ 
nomy faces constant world prices, do¬ 
mestic producer prices for traded com¬ 
modities would equal these world pri¬ 
ces. There is thys no case for setting 
up distortion ary taxes or tariffs. In 
such an economy, it would really be a 
matter of lndiffere;iice whether a parti¬ 
cular production process were to belong 
to the private sector or to government, 
since the prices set to the public sec¬ 
tor would be identical to the prices 
faced by competitive private produc¬ 
ers.® 

All this is well known. It is also of 
not much help to know it. For it 
must be admitted that in the econo¬ 
mies that we know imperfections 
abound, and so do constraints. For 
reasons that are not dear, the theory 
of public finance contains elaborate 
accounts of market imperfections (o g, 
externalities, and the phenomenon of 
'moral hazard’), but till recently it did 
not contain much on the kinds of 
constraints that governments are likely 
to face in wielding the controls that 
are at its disposal.® 

In tbis paper I am concerned with 
giving a brief account of the rules that 
governments would want to follow (and, 
therefore, putative rules that they 
would not) in evaluating public sector 
profects under various plausible sets of 
constraints that governments may face 
in imposing taxes. In doing this, I 
shall eschew market imperfections. 1 
do this, not in the belief that imper- 


about the issues discussed in this 
A Vaidyanathan.] 

fections of the market are not of im¬ 
portance but because it is worthwhile 
to focus sharply on the considerations 
that arise when governments, for a va¬ 
riety of reasons, have limited tax 
powers. Indeed, ignoring such con¬ 
straints can result in strikingly bad 
theories of government action. 

It is as well to mention at the out¬ 
set that, I am not conceraed in this 
paper with tax constraints that prohi¬ 
bit the attainment of the optimal rale 
of savings. This has been discussed at 
length by several economists, in par¬ 
ticular, by Sen [14] and Marglin [9]. 
The problem of equity that I am add¬ 
ressing myself to here is not one con¬ 
cerning different generations, but one 
concerning people of the same genera- 
ration. As such, this paper is a pro¬ 
gress report, and I rely, in the main, 
on the results obtained in Boiteux [1], 
Diamond and Mirrlees[5], StigUtz and 
Dasgupta, [18], and Dasgupta and 
Stiglitz [4]. 

The problem, in its most pristine 
form, is this: Suppose that, in a per¬ 
fectly competitive economy, govern¬ 
ment is unable to impose lump sum 
transfers among individuals. It is well 
known that under some fairly mild 
conditions such au economy in the 
absence of any government action, 
would, in equilibrium, be at a Pareto 
Optimiun (see Koopmans [7]). But the 
distribution of income in equilibrium 
may be perfectly ghastly. Government 
now desires to increase social welfare 
by introducing distortionary taxes and 
undertaking public production.® One 
would want to know tben, what the 
structure of optimum excise taxes is. 
One would also want to know what 
prices government would want to use 
in deciding on public production.® It 
is the latter question that I am, in the 
main, concerned with here though I 
shall often say something about excise 


paper the author is indebted to 

taxes also.® 

The DL\MOND-MimujCEs Economy 

Suppose now that there are absolu¬ 
tely no constraints in setting commodi¬ 
ty taxes. That is to say all commodi¬ 
ties that need to he taxed can be taxed 
costlessly, and that each can be taxed 
at whatever rate government wants to 
impose.^ It has been shown by Dia¬ 
mond and Mirrlees[5] that such an 
economy will be productively efficient 
at the social optimum.' It would fol¬ 
low then that, at the optimum, govern¬ 
ment imposes taxes only on final con¬ 
sumer goods. There is no case, then, 
for taxing transactions between private 
firms, nor for taxing transactions be¬ 
tween the public sector and private 
producers. If the country faces con¬ 
stant world prices it ought to trade. 
At the same time there should be no 
tariffs (subsidy) for the import of in¬ 
termediate goods and raw materials.® 
If a consumer good is imported the 
tariff (subsidy) on it ought to be the 
sumo as the tax (subsidy) on the do¬ 
mestic production of this commodity. 
Finally, it is clear that there should be 
no tariff (subsidy) on the export of any 
commodity. Put in a nutshell, domes¬ 
tic producer prices for traded commo¬ 
dities should be equal to world prices, 
and government ought to use these 
world prices for traded goods in evalu¬ 
ating public sector projects. 

In other words, the shadow prices 
for traded goods that public sector 
project evaluators ought to use are 
world prices. For goods that cannot 
be traded (like, as is most often 
the case, construction, transjxirt and 
electricity), clearly no world price ex¬ 
ists. The optimum producer prices have 
to be computed from the optimisation 
model. But what is important is that 
the public sector ought to use the 
same prices that are faced by the pri- 
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vate producers. This is, after all, a 
necessary conditioti for attaining pro¬ 
duction efficiency for the economy as 
a whole. Public goods are supplied 
free to consumers. Assume that gov¬ 
ernment sets tlie price Ru to private 
producers to produce the u'** pub¬ 
lic good (u=l,-- k). If govern¬ 

ment produces this public good, it 
sets Ru as the shadow price. Suppose 
now that is the total output of 

public good u in the private sector. 
Suppose for ease of exposition that 
the only taxes that are imposed are 
commodity taxes and the only com¬ 
modities that are not traded are pub¬ 
lic goods and that all commodities 
(private and public) enter individual 
utilities. If Qj is the consumer price 
for private good i (i= I, • ^*^d Pj 

is its producer price (equal to world 
price) then the tax on this conunodity 
is “Q,—Pj. Suppose now that Z| 

is the net production (/,- < 0 if it is 
a net input) ol piivatc good i ui the 
imblic sector, and is the net con¬ 
sumption of this commodity in tht^ 
economy. As one would expect, gov¬ 
ernment's budget balances a' the op¬ 
timum. The budget balance equation 
reads 

S TjCj i P, Zj- V R„gP-0. 
i l i-l u -1 

The first term is the total tax reveriu(', 
and the second term is the net expen¬ 
diture in the public sector in the pro¬ 
duction of private goods and the pur¬ 
chase of private factors, the goods 
being valued at die appropriate sha¬ 
dow prices (here world prices). The 
third term represents government's 
payment to the private sector for the 
public goods that private producers 
supply. If, for example, the public 
sector faces increasing returns to 
scale production functions 2 

will be negative. The total tax reve¬ 
nue will, naturally, need to be positive 
and equal in magnitude to finance the 
losses incurred m production and the 
payment to the private sector for the 
production of public goods. 

To my mind the Diamond-Mirrlces 
model is the simplest one to raise the 
class of questions tliat we are concern¬ 
ed with here. The rules for producer 
taxation are particularly transparent. No 
doubt it is hard to complete the opti¬ 
mum consumer taxes. They are also 
sensitive to the choice of the social 
welfare function. But the shadow pri¬ 
ces ill the public sector are easy to 
discern. 


The Boiteux Economy 

I now consider a model that add¬ 
resses itself to a further constraint in 
government’s ability to exercise its 
controls. The model is one that was 
originally looked at by Boiteux [1], 
and it considers the constraint on the 
size of the overall budget deficit which 
public enterprises may incur. This li¬ 
mitation is clearly of importance in 
practice. Boiteux, however, ignored 
the taxes imposed on commodities in 
the private sector that are used to pro¬ 
vide revenue for the deficit in the pub¬ 
lic sector. The brief account 1 give 
below of the optimum public policy in 
such an economy is borrowed Jrom 
Stiglitz and Dasgnpta [18]. It turns 
out that in such an ccotiomy the pub¬ 
lic sector ought to be efficient, and the 
shadow prices for the public sector for 
traded cx^riiinoditics are, as in the 
Diamond-Mirrlces economy, the world 
prices. Moreover, it can be shown that 
the private sector ought to be efficient 
as well, but that the tax structure 
ought to be one which results in pri¬ 
vate producers not facing world pri¬ 
ces. It follows that while there should 
be no taxes imposed on trasisactions 
between private producers there 
should be taxes imposed on transactions 
between the public sector and the pri¬ 
vate sector. Thus, in the Boiteux eco¬ 
nomy (unlike in the Diamond-Mirrlces 
world) final consumer taxes are not the 
only taxes that ought to be imposed. 

LiMiiii^D Commodity and Factor Taxes 

Even if we were to suppose that 
there is no constraint on the total bud¬ 
get deficit of government, it must be 
admitted that not all commodities can 
be taxed.* 

We might want to assume that there 
are some industries that can be taxed 
for both their factors of production and 
outputs, some industries that cannot he 
taxed at all, some industries vA'hose out¬ 
puts can be taxed but not their fac¬ 
tors of production, and some industries 
with just the reverse property. It can 
be showm (Stiglitz and Dasgupta [18]) 
that in such an economy overall pro¬ 
duction efficiency i-i undesirable. But 
it is a property of this world that the 
public sector ought to be productively 
efficient and should, at the social op¬ 
timum, use as its shadow prices pro¬ 
ducer prices in the fully taxed sector, 
which are in turn equal to world pri¬ 
ces. 

An alternative restriction on gov¬ 
ernment tax powers would be to sup¬ 
pose that domestic production cannot 
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be taxed (so that consumer prices aro 
equal to dmestic producer prices in 
die private sector) but that die govern** 
ment can set any tax it wants to at 
the border.'® It can be shown (Das- 
giipta and Stiglitz [4]) that for such 
an economy overall production effici¬ 
ency is undesirable. But it neverthe¬ 
less is desirable for the public sector 
to be efficient. In particular, the sha¬ 
dow prices of traded commodities for 
the public sector are the world prices. 

Rule for Project Evaluation 

Earlier, wc have discussed four models 
in the theory of the second-best that 
yield a very simple rule for public in¬ 
vestment decisions; it being that the 
public sector ought to maximise profits, 
but that these profits ought to be eva¬ 
luated at “shadow” prices which, for 
goods that are tradeable, are prices 
that rule at tlie border. Except for the 
Diamond-Mirrlecs economy, the public 
sector shadow prices are not in gene¬ 
ral equal to prices that the domestic 
private joroduccis face. But there is 
nothing “.shadow>‘’ about such prices. 
They are the appropriate prices to use 
in choosing public sector projects." 

I have gone into these foregoing 
models in some detail, partly because 
the tax constraints embodied in them 
are ones that appear quite appealing, 
and partly also because they provide 
a theoretical underpinning to an ap¬ 
proach to public sector industrial pro¬ 
ject evaluation put forward recently in 
an important and influential book by 
Little and Mirrlees [8]. 

The striking feature of the Littlc- 
Mirrlees Manual is its advocacy of the 
of world prices in the valuation of 
commodities. If wc continue to as¬ 
sume for simplicity that the economy 
faces constant world prices, Little and 
Minlees suggest that ‘traded’ goods 
should be evaluated at these world 
prices. The non-traded goods are also 
related to traded goods indirectly since 
they may be domestically produced by 
baded goods and other non-traded 
goods, which in turn can be traced 
furtlier back to hadeables, ''following 
the chain of production around one 
must end at commodities that are ex¬ 
ported or substituted for imports'’.” 

Clearly, the fjucstion that one wants 
to raise at once, lies in deciding on 
what is to be regarded as a traded 
good. Little and Mirrlees suggest two 
criteria: viz, “(a) goods which are ac¬ 
tually imported or exported (or very 
close substitutes are imported or ex¬ 
ported)”, and *‘(b) goods which would 
be exported or imported if the country 
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had followed policies which resulted in 
an optimum industrial development**.^ 

It is worthwhile asking whether 
Such a rule for evaluation should be 
followed by a government project eva¬ 
luator to whom, after all, the Manual 
is ultimately addressed. It is true that 
the Little-Mirrlees rule of using world 
prices is implied in all the models we 
have considered so far in this paper. 
It might even be supposed at first sight 
that perhaps one such model would 
capture essentially the possibilities open 
to an economy that is nm by a \sen- 
sible* government. 

Matters become somewhat disturb¬ 
ing when one considers the fact that 
at the back of each of these models 
lies the picture of a benign Central 
Planner who wields all his fiscal (•oii- 
trols wisely. It must be admitted that, 
in the mixed economies that we know, 
the picture is somewhat different. No 
single ’ agent is in charge of all tlie 
controls. Excise taxes will typically be 
set by the Ministry (jf Finance, de¬ 
grees of protection will l^e decided by 
the Tariff Commission, the pricing of 
public goods will be done by minis¬ 
tries that supply such public goods, 
and public investment decisions will be 
made by ministries that are responsible 
for such investme nts. The models that 
we have discussecl above suppose that 
all these agencies act in harmony and 
choose their separate controls optimal¬ 
ly. The question is whether this is a 
good theory of government action. 
Even if we werf^ to coalesce the class 
of all project evaluators into oni* single 
entity it will be project evaluation 
alone that they will be in charge of. 
'fliey may agree to abide by sensible 
rules, but they may not wish to assume 
that other departments will neces.sari- 
ly be sensible. Often enough, they 
will have good reasons for their doubts. 
Once we allow for such a picture of 
the planning apparatus a whole now 
class of constraints appear worth con¬ 
sidering in an optimisation exercise for 
the government project evaluator.^^ 

As an initial step, we might assume 
that the project evaluator will wish to 
suppose that the Ministry of Finance 
will continue to maintain the existing 
excise taxes.^® Moreover, tliese taxes 
may not bear any relation to the op¬ 
timum tax structure. In tho world that 
we are considering, this would imply 
that both consumer prices and domes¬ 
tic producer prices are given facts of 
life. The government can nevertheless 
raise social welfare by supplying pub¬ 
lic goods. It can be ahown (Dasgupta 


and Stiglite [4]) that in such an eco¬ 
nomy if an optimum exists, public sec- 
all the other agents in the economy 
toi- project evaluators would wish to 
use world prices for valuing traded 
commodities. The Little-Mirrlees rule 
continues to hold here. 

But in ecmiomies that we aie fami¬ 
liar with matters can hardly and here. 
In none of the models that we have 
considered so far in this paper would 
it be optimal for the government to 
impose import quotas. Yet such quo¬ 
tas abound. Now it is easy to show 
that when an import quota exists for 
a commodity, and the quota bites, the 
shadow price for this commodity is not 
its world price.'® This would appear 
to run counter to criterion (a) of Little 
and Mirrlees. As a special case of the 
above there might indeed be a com- 
plele ban on the imports of a given 
commodity. One would llien run 
counter to criterion (b) of the Manual}^ 
Of course, it is certainly within tlie 
tenets of good diplomacy for the pro- 
j(*ct evaluator to draw attention to the 
authorities for such quotas. If they 
were to respond ‘sensibly* it would bo 
to the good. The evaluator could then 
proceed to use the Manual recommen¬ 
dations. But more often than not the 
l)roj(.‘ct evaluator may be wise in sup¬ 
posing that no ‘sensible* response is 
lorthcoming. His decisions must clear¬ 
ly then bo guided by these considera¬ 
tions. 

I'heii again, there may be good 
reasons for the evaluator to suppose 
that due to a variety of political pres¬ 
sures the structure of tariffs will res¬ 
pond to his decisions in a predictable 
way. He may know that if the public 
sector were to produce an extra bit ot 
commodity A, thus cheating an extra 
domestic demand for factor B of pro¬ 
duction, the tariff on B will be raised 
so as to allow a domestic manufacturer 
to produce B under heavier protection. 
It is not at all difficiilt to see that the 
shadow price for A is not its world 
price.This would run counter to one 
or the other of the two criteria of 
Manual regarding the identificaHou of 
a traded good. 

It must be admitted that identify¬ 
ing constraints is a difficult art. Quo¬ 
tas are often imposed as emergency 
measures, and promises are made 
about lifting them (nevertheless, they 
tend often to reveal a remarkable in¬ 
ertia). The evaluator may not qu^fe 
know what to assume. He may not 
be able to judge correctly the powers 
of tho pressure groups responsible for 
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changes in protection rates. But ulti¬ 
mately it will be his best .guess about 
what Is likely to be the response of 
that will determine what shadow prices 
he .should use in evaluating public sec¬ 
tor projects. For as we have seen, 
more ofteu than not, the appropriate 
shadow prices are sensitive to the 
constraints that limit the full use of 
the fiscal tools available to an econo¬ 
my. 

Notes 

1 Throughout this paper I suppose 
that social welfare depends on in¬ 
dividual iib'Iities and only indivi¬ 
dual utilities. 

2 I eschew increasing returns at this 
stage. 

3 There are exceptions, of course; in 
particular the classic contributions 
of Bamsey [13], Meade [10], 
Roiteux [1], and the discussions in 
Pigou [12]; and more recently, 
and in a slightly different context 
the contributions of Sen [14] and 
Marglin [9]. 

4 Taxing a fixed factor (eg, land) 
would be 71011-distort ion ary, of 
course. Here I suppose the more 
realistic situation where taxing 
such factors at the optimum rates 
would not yield enough revenue 
to meet government expenditures, 
so that distortionary taxes have 
to be introduced. Alternatively 
(and equivalently), we may .sup¬ 
pose that fixed factors do not 
exist. 

5 "Ibioughout I shall assume that 
the private sector faces constant 
returns to scale technologies. Pro¬ 
blems that arise if private pro¬ 
duction functions are decreasing 
returns to scale are discussed in 
Dasgupta and Stiglitz [3] and 
Mirrlees [11]. 

6 The stiiicfure of optimum excise 
taxes are discussed at length in 
Hatnsey [13], Diamond and Mirr- 
Ices [5], and Stiglitz and Dasgup- 
la [18]. 

7 The only consStraint, therefore, i.s 
government’s inability to ini- 
poS(! lump sum transiers. 

8 I'his is on the assumption that in- 
teimediates and raw materials do 
not enter individual utility func- 
lion.s but only laliour and final 
consumption goods do. 

9 In economies that we know this 
may be for a large number of 
reasons. Often it is diificult to 
judge even the value of certain 
commodities, e g, owner-occupied 
housing, consumption of XM>n-mar- 
keted agricultural produce. Vested 
interests may also be involved. 

10 Many underdeveloped countries 
rely on tariffs and export duties as 
a major source of revenue, eg, 
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the custo*.is and export duties in 
Zanzibar in 1961-1962 constitut¬ 
ed about 90 per cent of the total 
tax revenue. See Due [6], 

11 For a recent dispassionate pica 
for using shadow prices in judging 
the performance of public sector 
projects, see Sen [16]. 

12 liiltlo and Mirrlces [8], p 93. 

13 l.ittlc and Min Ices [8J, p 92. 

14 For a lucid discussion of these 
issues, see Sen [17]. 

15 I suppose that these taxes are 
never infinite. 

10 This is obvious, since the commo¬ 
dity js much hke a nou-traded 
good. 

17 For an cailier discussion of tins 
see Sen [15] and Dasgupta [2]. 

18 Sec Stiglitz and Dasgupta [18]. 
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Performance and Aid Allocation 


Bimal Jalati 


Familiarity in aid, as in most human relationships, has bred cynicism—if not contempt. A parti¬ 
cularly unedifying example of this is the suggestion sometimes made that developed countries have 
become interested in the performance of developing countries as an excuse for not giving aid. Histori¬ 
cally, it is true that the period of greatest activity in performance evaluation has coincided with a period 
of relative stagnation in aid—that is, the decade of the sixties. However, the reasons for the growing 
clamour for ^performance' are somewhat more subtle and are to be found in the history of aid, its chang¬ 
ing rationale and the reorganisation of aid that has taken place in the last decade. 

The question of criteria for the evaluation of allocative performance can be resolved only if there is 
agreement on: 

(i) the ob/ective of aid, and 

(ii) the weight that should be given to performance (as defined by that objective) in the allocation 
of aid. 

If this viezv is correct, it would seem that a political consensus on aid is znore relevant to the ques¬ 
tion of choice of criteria than technical sophistication in constructing indices of self-help or effort. The 
issue is not whether the criteria shoidd he technical or political—all technical solutions are based on 
some value judgments—but whether these value judgments are explicit and internationally shared, or hn- 
plicit and subjective. 

Unfortunately, not much attention has been given to this aspect of the question in international 
discussions. Unless the developing countries can take a lead, there is at least a chance that the matter 
will he resolved for the?n by development experts and the aid bureaucracy. And that would be a pity. 


THEHK an* not many who question thdl 
tlK'rc should he some sort of performance 

condition to aid. The donor countries 
insist on it, and the international agen- 
cies live by It. Even the developing 
countries vie with each other in pro¬ 
claiming their allegiance to the prin¬ 
ciple. What they mean by performance 
is, however, not 'the same thing. At 
one level, performance simply means 
that aid is well utilised in the sense 
that it is not stolen or spent in build¬ 
ing dams on non-existent rivers. At 
another level, it means that the aid- 
receiving countries are in fact develop¬ 
ing In the sense that their income, in¬ 
vestment, exports and other macro¬ 
economic quantities are registering 
year-to-year increases. At yet another 
level, performance may mean that the 
developing countries are following 'ap¬ 
propriate' or "good" policies — good 
here usually being defined by the poli¬ 
cy preferences of the performance eva¬ 
luator. 

Lately, a new dimension has been 
added to the meaning of the word "per- 
fonnance” by those who argue that aid 
should not only be conditional or sub¬ 
ject to performance, but that it should 
be allocated according to it. There is 
an important difference between the two 
concepts. In the first sense, i>erform- 
ance is used only as an “eligibility" 
condition, or for determining whether a 
country qualifies for aid on i)«rfonna- 
ance grounds. Once it is eligible for 
aid* the 'amount' of aid that it actual¬ 
ly receives may depend on other fac¬ 
tors (eg, project, availability, aid re- 
quiremettts, per capita shm, geogra¬ 


phical balance, or special political and 
strategic ties, etc). In the second sense, 
or as an allocational factor, performance 
evaluation not only determines the eli¬ 
gibility but also the amount of aid that 
a country might receive. Here, the 
idea is to allocate aid on the basis of 
different performance rating of diffe¬ 
rent countries 

I LEGITIMACY OF CoMPAIUSONS 

It is clear that in order to be able 
to do this, an assessment of a country's 
ow^n performance is not enough. Its 
performance has to be compared with 
that of other countries, since all aid- 
receiving countries have to be ranked in 
relation to each other according to their 
performance, so that a country which 
performs 'better' than another can be 
given 'more' aid. Thus, inter-country 
comparison of performance is the heart 
of tlie matter here. 

This raises some Important issues. 
The first issue is whether, in principle, 
it is legitimate to compare the perform¬ 
ance of different countries for the pur¬ 
pose of allocation of aid. Related to 
this is the question of appropriate cri¬ 
teria for the evaluation of inter-country 
performance. If wc only wanted to use 
performance as an 'eligibility' condi¬ 
tion for aid, the choice of specific cri¬ 
teria could presumably differ from 
country to country depending on the 
country's peculiar circumstances. Thus 
in one country, the main test of per¬ 
formance could be its ability to restrain 
Inflation and/or promote exports, and 
m another its ability to generate high 
rates of growth. In some countries, on 
the other hand performance evaluation 


could rest on pursuit of satisfactory eco¬ 
nomic policies, and so on. However, 
if performance of different countries has 
to be compared, it becomes important 
to develop uniform criteria which can 
be applied to a large number of coun¬ 
tries in wid<*ly different circumstances 
and yet yield results which are held to 
he sufficiently valid as a basis for the 
allocation of .scarce aid funds. Are 
there such criteria? 

WEICnTACE FOR PERFORMANCE 

Another issue concerns the weight 
that should be given to performance in 
the allocation of aid resources. A num¬ 
ber of factors — etiucal, political, and 
economic — have determined the cur¬ 
rent distribution of aid, and it is entire¬ 
ly possible that while agreeing with the 
importance of including performance as 
an allocational factor, some w'ould like to 
give equal weight to other factors, such 
as, poverty, need, or aid requirements. 
The weight that is given to performan¬ 
ce can vary from 0 to 100 per cent, and 
in the end is a matter of judgment and 
preferences of the aid-givers. 

This paper is an attempt to disciLSS 
one of these issues, i e, the choice of 
criteria for evaluation of inter-country 
performance. The paper does not at¬ 
tempt to deal with the question of what 
weight, if any, should he given to per¬ 
formance in the allocation of aid. 'The 
latter calls for value judgments, and is 
a matter for discussion and negotiation 
at the political level. Our concern here 
is with the question of inter-country 
performance if the international commu¬ 
nity considers it desirable to give i>er- 
fonnance some weight in determining 
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a satisfactory allocation of aid resources. 

II 

r 

Familiarity in aid, as in most liumaii 
relationships, has bred cynicism — if 
not contempt. A particularly unedify¬ 
ing example of this is the suggestion 
sometimes made that developed coun¬ 
tries have l)ecome inteiested in the per¬ 
formance of developing countries as an 
excuse for not giving aid. Historically, 
it is true that the period of greatest ac¬ 
tivity in performance evaluation has 
coincided with the period of relative stag¬ 
nation in aid — that is, the decade of 
the sixties, ffowever, the reasons for 
the growing clamour for 'performance* 
are somewhat more subtle and are to 
be found in the history of aid, 
.its clianging rationale and the reorgani¬ 
sation of aid that has taken place in the 
last elccade. Irnpoitaiit developments 
that have, a bearing on the. perform- 
ancf' issue havo been as follows: 

(1) There lias been a change in t)»e 
basis of aid. To the fifties, aid mainly 
flowed fiom ex-colonial or colonial 
powers like Franee and Britain to their 
colonies lor reasons of colonial respon- 
sihility, or from the US to its allies for 
reasons ol military strategy. As Little 
and Clifford have pointcfl out, “iii the 
past, [the USJ aid* either had faiily 
(ILiick lesults (like Marshall Aid, oi post¬ 
war rehabilitation) or was prescntiid as 
a stiategic or political necessity, to buy 
allies oi to slave off unpleasant occiii- 
r(aiees lor the USA (aid to shoie up re- 
gUTies in South Korea, South Vietnam, 
Formosa, Jordan, (‘.tc; aid to councries 
providing bases like Spain, Morocco, 
and Tunisia; or aid to allies like Pakis¬ 
tan, Iran and Thailand)".* The colo¬ 
nial, strategic and political motivations 
for aid have, hovvever, become much 
weaker during the last decade. Aid 
has not won many reliable friends or 
kept the colonics in permanent grati¬ 
tude to their former rulers. The 
weakening ol old ties as well as slack¬ 
ening of the cold war has necessitated 
the search for a new rationale. ,Thc 
new rationale has been fomid in the 
development needs of the iX)or coun¬ 
tries, and justificaUon for aid has come 
to he inctcasingly sought in the emi- 
tribution that such aid makes to deve¬ 
lopment. As a result, development 
performance has become an important 
aspect of the aid strategy. 

lNlBnNA.110NALrSA'n0N OF Aji> 

(2) At the same time, the number of 
countries that provide aid has incieas- 


ed. Germany, japan and Italy emerg¬ 
ed as major donors in the sixties, and 
a number of other small iiidustriaUsed 
countries w'cre added to the list of aid¬ 
giving countiics. The multiplicity of 
donors and the growing indifference to 
aid as a short-term foreign policy tool 
has led to the iiitemationalisation of a 
large part of aid. As a result, there 
has been a tieiiuaidous growth in the 
number of international agencies — as 
many as 10 fin;uicial agencies and a 
number of United Nations agencies 
w'cre (‘stablished during the period 
1958-68. Although the amount of aid 
that is directly channelled through in¬ 
ternational agencies remains small 
(about 10 per cent) much of the bilate¬ 
ral aid is co-ordinated through various 
consortia and consultative groups. This 
internationalisation of aid has led to a 
focus on the develoiinnent piuforinance 
of the recipient countiics since this is 
one objective which all the donors and 
inteniational agencies have in coiumori. 

(•1) For many years development was 
considered an eminently hankahlo puj- 
position, and the World Bank W'as the 
mam international agency for channel¬ 
ling development finance on normal 
market terms. Hovvever, by the late 
fifties, severe debt problems began to 
emerge, and it w'^as increasingly felt 
that in addition to the sort of finance 
provided by the World Bank, tJiere was 
a .ni'cd for a concessional financing 
agency. This led to the establishment 
of the Inteniational Development As¬ 
sociation as an affiliate of the World 
Bank. The IDA became an important 
tactor in broadening the Bank’s con¬ 
cern from projects to the overall eco¬ 
nomic development programmes and 
policies of its member countries. “As 
long as there was only the World 
Bank proper ... it was easy to be in¬ 
fluenced by the feeling that the Bank 
was a hank, to overlook the Bank’s 
practice of securing better perform¬ 
ance in the projects and sectors fin¬ 
anced, and to conclude that tlie eco¬ 
nomic performance of the borrov\’cr’s 
economy w'as outside of the Bank’s in¬ 
terest. With the creation of IDA . . . 
it becomes obvious that what is involved 
is something quite different from nonnal 
investment banking — that, in fact, 
the World Bank Group is engaged in 
development finance and inescapably 
must be concerned with the perform- 
anc(.* of the economy as a whoh'."® 
The World Bank today is the priinaty 
international agency involved in the? 
performance evaluation of developing 
countries. 

(4) Anotlier factor that has contri- 


Aemua! ^^umbef Xanct^ 1^' 

buted to the current enthuslasni for 
performance is the general disillusion¬ 
ment with the progress of dt'veloping 
countries. In spite of the flow of large 
uinoimts of aid, most countries to most 
foreign obseiveis seem as poor as *hey 
were befon* aid began. Whether the 
impression is right or wrong is not the 
point; what is important is the fact 
that there is a widospiiwl belief that 
the developing countries have not done 
d good job of development. 

Thus it is that today pc rfi in nance 
has become the economic equivalent of 
Ckild War. There arc many agencies 
which conduct perfomiance revie^^s, 
eg, the IMF, the World Bank, the re¬ 
gional banks, th(‘ Inter-American Com¬ 
mittee for Alliance for Progress, and 
the Organisation for Economic Co¬ 
operation and Development, Many of 
the bilateral agencies have their own 
performance i3valuation machinery — 
the most elaborate being that of the 
United States Agency Jor International 
I>‘vel()i)ment. Further, except pi'rhaps 
in the United States aid programme, 
until leeently peifonnanee has usual¬ 
ly been thought of as an ‘eligibility’ 
condition rather than as an ‘alloea- 
tional factor’.' 'rhus in the IDA and 
the World Bank assistanc'c, ptufoini- 
ance is explicitly an eligibility condi¬ 
tion. Siinilurly, the revieu- of [lerform- 
ance in consoilia oi consultative groups 
IS largely coneeincd with tlu* economic 
performance of the individual horiow¬ 
ing countries rather than willi coinpn- 
iiig or ranking them. 

Ilowtwer, it is incicasingly being felt 
that this is not enough, and that iii 
order to he eilective, peifonnanee le- 
views have to be linked with the allo¬ 
cation of aid. This would provide a 
built-in incentive towards heltiT per- 
fomiaru'c since the (iuantit> of aid that 
a country leceives would depend on 
how well it performs. The Develop¬ 
ment Assistaiiee GoinmiM<’e of the 
OECD and the UNCTAD .Secretariat 
have been studying the feasibility of 
doing this for a miinber of y<'ai.s. Most 
recently, the argument has been put 
forward forcefully in the report of the 
]^*arson Comnii.ssion. They liave sug¬ 
gested that “increase in aid should in 
futuie lie clearly linked to the eeoiio- 
mie objectives and the di'velopm^'nt 
performance of the aid-ieccivers"*, 
and have placed the main responsibi¬ 
lity on the IDA for bringing this about. 

in 

In principle, inter-coiintry evaluation 
of performance can he quantitative or 
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!ion-qiiantitativc; and can he based on 
a miinhor of criteria or a single crite¬ 
rion appli(;d uniformly to all coun¬ 
tries. Nor is it necessaiy lor tin's pur¬ 
pose to rank all countiics nufividually 
in order ol merit, j^radin^ countries 
broadly into lour 01 five i4i<Mips may 
serve the piirpos{* The fi(‘ld is thus 
vvidi! open and tlie (piestion is; ai(‘ 
tluTe any eiitra ion 01 eiitena whicli 
are better than otheis'::^ 

Sinee tlieir alii'ady exists a nitieln-i- 
eiy fdi ix’ilojju.iner* ev.ilnation by do- 
noi coiintiies and infer national or^'ani- 
‘.ations, if u'oiild be ni<i* if the pievail- 
inj' (.-liteiM eonid be us<‘d to j^iade 
countius into efit.im bun\d eatei;') 
lies (a lank them aeeoidiiu? to lelatire 
peilomi.iner*. (aiiieiillv, the peforni- 
aiue assessnimt of a eonntiN in eori- 
soitia and eonsult.itive ;.ponps as well 
as by individual donor a^<iuies usual¬ 
ly eonsists nl two sepal ate sets ol eon- 
.siderations. ( 1 ) actual achievement in 

teiins ol CJDP ni pei capita income 
^niwtli and oflnr indiei's of i-eonoinic 

develt^pment (e external balance, a'^- 

iiciiltni(‘, industry, etc), and ( 11 ) iden¬ 
tification of those ait'.is in which an 

imiirovi'inent m ^(jv<‘rnment policy is 
necessary, the wiilmj^m*ss of the gov¬ 
ernment to cany out these policies imd 
its Mibseriiicnt sners'ss ni implcinentin!; 
them. 

ArcKNi ON PoiKirs 

Kxcciit lor a f(‘w hijujhly .successini 
cases who aie supposed to know what 
they aie domi', it is peihaps fan to 
say that lla' mam loins m peiioim- 
ance evaluations is on the social and 
econoinii' polic ies of the eountiy. The 
gieater accent on iiolicies i.ilhei than 
actual .ichievemenl is explained l>y the 
fact that many ol the faetois thay de- 
tennine growth diiiinj^ a specific* jre- 
riod are outside a eoimtiy’s control 
(e yr, monsoon failnies, demand loi then 
exports, etc) and the deveIoi)in>4 cmimp- 
tries themsi-lves have* arj^iu^d that it 
would be mitair to indiie their deve- 
loxnnent c-ffoits !)>' lookiii^^ merely at 
c'cTtain indic’cs ol tjrow th or fulfilftnent 
ol Plan tai,uc‘ts. 

Whatevei the incuts of the pic’senf 
procedme lor (‘valuatin^ peif'ormaiue 
as a condition of aid and lor lenderin^ 
international advice on policies, it nn- 
Ibrtunatc'ly siifFeis lioni an important 
di sad vantage as a means ol eolnparinf; 
inter-country jieafonnance. Ilovvt'ver 
objective the poliey adviee and the 
evaluation of a country’s policy per¬ 
formance, it is obvious tln^ a large ele¬ 
ment of sulijeetive judgnumt will be in¬ 
volved in grading different countri'xs 


in relatioti to each other. While tlie 
policy advice on, say, India, Indone¬ 
sia, Brazil, Mexico and Nigeria may be 
held to be valid in the light of a 
country’s chosen development stiategy 
and its peculiar circiimstanc(*s, the 
classific'ation ol thc’se countries accord¬ 
ing to relative performance is boiincJ to 
be subjective 01 even arbitrary. A 
whole* specliiim of policies — ranging 
fiom ])opiilatioii, cdiieutioii and income 
policies to fiscal, monetary, and invest- 
iinait policies — are normally covered 
by a jjeifoimaiiee leview’, and the im- 
[Mirtaiice of these* vaiious iiolicies is 
natuially going to differ lioni countiy 
to eountiy. Since poliey advice as well 
as the couiitiy’s ability to implement 
them IS hkc'ly' to be* diffei<*nt too, int(*r- 
eoiintry' eomiiaiisou ol lelative poliey 
peifoimancc* is likely to become an 
<‘xlienu*ly complex task and a great le- 
li.mc'c would uecc*ssarily have to be 
placed on jiidgnu*nt, f^onflicts aie in¬ 
evitable — between the donors and 
the reeiinciits, between the recipients 
themselves, and between the inteina¬ 
tional .igencic's and the inc.*inl)Ci cuun- 
tiM*s —■ when the prize is the dilf«‘rent 
ainonnls of »iid that different c'onntiics 
would leceive. 

Jt, tbereloie, seems that grading 
eom]tuc\s jn lelation to each other ac¬ 
cording to the cm rent notion ol per- 
foimaiice would lx; a formidable, if 
not a hopc’less, task. 11 perloimanee 
IS to be Used as an allocational factor, 
some otlx’i eriti'na have to be devi'lop- 
ed which \m11 not only lie olijeclive 
but will al.so be believed to be so, and 
which can be applied to a large num¬ 
ber ol diffeient countries without los¬ 
ing then valnlity. .\h* then* such 
ciiteiia? 

IV 

Theie is no lack of (piantitative cii- 
t(‘iia designed .specifically to gride 
and/or r.ink c'ounfries according to 
thc'ir relative* pi'ifonnanee. Essential¬ 
ly, these* are ot two kinds. One sehoiil 
of thought views ceononhe i)iogress or 
development as soiimthing that can be 
captured in a l<*w indicators, and then 
procec‘ds to di'fine iiitei-country xier- 
loimance as something that these in¬ 
dicators aneasnii*. For example, Stiont 
and Clark in their study’’ identified 
sev(*n statistical indicatois of growth 
perfonnance, viz : 

(howlh ot real gross national pro¬ 
duct 

Growth of agricultural production 

Growth of investment 

Growth of exports 

Growth of government revenues (in 


real terms) 

Increase of cost-of-living (lower in¬ 
crease’s c’onsidered preferable to 
higher) 

Marginal national savings from in- 
creaja’s in GNP 

These .Severn performance indicators 
vvt*re computed for 43 developing 
eonntries, and then an overall perform¬ 
ance rating was derived from the nn- 
w(*ighted sum ot the individual per- 
lonnanee ranks. 

Other wTiteis have used ^other sets 
of critt‘ria with various levt'Is ol statis¬ 
tical sophistication, Imt the essciiiti.il 
idea imdcilyiiig these perlormanee cri¬ 
teria is the same — that relative sue- 
(css with which different devclojung 
countries tackle the problem ol deve¬ 
lopment can be eaptined in a few' .se¬ 
lected I indicators. Kecently, how'cvei, 
an attempt has been made in a study 
by the UN(^TAD Secictariat, to add 
an ‘effort’ dimension to the sort of ‘siie- 
c‘(‘ss’ criteria disc'ussed above. It has 
Ik'c’ii lelt that countries cliffei in then 
structural eharaeteristies and theief’oie 
m their afniity to save*, invest, expoit, 
generate ineonie and so on, and that a 
Ix'tter indicator of p(*ifoimance is tlx; 
eflort that it makes rather than the 
success that it actually achieves. 7\lso, 
that at times a coimtiy’s .success in ex- 
poits or savings may lie entirely due to 
foitintous cireinnstaru'c's unrelated to 
its own efforts. The UNCTAD Secic¬ 
tariat, therefore, made a preliminary 
attempt to determine how’ far the in- 
ter-coiuitry vaiiations in .some indica¬ 
tors (e g, tax peilonnance, .savings, ex¬ 
ports, capital-output ratio) could be 
accounted for liy striictiirul factoiS, 
which could not bc^ modified in the 
short inn, and so were pn*snmahly hc- 
yond thi* countiy’s control. The method 
us<*d was to fit regressions on the 
structural parameters and use residuals 
lioin these regressions as the ‘purified’ 
measure ol effort.* 

S KI .r-SlTSTAINlNG GlIOW'l H 

There is, however, another school ol 
thought which takes a radically diffe¬ 
rent approach to the measurement ol 
performance for the purpo.se of alloca¬ 
tion of aid. Those belonging to it aic 
not interested in indicators which 
measure economic progre.ss on a bioad 
front, for this specific puri^ose. Thcy 
view the role of foreign aid as being 
transitional and directed towards a par¬ 
ticular objective (e g, ‘self-sustaining’ 
growtfi) and define perfonnance as 
something which would facilitate the 
achievement of this objective. Their 
index of performance is thus only a re- 
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Hection of a particular view or philo¬ 
sophy about how aid should, in fact, 
he allocated. For example, it is arj^iied 
that if financial iiulepc‘ndencc of 
LDCs is the ultimate objective, those 
coiwitri<jJs which make greater progress 
towards this objective should be given 
more aid. Perfonnance for this piirpo'se 
can then be* defined in terms of tlie 
movement towards financial Indepen¬ 
dence, or a specified target ratio of 
Savings/Cl)P or Kxport/Imports. 

Within certain (jualifications, this 
seems to be the approach taktii by the 
Pearson Commission on perfonnance a', 
an alloeational factor. To (luote: 

“If countries aje to be rated on per- 
foniiaiice, sonit* coiiM'nsus is iccinir- 
ed as- to what is gofxl performance. 
It is not "practicable for the officials 
• of a miiltilatcMal agc-ncy to icview 
all the social policies of a ilevelop- 
11 ig countiv; neither is this necessaiv 
to achieve' the purpose ol economic 
aid. ll that purpose is movement 
toward finaiie'iil indeix'iidenet*, it has 
only two diit'ct manifestations; 
namely, ade>iuale and sustained in¬ 
creases in llu' latie) of domestic sav¬ 
ings to national inconH' and in lli(' 
latio of experts to imports . . . 
These art' not the sole anus ot eco¬ 
nomic or social policy, but in prac¬ 
tice* any ceaintn which is imeeting 
these tests is likely to be nu^eling 
me)st of the othe'rs which can be de¬ 
vised. leir it is likely tei lx; growng 
fairly rapidly, training teelmical jier- 
semr.el, laising the* ratiei eil taxes to 
national income, laising iaim pio- 
ductivils, impieiving I aim institn- 
tiems, anel eleiing most of the eitlu'i 
things wathont whie-h inove-meiit to¬ 
wards financial inelepe*nelcncc is un¬ 
likely.” 

(Hepeirt eit the Coinniission, p 1'3]) 
Mohk PnE( isi: KoiiMUfA 

For sewcral ye'ars, Aithur Ta'wis, who 
incidentally was a member of the Pear¬ 
son Commission, has also advanced a 
''imilar vienv of ‘pcrfoiinaiicv’ for the 
allocation of aid. His foniiiila is moie 
precise; however, bolore coming to that 
it is interesting to note his views re¬ 
garding the objectives of aid because it 
is only in the light of these objectives 
that his fonmilation makes sense. Ac- 
c-ording to Lewis, “Peophi support fore¬ 
ign aid for all sorts of reasons, but 1 
suppose that most of us are interested 
mainly in achieving self-sustaining 
‘growth. The tmphasis is on the quali¬ 
fication 'self-snstaiiiing'. We are not 
out simply to help the poor; and 
we do not want foreign aid to go on 
forever. We are interested mainly in 
seeing .countries through a transitional 
IX'riod to a situation where they can 
maintain adequate growth without 
needing further outside help,”^ Lt^wis 


further btdieves that this goal could be 
defined in quantitative terms. Although 
economic growth depends on a great 
many institutional and lisychological 
1 actors, “in terms of finance, which is 
the chief province of foreign aid, it 
depends on adcHpiaU; expenditures on 
public sci-vic-es ;md on capital for¬ 
mation . . .“. On this basis, he sug¬ 
gested that public- expenditnie and 
gloss capital formation (excluding de¬ 
fence) should absciib at least AO per 
cc'iit ol gross domestic product, as 
against the prevailing figuic of iic'arK 
20 JHM- c-enL 

In the light of this vic'w of aid, Le¬ 
wis has siigge^tc'd the following index 
ol perfonnance as a basis foi clc-tei- 
mming the flow of aid: 



wheie Yj is (dJP at time t and S\ is 
the* gloss capital fonnation lioni domes¬ 
tic resouices plus goveininent use of 
if'soiirees on enrient aecount (c‘xclucling 
transfers and militaix expenclilnres) at 
tunc* t. Ibc c*ssciice of the proposal 
is that the amount of foreign aid is 
tu-d to success in divc-iting domestic 
icsoiiiccs fiom consumption to mve-.t- 
iiiciit and f)thc‘i clevc'lopmc'nt.d c'xpcndi- 
tiiic's. 'I’he pniHipal incn’t that Lewis 
saw III it was that it “simpK- lewaids 
achic'vemeiit and take's civil servants out 
of the* business of planning social ic'vo- 
liitions m othei pt-oples' countries."^ 

Hull niMc; Ue Ivficxs ncucTUim 

Although sharing the Lewis appioaeh 
to the peifoiinanci' cpu'stion, K M 
Sundium in an unpublished jiapcr has 
made a soiiic'what different proposal. 
He defined thci piohlem of dcveloimu'iit 
terms of building up the* phxsie.d 
and social infrastiuctnrc* ic-c|uiic*d bv 
tht; nc'cd to harness modern science and 
technology to the piodiictioii pioc'‘ss, 
and suggested that development arl 
should be* directed towards reanedying 
the serious deficiency in this respect in 
the c'C'oiiomies of the* pcior countries. In 
thc^ light of this view ot dcvclopim'iit 
nt*eds, he suggested that poi-fomiaiu-e 
should be evaluated in tenns of the* 
extent to which a country has formulat¬ 
ed and is prepared to imphnient pio- 
jects w'ithiji a specific list of aid-worthy 
projects, and for w'hich it is able to 
provide a share of the total cost, de¬ 
pending cm its stage of development. 
He argued that, on this basis, all as¬ 
pects of a country’s economic policies 


would he appraised from the point of 
view of how efficic'iitly it is able to 
divert resources for dev(*lopnic*nt. While, 
it is not the* only point of view* of 
judging economic progress, it is, per¬ 
haps, the most relevant one lor the pur¬ 
pose of determining external develop¬ 
ment assistance. 

Thus there are many criteria for de- 
teriiuning iierfonnanc'C-lxised allocation 
ot aid resources. Is tlv‘i-e one which 
best serves the puipo.se? 

Si:iiioi)s LiMi IA noNs 

The fust gioiip of criteria attempts to 
measure economic i)rogi<’ss in all its 
important aspects. and thus may b** 
saitl to jneasiirc ‘pcrfoim.uicc’ as it is 
commonly understood. However, for 
till* purpo.v* of allocation of aid re¬ 
sources, the proceduie is subject to 
c<*rtaiii inniortant limitations-. I’lic fiist 
pioblem in using a number ol criteiia 
for ineasuiing progress is to d< termine 
the weight to be .issignt'd to each cri¬ 
terion in deriving a composite index. 
This is ultimately a (|ucslioii ol balanc¬ 
ing various asin-cts of pcilormance, 
such as how lar a high lale of iiiHa- 
tiou max be* toleiatcd lu causc of a high 
late of invcstnu-iit. .Since countries dif- 
fei w'iiU'lv in their .stiiiclural character¬ 
istics and their dcvr-lopmcnt opi>ortu- 
mlv, it (1(X'S not seem possibk* to th'iive 
such weights by .uiv aiialvtic.il method 
which can Ik* aiiplicabh- to a large 
number of countries. Foi example, 
should the weight atta^lietl to, agricul¬ 
tural production and giowtli of exports 
(m the Stroiit-Clark indicatois menlicni- 
ed cailier) be tli<* same foi India and 
Israel whi'ii in tin; loiinei exports con¬ 
stitute a rclativ<-lv low jiiojioitioii of 
GUF and agiicultiiie .i (oiisidcrablv 
higher piopoition than in the latter? 

An even more important difficulty in 
using a si'lectcd list of indicators is the 
problem of defining norms on the basis 
of which to decide xx hethcr an indivi¬ 
dual country’s perfoimance is satisfac- 
loiy or not. The determination of 
norms may be based on cilhei ol two 
general approacht's. On* approach is 
to derive the ojitinial value of Ihc 
various ciiteria from some model of the 
developim-nt process; imfurtunately 
theie dcH's not seem to be anv model 
that can be applied to all cases. Ano¬ 
ther approach is to take the average 
of the values for each eriterion actually 
observed lor a muuber of countries as 
the nonu; a r<*finement is to take the 
average of values observed for^ a group 
of eountrics considered to suceessfiil 
or good performers* , in seuse. 

This procedure suffers froni^ ^ dfsad- 

V ’ 
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vantage that i* does not take into ac¬ 
count the V(;ry different stages of cle- 
volopment that ct)nntries are in, tl»e 
very different natural n-source endow 
ments that they Imve, and the very 
different natural, historical, and iii.slitii- 
timial ol)stacl(’s that they face. 

AnnraoNAi, I’osjui.aik 

Tht? main difficulty in using indi('a- 
tors to rncasiuc ^conomit? progress foi 
the purpose of allocating aid thus ari¬ 
ses fioni fht* fact of diversity among 
(ountiics and the fact that neither his¬ 
tory nor thcoiy gives us confidence 
nlmut the 'nonnar behaviour of eccnio- 
inic (plantities during the process of 
development. Also, it has to be k*- 
mcmlKacd that the progress that a 
country is making can only he judged 
in relation to its oun dcwelopuu'nt 
strategy. This luithei vitiates the uti¬ 
lity ol selected indicators for the pur¬ 
pose of measuring idative peiformanci^. 

ft seems that it couutiies have to be 
rank<*d for detenuming the pattern ot 
performance-based allocation, an aildi- 
tioiial postulate is needed legaiding the 
purpose of aid. 'I'lie use of indicators 
lo measure the progress of diweloping 
eountiies is useliil for certain purposes, 
i e, for pulilic iiifoiination, but it ovor- 
simplifies the development x)rol)lein 
when used for the piuxiose of detei min¬ 
ing right poli( i(\s for individual coun¬ 
tries or for determining the amount ol 
aiil that they will receive. If Lewis 
and the Pearson (Commission are right 
in claiming that the piirxiosc of aid is 
to move eountues towards financial in¬ 
dependence, then it is the financial as¬ 
pects (in tenns of savings ratio or ex- 
Iioit/iinpoit ratio) that one can concen¬ 
trate on in determining perfonnanee for 
allocation of aid.^ If Sundrum is light 
in defining (he i>nri>ose of devdojiinent 
aid as one ol remedying the d(‘fiei(‘n- 
eics in their piescnt social and physical 
infrastructure, then it is quite apiiio- 
priate to link the assessment of pei- 
toiiiiunce to the effoits that the deve¬ 
loping eountiies are making in imjile- 
iiu^itiiig these iirojcets. If, however, 
the puiposo ot aid is no less than the 
relief of iioverty in the sliort run, then 
obviously the criterion ol perfornifinci^ 
is the piogress that the developing 
countries are making in relieving it 
through an increase in eonsumptio-n or 
even redistribution of income from the 
rich to the poor. In this case one may 
even argue that iicrformance is not 
important for allocation of aid. and 
that we should allocate aid according 
to relative poverty. 


V 

It may 1>e argued that criteria such 
as those proposed by Arthur Lewis do 
not really measure performance as t«n- 
vimtionally undei stood. This is quite 
tru(\ hut the point is that they aie not 
HMlIy trying to do that. These criteria 
are related to the olijectives of aid, 
and define XHTfonnanee (for aid alloca¬ 
tion) as that which promotes these ob¬ 
jectives. Similarly, it is a mistake to 
argue that these criteria do not yield 
a particular distribution of aid that we 
would like lo see by implicitly assum¬ 
ing that the objective of aid is diffe- 
lent. 

The Vight’ objective of aid is a mat¬ 
ter which can only be decided by a 
X^olitical consensus on the part of the 
receivers and the givers of aid. Per¬ 
haps it is a fit subject for discussion 
by the donois and recipients at the 
highest political level. The question 
of criteiia for the evaluation of alloca¬ 
tive performanci* can be resolved only 
if tfiere is an agrctmient on: 

(i) the objective of aid, and 

(ii) the weight that should be 
given to x^rfonmance (as de¬ 
fined by that objective) in the 
allocation of aid. 

It the above view is correct, it would 
se(;m that a i)olitieal consensus on aid 
is nioie relevant to the question of 
choice of crit(‘ria than technical sophi¬ 
stication in constructing indices of .self- 
help or effort. The issue, it must be 
emphasised, is not whether the criteria 
should be technical or political — all 
technical solutions are based on some 
value judgments — but whether these 
value judgments are explicit and inter- 
nationall> shared, or implicit and sub- 
je<-tive. Unfortunately. not much ut- 
tentmn has been given to this asi^ect 
of the question in international discus¬ 
sions. Unless the developing countries 
can take a lead, there is at least a 
chance that the matter will be resolved 
for them by dev<*loi)nient experts and 
the aid hiireaueracy. This is a i^ity. 
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of movement towards financial in- 
depcndencx', international effort in 
this area may then shift to a 
search for an indicator of financial 
independence that minimises these 
difficulties. 

Asian Industrial Council 

THE ECAFE-linked Asian Industrial 
Development Council (AIDC) was set 
iq) under ECAFE an.spices as the key 
body for promoting industrialisatiijn in 
Asia. 

In an inaugural statement in Janu¬ 
ary, U Nyun, ECAFE’s Executive. Secre¬ 
tary, a.sked the AIDC's approval for the 
following new projects.; Measures for 
t‘stablishing a “Centre to promote in¬ 
vestment in industrial development and 
to serve as a clearing house dealing 
with investment opj^ortunities in ECAFE 
counties”; “stimulation of industrial 
production by fuller utilisation of in¬ 
stalled capacity and complementarity”; 
and a series of ineetidfes on intra-re- 
gional migration of industries and trader 
in manufactures, w^th a view to lead¬ 
ing to regional co-operation projects”. 

Moreover, the Asian Industrial Sxir- 
vey for Regional Co-ox>eration, tlie 
implementation of which was initially 
delayed by the lack of resources, is 
now expect^ lo be launched early in 
1971. 



Ubitea Cbn^erbM Banli 

Balance Sheet as at Pi^mber 31, 1969 

CAPITAL AND LIABILITIES Rs. 


1, Capital: 

Paid up 

(Wholl> owned by the Central Government) 

2 Reserve Fund and Other Reserves : 

(a) Reserve Fund 

(b) Development Rebate Reserve 

3. Deposits and Other Accounts : 

Fixed Deposits 
Savings Bank Deposits 

Current Accounts, Contingency Accounts, etc. 

4. Borrowings from Other Banking Companies, Agents, Etc. 

(i) In India 

[Includes borrowings from Industrial Development Bank of India of 
Rs. 2,21,49,737=68 and from Agricultural Refinance Corporation 
of Rs. 21,57,000=00.] 

(ii) Outside India 

Particulars : 

(i) Secured by part of Investments and Advances contra 

(ii) Unsecured 


4,41,07,946.73 
9,10,000 00 


1.28,01.84,370.54 
53,45,80,664.79 
76,05,14.352 71 


4.48,81,737.68 


1,93.70.711.72 


5,20,56,737.68 

1,21,95,711.72 

6,42,52,449 40 


5. Bills Payable 

6. Bills for Collection being Bills Receivable as per contra : 

(i) Payable in India 

(ii) Payable outside Ind’a 


7. Other Liabilities : 

(i) Branch Adjustments 

(ii) Unclaimed Dividends, etc. 


8. Acceptances, Endorsements and Other Obligations per contra : 

9. Profit and Loss: 

Balance as on 1.1.1969 
Add Transfer from Contingency Reserve 
Less Payment of Bonus to Staff for 1968 
in excess of R.s. 28,50,000 appro¬ 
priated from 1968 Profits 


Add Profit for the period 1.1.1969 to 
18.7.1969 (as per annexure) 
Adjustment in respect of elimination 
of items relating to Malaysian 
Branches 


Net adjustment in respect of provi¬ 
sions made for taxes and contingencies 
Less (i) Provision for Bobus 
to staff 

(ii) Transfer to Reserve 
Fund in terms of 
Section 17 6f the 
Banking Regulation 
Act. 1949 


Rs. 

12,50,000.00 

Rs. 

12,33,316.39 

Rs. 

30,76,248.11 

Rs 

5,54,031.34 

Rs. 

36,30.279.45 

Rs. 

40.35,279.-45 


Rs. 16,35,000 00 


Rs. 8,20,000 00 Rs. 24,55,000.00 


Transferred to Reserve Fund 


Front for the perkd 19-7-1969 to 31 -12-1969 

Lefjr(i) Provision for Bonus to staff Rs. 13.65,000 00 

(ii) Transfei to Reserve Fund in terms 
of Section 17 of the Banking 

Rcgi lation Act, 1949 Rs. 9,80.000.00 

Balance to be transferred to Central Government in terms of.Section 
10(7) of the Banking Companies (Acquisition and Transfer of Undcr- 
Ukings) Act, 1970 


20,76.92,788 04 
5,78,78,521.33 


8,88,91,508.28 

35,72,835.83 


60,983 67 


16,683.61 


77,667.28 


15,80,279.45 

16,57,946.73 
16,57,946 73 

Nil 

48,86,864 92 

23,45,000 00 


Rs- py:M 
2,80,00,000.00 

4,50,17,946.73 a 

2,57,52.79,388.04 

6,42,52,449.40 

4.61,06,564.48 
26,55,71,309.37 M 

9,24,64,344.11 

22,95,12.030.93 


25,41,864.92 


Curried owr 


3.34.87,45,897.98 




CAPITAL AND LIABILITIES 


Rs. 


P, 


10* ContiDgent Liabilities : 

(i) On partly paid Shares 

(ii) Claims it gainst the banking company not 
acknowlc<lged a$ debts 

(iii) Guarantees given on behalf of Customers 
and Correspondent Banks 

fiv) Bills of Exchange Rcdiscounfcd with the 
Industrial Development Bank of India 

(v) Forward Exchange Contracts outstand¬ 
ing for the purchase and sale of bills 
and Telegraphic Transfers of which upto 
30 II 1970 R-. 25.92.13.510-72 have 
been dc'ivvrcd 


Brought forward 

Rs. 45.47,175.00 
Rs. 17,37,025.68 
Rs. 62,38,05,494.77 
Rs. 3,25,28,804.83 


Rs. 26,49,17,303.91 


Nori:s : (I) In view of the proviMons of Section 5(6) of the Banking Com- 
ninies (Acquisition and Transfer of Undertakings) Act, 1970, 
items relating to the Malaysian Branches of The United Com¬ 
mercial Bank Ud , aic c.xcludcd. 

(2) There is a liability for outstanding bills, not certified b> the 
architects, in respect of the Bank’s buildings. 

(3) Provision in full for gratuity accruing on retirement of staff has 
not been made. 


(4) The Income-tax assessments in Intiia for the years 1949 to 1958 
which had been reopened, as the Income-tax Officer ililTcred 
with the method adopted in the past by the Department for 
allowing Double fnco:ne-tix Rcfi'cf, have been conif lctcd and 
the tax liability for these ycirs and for the >cars 1959 to 1964 
have been calculated by him acconling to the new method. As 
the Bank h »s dispute I the action of the Income-tax Officer, no 
provision for taxes for the additional liability arising from such 
assessments and provision for taxes for the years 1965 to 
1969 has been ma le on the basis atlopted all along in the past. 
The anpe il relating to the year 1959, on the basis of which 
assessmcTts for the past years were reopened and subsequent 
a'Jsessments were com ^lete<l, has been disposed of by the 
Anpcll itc Assistant CornmisMoner of Income-tax and the 
Bink’< contention in regard to Dcuhle Income-tax Relief has 
been substantially upheld. 

(5) The Assets and Liahiliiics of the Karachi Branch of The United 
Commercial Bank Ltd., stand entrusted to the Custodian of 
the Bank. Such assets and liabilities continue to vest in the 
Custo ban of Enemy Property. Pakistan, and since no further 
information was available about the assets and liabilities in 
Pakistan after 27ih Aiivust 1965, they have been incorporated 
in the Balance Sheet at their net book value. 


Total Rs. 


3,34,87,45,897.98 


3,34,87,45,897.98 


United Commercial Bank 


Report of the Auditors 

THE PRESIDENT OF INDIA 

We have audited the attached Balance Sheet of Uniteci Commercial Bank as of 31st December, 1969 and ihc Profit and Loss 
Account of the Bank for the period i9th July, 1969 to the 31sl December, 1969, in which are incorporated the returns of 117 Branches 
audited by us, 214 Branches audited by other auditors, and the unauditexl returns in respect of 41 Branches not visited by us, foi the 
exclusion of which Branches fiom audit, concurrence of the Reserve Bank of India was obtained. 

The Balance Sheet and Profit and Lofs Account have been drawn up in forms ‘A* and ‘B’ respectively of the Third Schedule 
of the Banking Regulation Act, 1949. Accordingly. the> disclose such matters a« were required to be disclo.sed in the case of bank¬ 
ing companie.'*' pn’or to nalionafisition by virtue of the provisions of the said Act as read with the related provisions of the Companies 
Act, 1956. Subject to the limitations of >uch disclosure and on the basis of the aui/it indicated in the first paragraph, we report that 

Ca) In our opinion and to the best of our information and the explanations given to us and as shown by the books of the Bank 

(i) the Balance Sheet read with the notes thereon is a full and fair Balance Sheet containing the necessary pailiculars 
and it is properly drawn up so as to exhibit a true and fair view of the aftairs of the Bank as at 3Isl December, 1969; 

(ii) the Profit and Loss Account read with the notes thereon shows a true balance of profit for the period covered by the 
Account. 

(b) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for 
the purposes of our au<Iit and have found them to be satisfactory: 

(c) The transactions of the Bank which have come to our notice have been within the powers of the Bank; 

(d) The returns received from the offices and branches of the Bank have been found adequate for the purposes of our audit. 


G. P. Kapaoia & Co. 
K. N. Gutgutia Sc Co. 
Ray & Ray 
Lovelock & LisWes 




23rd December^ 1970, 



United Commercial Bank 

Balance Sheet as at December 31, 1969 

PROPERTY AND ASSETS Rs. P. Rs. P. 


1. Cash : 

fn hiin<] and with Reserve Bank of India and Slate Bank of India (includ¬ 
ing foreign currency notes) 21,93,67,852.85 

2. Balances with Other Banks : 

On current account : 

(i) In India Rs 77.80,885 83 

(ii) Outside India Rs. 5,28,63,817 65 6,06,44,703,48 

3. Money at Call and Short Notice : 


4. Investments : (at bciow market value) 

(i) Securities of the Central and State Governments and other Trustee 
Securities including Treasury Bills of the Central and State Govern¬ 
ments 

(ii) Shares : ^ 

* (a) Fuiiy Paid Preference Shares 

(b) Partly Paid Preference Shares 

(c) Fuily Pawl Ordinary Shares 
(d> Parll> Paid Ordinal> Shares 


80,88,80,202 14 


8,67,212.50 

24,725.00 

57,86,588.28 

28,25.980.00 


(ill) Debentures or Bonds 

(iv) Other Investments : 

(a) Securities of Foreign Governments and Foreign Trustee Securities 

(b) Unit Trust of India (Initial Capital) 

(v) Gold 


1,38,39,605.00 

1,00,86,477.75 
4,50,000 00 


5. Advances : • 

(Other than bad and doubtful debts for which provision has been made to the 
satisfaction of the Auditors) 

(I) Loans, Cash Credits, Overdrafts, etc : 

(i) In India Rs. 1,11,04,14,556.04 

(Includes Rs. 3,33,04,737-68 and Rs. 27,27,000 - 00 relating 
to medium term advances in respect of which hnance has been 
obtained from Indu:.lrial Development Bank of India and Agri¬ 
cultural Refinance Corporation respectively, as per contra. ] 

( 11 ) Outside India Rs. 7,04 99,-234.04 1,18.09,13,790.08 


(II) Bill.s Discounted and Purchased (excluding Treasury Biils of the Cen¬ 
tral and State Governments) : 

(i) Payable in India Rs. 31,31,53,886 63 

IlncJudes an amount of Rs. Nil of Usance Promissory Notes 
lodged with Reserve Bank of In da for advances under Section 

' 17(4)(c) of the Reserve Bank of India Act.] 

(ii) Payal?lc outside India Rs. 13,41,68,619.09 44,73,22,305 72 


Particulars of Advances : 

(i) Debts considered good in respect of which the banking company is 
fully secured 

(ii) Debts considered good for which the banking company holds no other 
security than the debtors’ personal security 

(iii) Debts considered good secured by the personal liabilities of one or 
more parlies in addition to the personal security of the debtors 

(iv) Debts considered doubtful or bad, not provided for 


1,19,64,16,948 33 

16,90,53,109 28 

26,27,66,238 19 
Nil 

1,62,82,36,295 80 


(v) Debts due b> directors or olTicers of the banking company or any of 

them either severally or jointly with any other persons 62,55,731. (X) 

(vi) Debts due by companies or firms in which the directors of the banking 
company are interested as directors, partners or managing agents or, 
in the case of private companies, as members 


Carried over 


28,00,12,556.33 

3,20,94,250.00 

31,21,06,806.33 


84,27.60,790,67 


1,62,82,36,295.80 


2,78,31,03,892.80 


395 





Annual Numl^cr Januaiy 1971 


EGCMOMIC AnP POLTrfCiWL WMflSLV'^ 


PROPERTY AND ASSETS 


Rs. P. Rs. P. 


Brought forward 

(vii) Maximum total amount of advances, including temporary advances 
made at any lime during the period 19th July to 3Ist December, 1969 
to directors or managers or officers of the banking company or any 
of them cither severally or jointly with any other persons 

(viii) Maximum total amount of advances including temporary advances 
granted during the period 19th July to 31st December, 1969 to the com¬ 
panies or firms in which the directors of the banking company are 
interested as directors, partners or managing agents or, in the case of 
private companies, as members 

(ix) Due from banking companies, banks under Banking Companies (Acqui¬ 
sition and Transfer of Undertakings) Act, 1970 and foreign banks 

6. Bills Receivable being Bills for Collection as per contra: 

(i) Payable in India 

(ii) Payable outside India 

7. Constituents* Liabilities for Acceptances, Endorsements and Other Obli¬ 
gations per centra 

8. Premises less Depreciation : 

Co?t as on the 31st December, 1968 

Additions (Rs. 9,80,035=02) Less deductions (Rs. 9,242=22) 
during the period 1-1-1969 to 18-7-1969 


Less depreciation written otf upto 18.7.1969 


Additions (Rs. 1,(X),806 - 61) Less deductions (Rs. 1,475 = 00) 
during the period 19.7.1969 to 31.12.1969 


/ie.w depreciation written off for the period 19.7.1969 to 31.12.1969 

9. Furniture and Fixtures Less Depreciation : 

(including vehicles and equipment) 

Cost as on the 31st December, 1968 

Additions (Rs. 33,54,476=26) Less deductions (R.s. 2,34.232=87) 
during the period 1.1.1969 to 18.7.1969 


Less depreciation written off upto 18.7.1969 


Additions (Rs. 26,29.603 57) Less deductions (Rs. 1,11,570-57) 
during the period 19.7.1969 to 31.12.1969 


Less depreciation written off for the period 19.7.1969 to 31.12.1969 

10. Other Assets, Including Silver : 

(i) Land and Buildings: 

Cost as on the 31st December, 1968 
Additions (Rs. 7,34,296 — 88) Less 
deductions (Rs. Nil) during the 
period 1.1.1969 to 18.7.1969 


Less Transfer to Premises account 
upto 18.7.1969 


Additions (Rs. 7,09,517=74) Lejj 
deductions (Rs. Nil) during the 
period 19.7.1969 to 31.12.1969 

(ii) Interest accrued on Investments 

(iii) Advance payment of Income-tax after set-off of amounts on 
assessments under Sections i40-A & 141-A 

(iv) Stamps and Stationery 
(v) Silver 

11. Non-Banking Assets Acquired in Satisfaction of Claims: 

Land and Buildings (at cost) 

12. Profit and Loss 


R.s. 42,22,153.81 

Rs. 7,34,296 88 
Rs. 49,56,450.69 
Rs. 2,78,609.64 
Rs, 46,77,841.05 

Rs 7,09,517.74 


Total Rs. 


2,78,31,03,892.80 


62,96,297.79 


r, 19,25,801.69 

20,76,92,788.04 

5,78,78,521.33 

2,33,69,474.57 

9,70,792.80 

2,43,40,267.37 

33,12,435.49 

2,10,27,831.88 

99,331.61 

2,11,27,163 49 
1,77,311.17 

3,67,57,027.53 

31,20,243.39 

3,98,77,270.92 

1,79,88,904.56 

2,18,88,366.36 

25,18,033.00 

2,44,06,399.36 

14,95,735.96 


26,55,71,309.37 

22,95,12,030.93 


2,09,49,852.32 


2.29,10,663.40 


53.87.358.79 

1,11,95,456.27 

§9.52,398.50 

1,43,532.05 

- 2,66,78,745.61 

19,403.55 

3,34*87,45,897798 
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United Commercial Bank 

Profit and Loss Account for the Period 19th July to 31st Decemlier, 1%9 

EXPENDITURE Rs. P. 


1. Interest paid on deposits, borrowings, etc. 

2. Salaries and allowances and Provident Fund 

3. Directors’ and t.ocal Committee members’ fees and allowances 

4. Rent, Taxes, Insurance, Lighting, etc. 

5. Law charges 

6. Postage, Telegrams and Stamps 

7. Au(Jitors’ fees 

8. Depreciation on. and repairs to, the Bank’s properly 

9. Stationery, Printing, Advertisement, etc. 

10. Loss from sale of, or dealing with, non-banking assets 

11. Other Expenditure 

12. Balance of Profit subject to bonus 

Note : Particulars of total remuneration Ks. 42,151 ~-52 relating to (he Custodian 
'(Chief Executive Officer) : - 

(i) Salary Rs. 32,400 (ii) Allowances Rs. 2,700 (iii) Contribution to the Provident 
Fund Rs. 2,700(iv) Monetary Value of Perquisites (Free Quarters, Motor Car and 
Medical Aid) Rs. 4,351- 52. 


4,04,66,247.60 

2,63,42,064.94 

34.64.299.23 
16,121.36 

15.02,727.79 

2,90.850.45 

18,46,358.10 

24.82.855.23 

23,86,008.12 

48,86,864.92 


Total Rs. 8,36,84,397 74 


The above Accounts have been drawn up in acconlance with the provisions of Section 20 of the Banking Regulation Act, 1949. 


INCOME (/ e.s.s provision ma<le during the period 
for bad and doubtful debts ami other 
usual or necessary provisions) 

1. Interest and Discount 

2. Commission, Exchange and Brokerage 

3. Rents 

4. Net profit on .sale of invcstmciits, gold and silver, land, premi.^cs and other assets 

(not credited to Reserves or any particular Fund or Account) 

5. Net pront on revaluation of investment*-, gold and silver, land, premises and other 

assets (not cretlilci] to Reserves or any particular Fuml or Account) 

6. Income from non-bjnking assets and profit from siilc of, or dealing with, 

such assets 

7. Other receipts 

8. Loss 


Rs. P. 


6,90,22,318.58 

1,38,39,128.13 

7,73.180.78 


49,770.25 


Total Rs. 8.36,84,397 74 


D. BanerJee 
U. N. Bordoloi 
Directors 


R. B. Shah 
Custodian 

R. Mohapaira 
G. P. SiNHA 
Directors 


Nalini Ambegaokar 
A.SHOK MifRA 
Directors 


S. Subrahmanyan 
Chief Accountant 


pber 1970 


S. J. Utamsino 
General Manuf'er 


As pci our report annexcil. 

G. P. Kapadu & Co. 

K. N. GurouTiA & Co. 
Ray & Ray 
Lovelock & Lewes 

Chartered Accountants 
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Profit and Loss Account of The United Commercial Bank Limited 
for the Period from the 1st January to 18lh July, 1969 
Taken Over by United Commercial Bank 

l-’XPENDITURE Rs. P. 


1. 

rntcrest paiil on <.lcposits, boirowings, etc 

4,55,32,353.01 

2. 

Salaries and allowances and Provident I unil 

3 . 05 , 60 , 451.75 

3. 

Directors' (Rs. 38,6SO) and Lo.'al Committee members’ fees and allowances 

44,600.00 

4. 

Rent, Taxes, fnsurance, 1 ightmg. etc. 

39,19,870.75 

5. 

Law charges 

1,19,897.68 

6. 

Postage, Telegrams and Stamps 

17,47,458.47 

7. 

Auditors’ Fees for statutory and periodical audits 

1,29,629.75 

8. 

Depreciation on, and repairs to, the Banking Company’s property 

20,42,681.83 

9. 

Stationery, Printing, Advertisement, etc. 

26,41,019 85 

10. 

Los<f from sale of, or de dmg wdh. non-biuiking assets 


11. 

Other F.xpcndituie 

38.56,427.22 

12. 

Balance of Piofit .subject to bonus 

30,76,248.11 


Notes: (I) Particulars of total reiriuneralion Rs. 52,205 00 relating to the 
C'hairrnan (Cliicf lixecutivc Ofticcr): 

(i) Salary Rs. 3'),600 (ii) Allowances Rs. 3,3(X) (iii) Con¬ 
tribution to the Provident Fund Rs. 3.300 (iv) Monetary 
Value of Perquisites (Fiee Quarters, Motor Car and Medical 
Aid) Rs. 6,005 00. 

(2) The above Hguies are inclusive of branches of The United Com¬ 
mercial Bank Ltd m Malaysia. 


Total Rs. 0,36,70,608.42 

The above Accounts have been drawn up in accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. 


{Llw.s pros ision ma<.le cluring the peiioc. 

INCOMIC for bad and doubtful debts and other Rs. P. 

usual or nece.ssary provIMon^) 


1. Interest and Discount 

2. Commission, FKchange and Brokerage 

3. Rents 

4. Net profit on sale of investments, gohJ and snver, land, premises and 
other assets (not cretliied to Reserves oi any particular Fund or Account) 

5. Not profit o.n rev.ibiation of investments, gold and .silver, l.’ni', premises 
and othei assets (not credited to Reserves or any particular Fund or 
Account) 

6. Income from non-banking assets and profit from sale of, or dealing 
with, such assets. 


7,54,42,302.33 

1,70,45,444.17 

11,51,403.05 


31,458.87 


8 . 


Other receipts 
Loss 


Total Rs. 


9,36.70.608.42 





i^ROM THE CHAiR 


Ashok Leyland Limited 

Speech of the Chairman, Sir A Ramaswami Mudaliar 


THE followii));; Is the Speech delivered 
by Sir A Raniuswaiiii Mudaliar, KCSI, 
IX^L, (Oxon) Chairman, Ashok Ley- 
land laimited to the Shareholders at the 
Twenty-second x\nnual General Meeting 
of the Cornpanx' held on 9th Januaiy 
1971 at Eimoic, Madius-57. 

CKNILLTidEN, 

It gives me very gieat pleasnrti to 
welcome you to the 22nd Annual 
General Merting of xour (^tjinpany. 

The Directors’ Uepoit, Audited 
balance Sheet and the Piofit and Loss 
Account for the year ended 30th Sep¬ 
tember 1970 have been circulated to 
you and with xour pennission T shall 
take tluMU as read. 

You must have noted fiom the Piofit 
and i,fiss Account that the sales loi 
the \eai 1909/70 vM'jt; to the extent ol 
Hs 33 Oores, which is about 11.4 per 
cent more than the coriesponding figure 
lor 19(38/09, when tlu^ sales were to 
the value ol Rs 29.22 C^rores. 

As w'ill be seen Irom the Accounts, 
a vSUin of Rs 17 Lakhs has he<*ji pro¬ 
vided foi the Debentine Redeinjitioii 
Aeeonnt in terms of the Piospcctus 
governing the DelK‘iitur<‘ Issue and the 
Defientnrt* Trust Dt‘ed. ]3esides this, 
we have b(*en able to tiansfer to C>ene- 
ral Reseive .i sum of Rs 18.48 Lakhs. 

Sales ami Phoduciion 

The sale of 5,103 Cornet vehicles in 
the past year is the highest yet in the 
history of the Company and we are 
hopeful of inereasing our production fn 
the new financial Year. Also, there has 
been a steady pi ogress in the indi¬ 
genous inanufacturc of components ol 
our heavy duty chassis, namely, Beaver, 
Hippo models and Titan double-decker 
bus chassis, 'bhe development and 
production of the highly successful 
Hippo Dumper with power steering 
has been yet another landmark in the 
activities rff the Company. 

The industrial version of the engines 
manufactured by the Company has 
cxintiimcd to enjoy popularity in varied 
opeTation.s as main motive iKiwer for 
Compressors, Generators, Diesel Rail- 
cars, Ballast Tampers, Excavators, Air¬ 
craft servicing units and crane handling 
equipment, etc. The mai;jne version of 
the ‘370’ and ‘680’ diesel engines arc 
increasing in popularity as power units 
by the fishing industry, high powci 
launch applications and other crafts. 

Last yeat, I referred to the acute 
.shortage of prtKluction materials in thti 


cotmtiy especially steel. It is pleasing 
to repoil some improvenu'nt in siqiplics 
piimaril> as a n‘Milt ol CaiveiTunent’s 
libi‘i,ilisation ol imported steel sections. 
Upwaid spiralling of pi ices ol inate- 
lials, howev('i, is Ciuising ns concern. 
It is to be ho]ied supplies from Indian 
Stetd inaniilactuiers v\ ill soon improve 
so that wr are not faced with high cost 
f)f impoilod niateiKil. 

Km'ok I .s 

Your Company has been .st<*adily in- 
cKMsiiig its <'.\port business. During 
1969/70, expoit sales reachc'd a figure 
of Rs 1.67 Ciorrs as against the figure 
of Rs 57.33 Lakhs in the previous 
>CMr. Apart iiom tla* present market 
III (a*\lon and Singaiiore, an intensive 
exjioit drive is being made in East 
Europe*, Middle East, Africa and Eai 
East. British Levland International 
eontinne to give us assistance; to widen 
oiir expoit /ic'lcls, 

1 would lik(‘ to i(‘f<‘r to the Engineer¬ 
ing and Researeh and J>evelopment 
Depaitinenl in yoin Company, which 
has been eaii>ing out eonlinuoiis deve 
lopinent and testing woik to bring 
about impr()vejm*nt m the design and 
<tiialit\- ja*i lofinance ol oni vehicles. 
'Ihis, as von all know’, is mo.st c'.ssential 
in an Eiigineeiing Indnstiy ol this kind, 
wheie we have not onlv to inaintain 
onr standaids of (|uaht\ hut also con- 
stantlv evolve inodifie.itions to the pai- 
tieular reipiirements of users ol oui 
vehicles opeiating in Indian conditions. 

LAnourv 

The* Caaiipany have again (iitticd 
into a lonr-veai settlement with th<‘ 
Ashok L<’vland Emplov(‘es’ Union and 
von will be gratified to know that nndei 
this settlement payment of emoluments 
aie linked np with ineieasing produc¬ 
tivity year by yi*ar. 

Our Pensonned ami W(*llaie Dejiait- 
inents ie(iuii(‘ special mention as ow¬ 
ing to theii elfoits and tiainmg pio- 
grammes, then has been considerable 
reduction in the accident fn-rpiency 
rate in the Factory winning them well 
eai’iied awaids from the State Govern¬ 
ment. 

K S N( 1 lU. FtlUN Dn I E.S 

As statc'd in the DirectoLs' Repoil, 
Ennorc Foundries have continued to 
make good progress and your Company 
will be receiving a dividend of 9,'^ per 
cent subject to deduction of lax on its 
inve.stincnt in thi.s Company and a.s 


Cliainnaii ol Eimore Fomldn■c^J>, 1 am 
pleas(‘d to inionn vou that plans have 
lu'en submitted to CovtUTimcnt for ex¬ 
panding the piocluclion of cast Jroti 
(listings 

Fcj iTj HE Pros pec :ts 

As vou all know, the Fourth Plan 
has <‘stimatcd the doubling of goods 
liiiific' by road and 40 xht cent increase 
in xiassenger traffic m iht; next five 
vc*ars. This will iindoiibU'dJv create a 
lughei demand for passenger and g(K>ds 
v('hieles and we an* confident thaf the 
ofltake ol our vehieles will steadily 
increase. In my report to you last year 
1 jiulicalc*d oin intention to expand our 
capacity ol Comet vehicles to the rate 
of 7,000 i)(*r annum bv the end of the 
Fouith l*"ivt*->c*ai Plan and our x^lans 
and pro])()s.ils lor ex^vansioii now* rest 
with Coveinment for thc‘M approval. It 
is a mattei ol considerahh- concern to 
MS that so niucli time* is lieing lost 
awaiting Cwjverninenl’s sanction which 
IS likely to afleet onr ahflitv to meet 
the ineic'a.smg demand for our vehicles. 
You) arc* aware that most aiitoinofiile 
maimfaetniers purcha.se cximixinents 
and in some c'as<'s units from the aii- 
(illaiy hidustn'es, who in timi must 
expand their produc*tion to mt*et the 
ineieasing demand of veliic'h* m.inu- 
faeturers. Uiiloilnnatolv, m many 
caM*s expansion priiposals ol many of 
these industries aie awaiting Coveni- 
luent’s approval. 1 appi’al to Ciovern- 
ment lor moK* speeilv ajiproval of the 
«xX).insinn x^rogumiim-s in the indnstiy 
in gc-n(“ial so I'liahling the industry as 
a w'holc to i^ropare. thcms(*Ives to meet 
the ineieasing noed loi vehiclis. 

AfJivNOW r ElKa .MEN'l s 

Ml J C Watson, the* Managing Direc- 
loi has during his 8 ve.irs ol service 
t)la\(*(l a most notable: jiait in tlie re* 
maikabh; d(*vcloiimi*nf ol this industry, 
lie has iifentified Imnseif clo.seJy not 
iiieiely with the ]uogress of the Gom- 
jiany but with the willaie ol IIhj staff 
and workeis. ’Phis enlightened policy 
he has cieated in the st.iff and workers 
has lesnltccl in greatei and better per- 
foiinanee and ni achieving the targets 
that have heen .set to them and in 
some cases, exeeeiling such targets. 
The progress ol tlw* industry and the 
place that Ashok Lc'yland has attained 
is due as much U> his tf^chiiical know- 
Ic'dge as to his personal qualities in the 
rnanagemtsiit of the affairs of the Com¬ 
pany and its expansion. My colleagues 
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in the Board aiiil T would like to con¬ 
vey our keen uppri^ciation and sincei<" 
thanks to Mr J G Watson for the signal 
coritrihutioti has made tf) the pro¬ 
gress of the Conjpany. 

It is my pleasant doty to express oui 
appreciation to tin' staff and workeis 
for their co-opeiation arul devotion to 
duty which has ( nahled the Gonniany 


to Jichlevi' satisfactory lesults. 

Onr thanks are due to our British 
(’ollal)oratois ioi their continued guid¬ 
ance and assistance in the activities of 
the Company. 

1 take tins opiioitunity to convey our 
thanks to th<* C<mtral and State Gov- 
eininents Ioi their support and lai- 
conrageinciit. 


ECONOMIC AND POyTtCAL WEiXiV 

Finallx’, (Ml behalf (if the Board of 
I Diieelors and myself, 1 would like to 
convey to you our thanks for the sup- 
f port and the confidence yoa have re- 
posetl in us in tin* development of the 
r Company. 

Vote : 1’his does not purport to l>e a 
jceoicl (d tlu^ proc-eediugs of 
the Annual CJeneral Meeting. 
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Statemetit by the Chairman, Mr N A Palkhivala 


THE" following is the Statement issued 
to Shareholders by Mr N A Palkhivala^ 
Chairman, The Associated Cement 
Companies Liiniteih on the Company's 
working for the year cnde^l 31st July 
1970. The 34th Annual General Meet¬ 
ing of the Company was held on Thurs¬ 
day, January 21, 1971, at 3.30 p.m. at 
the Birla Matushri Sabhagar, 19 
Marine Lines, Bombay 20. 

I referred last year to the grave 
political instability and the graver eco¬ 
nomic uncertainty which marked the 
Indian scene. This year the instability 
and the uncertainty have lieen cx^m- 
noundccl. The economic issiie.s arc 
ovcrshadow'cd Ijv the more momentous 
ouestion, — w-liethtT the integrity and 
sanctity of the Q)nstitiilion will survive 
or whether the rule of law' will give 
way iind<a* the pressure of the gather¬ 
ing forces of anarchy and chaos. 

During 1955-56 to 1964-65 the avei- 
age annual growth of real incomes — 
i e, taking the national income at con¬ 
stant prices — WAS 4 per c<‘nt, while 
that of money supply was 7.1 per cent, 
revealing a gap iif 3.1 peu cent. By 
contrast, from 1964-65 to 1969-70 the 
average annual gruwth of real incomes 
was barely 0.8 per cent, while that ol 
money supply was as high as 10.7 per 
cent, indicating an inflationary gap of 
9.9 per cent. The national rate of 
savings has dropix*d to the alarming 
all-time low of 8 jrer cent. This is the 
result of the unshakable coiiviciion of 
our Government that the right thing to 
do economically is the wrong thing to 
do politically. Inflation has reached 
the point where "'to speculate is safe 
but to save is to gamble”. 

Monopoiaes Acn' 

During the last completed year at 
your Company, the Monopolies and 
Restrictive Trade Practices Act, 1909, 
came into force. ChapttT III of that 
Act which deals with “Concentration of 
Economic Pow'cr*' applies to your Com¬ 
pany, with all its restrictions and prohi¬ 
bitions. The Monopolies and Restric¬ 
tive Trade Practices Act could have 
been more appropriately entitled “The 
Prevention of Economic Growth Act”. 
This statute treats all undertakings alike 
— undertakings in a field where the 
smallest viable unit would require an 
investment of tens of croros and under¬ 
takings .in a field which hardly requires 
any capital investment at all. Any in¬ 
dustry, irrespective of its capital-intcns 


sive nature;, is prohibited from expand¬ 
ing M'ithout the picvious approval of 
the Govcnimcnt, merely because it hap- 
pen.s to havt! assc*ts of a certain value. 
Monopolies, and rcsti ictivc trade prac¬ 
tices, which art* against the public 
interest, are ceitainly most u'prehen- 
sihle, and .several eountries have appro¬ 
priate legislation to deal wjth them. 
But India is the only country in thf 
world where mere .size yf an under¬ 
taking or the value of its assets is 
made the ground for apidication of the 
Monopolies Act. 

There are indusfiies pioilucing goods 
of which theie is an acute scaieity; and 
yet even UKxhnitr expansion of such 
industries has been so fai denietl offi¬ 
cial sanction hixansc of the existimce 
of the Monoix)lies Act. Besides, the 
Act is so hopcl(‘ss|y tlrafted that it is 
hound to giv(‘ lisc to legal quibbles 
which will entail fiuitlcss wrrespond- 
ence with th(* Coveiiunent, and in sonic 
cases litigation, which may last a sub¬ 
stantial part of a businessman’s active 
life. To anyone who does not have to 
mouth political claptrap it should he 
clear lieyond doubt that the ill-con¬ 
ceived piovisions of the Monopolies 
Act will ohstinct efloit, deflect enter¬ 
prise and constiict giowth. History 
smiles whem if se(‘s a country seeking 
to reach the goal of a Welfare State by 
a road which runs into lone and barren 
sands wheie honest enterprise is sorely 
tried and economic giow'th is held in 
chains. 

“CONcEN'IHA'IlOiV OF ECONOMIC 

Power” 

The bogey of concentration of eco¬ 
nomic prmer is the current myth In the 
•ealm of economic folklore. Ancient 
Indians held the Evil Spirit responsible 
for smallixxx, and modem Indians are 
asked to hold concentration of econo¬ 
mic power responsililc for the ill-health 
of our economy. In reality, the cap¬ 
tains of industry arc not in politics and 
all of them together have far less influ¬ 
ence over governmental policies than a 
handful of Young Turks. Besides, oui 
economy being primarily agrarian and 
the agriculturist being ?xd/tically moie 
important than the husine'^sman, the 
terms of trade aie swung all the time 
in favour ol agiieultiire which is the 
politically influential sector. Between 
1962-63 and 1969-70, there was a rise 
of 90 per cent in the prices of agri¬ 
cultural commodities, as against die rise 


of oil!)' 39 jiei cent in the prices of 
manufactured giMid.s. 

For a people wImjsc national motto 
is “Truth shall prevail”, W'c do remark- 
ahly w’cll in the way of propagating 
and swallowing falsehoods. Consider 
the oft n.peated allegation that capital 
is on strike* and large* business housc^s 
are not willing to eo-oix;rate‘ with the 
Covciiiment in developing the national 
ceonom>. Facts arc stnhbom things, 
and the figures as disclosed by the 
Ministry for Industrial Development in 
the Raj>*a Sahha on 23rd November 
1970 tell exactly tin; opposite story. As 
many as 444 apjdications for licences 
w'cre receiv<*d from large industrial 
hou.scs between Jannaiy and Septwnber 
1970. Only thne licenc'Cs were 
gianted, and letters of intent w'cre is¬ 
sued in lhr(;e other casts. 50 applica¬ 
tions were rejected and the remaining 
388 applications were “under considera¬ 
tion". So far from capital being on 
strike, it has been struck, — struck 
repeated and swinging l)low'S hi the 
name of outdated ideologies w'hich liave 
not the remotest relevance to the eco¬ 
nomic realities of tlie day. Between 
our licensing regulatHjns and the pro- 
vi.sions of the Monopolies Act, the in¬ 
built delays make eternity intelligible. 

India's greatest need today is a sharp 
upsurge in the level of investment and 
in industrial and agricultural production. 
There i.s no other and no easier solution 
for our bcwildt ring problems of grow¬ 
ing unemployment, increasing scarcities 
and spiralling pi ices. 

In point of economic wisdom and co¬ 
operation he(w'(*t*n the Goveniment and 
the business coinniunity, India is the an¬ 
tipodes of Japan. 3'he Indian (i<jv<^rn- 
ment believes that business, by defini¬ 
tion, is socially iii(*sponsihle and can 
only be tolcrat(*d as a ncti‘.ssary evil; 
whereas in Jajian th(’ie is intimate team¬ 
work betw'e(*n hiisincss executives and 
Government officials at every level, and 
bureaucrats and husinessinen work to¬ 
gether ill total haimoiiy like a tight- 
knit family. While the Indian Covem- 
inent has an incurable obsession a1x)iit 
big hii.siii(*ss, the; Japanese Government 
insists on miiiimum sizes for industrial 
plants where it fe(*l.s that economy of 
scale is vital. While the Indian Gov¬ 
ernment jibs at making funds availahh^ 
to large enterpriNes, the Japanese Gov¬ 
ernment deliberately funnels funds to 
areas with the highest growth potentiaT. 
Whereas we pillfiry our big industrial 
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lioiiM^s imd i)nt tlwiu in thr list <»l 
Twenty Criminals, the Japiin<*s<^* Cwivi in- 
ment issues handsome Certificates (,{ 
Merit to liiv; einporations which ljiou 
and expand continuously. Japan's .i^ioss 
national product mci eases l»\ an aveiaj^e 
of more,' than If) pei cent annualls, 
whereas our hi^h-hloun talk about eio- 
noniic dt'velopineut Kin.iins hii'h-hlown 
talk. 

MooLacN Chijaiion Oh \A'i,ALm 

Our lav^’-l^akels ainl puhlie* adiniins' 
trators have yet to leain some extremely 
(‘Icanenlaiy lessons, d’liey have not yet 
coinprehended the economic implica¬ 
tions of the fact tfiat for (Wei> one 
rupee ol profit eained hy a sharehohler 
in the private .sector, th<* comi)any I'c- 
nerale.s over Its 3.25 hy v\ay ot leveiiiK^s 
lor the' CjOV(‘nnnent. loi financing soiial 
SCI vices; that in th<* inothan teehnoIo< 4 i- 
caJ dfir t'conoinies of scale make hi^^ si/e 
operaticnis unavoidable, aud that small 
entn'preneiiis and new entiants mto bii- 
.sine.ss hav<* theii best chaiuc ol pios- 
peiiiiK and developing with satety and 
security as supplies o( aiixihaiii's and 
c'omtxmeiits to hi^ industiial ciiteiprises. 
Where there is no vision, pinliaps (lie 
old adn^e may stand. 

Today wealth is criMted hy mass pro¬ 
duction and the application ol techno¬ 
logy. This means that the man who 
create.s wealth lor himsell oi his com¬ 
pany ensures livt'lihood ioi thousands 
(«' tens of thousands, ami thus piosj)cii- 
ty bec'Oine.s indivisible. Imlia has v.ist 
natural ri*soiirces. but its finest natin il 
resource is tiu* spirit ol euteiprise which 
the Ciovernment is so anxious to choki* 
off. We harness tlie powei in ciial and 
oil, in fall and stiCvAin, but the greatest 
of jrowej.s’, the* immeasuiable lesi'iToir 
of the people’s f«iith and iespouse, eiiiT- 
Ky uikI (‘iideavour, is allowed to j^o 
waste. 'I’he technicpies of ereatirij^ the 
wealth of naticins have changed beyond 
lecsigiiitiou during the last hundred 
yeai.s: hut we still cling i)atbelically to 
the ideology tfuaight up by the expa¬ 
triate German Jew's m the gloom of the 
British Mu.seuin Library. “Distributive 
justice” can iicvei gr*t off to .i stait wfien 
there is nothing to disliibute. 

Ckmfm — it‘h iMeoirrANcF and 

(k*meut is indispensable loi the town 
and th<' coimtis, — loi welb, silos and 
factories, for irrigation and hydro-clec- 
tne dams and canals. The consumiitioii 
ol cement, along with that ot steel, is 
an index of development. The annual 
rate of growth of demand lor c‘C'iiu*nt 
in this country has b(*en stable at JO 


p( I cent on a steadily lising base. Out 
of the total outlav ol Bs 2'J,U00 crores 
in the Kouitli Live-Veai Plan, half is on 
.lecount ol fixil I'oiisti IK tions in whieb 
binldmgs ol vaiioiis tvj)es total neaib' 
Its b.OOO iioK's. 'lie- projections of de¬ 
mand ioi ii'iiK'iit loi tlu* JM)uitfi Plan 
i.mge lioiii 18 million tonnes to 2J nnl- 
Ijoii tonnes. By int<‘rnational standaids 
ol jii'i capita eoiisiiinption this demand 
will shll be misci.ii)l\ low at 25 Kg.s per 
head p«i amniin, which is practically at 
tlie bottom ol llic cement consumption 
latiiig ot 38 conntin-s. In addition to 
a lnigc b.icklog est/inatt* in 1967 ol ]J 
million housi's, housing icfpiircancnts in 
Inditi aic ol tin* older ot 4 million hou¬ 
ses pel \Ccit The (duet ErigiiK'Cis ol 
Statrs m iheir 2()-Veai Road Plan loi- 
imilated m 1958, targeted ■3,24,000 mill s 
ol \illage loads, 2,30,400 miles ol other 
(listiict loads .im! 32,000 mill's ol Na¬ 
tional lfigliwa>s. 3 hese taig(*ts aie now' 
out of date and too low'. 3’he ii'<|Uiie- 
lUeiits ol bum .ind lural works, mial 
housing, silos, aiipioach roads, wells 
.m<l tbieshmg lloois, a’e unknown. 

The [lolenti.il, (heiefoK*, is enorinoiis, 
but as in otluM' ri<'lcK ol cMideavoui in 
ibis c'omilu, lietweni the poteaitial .nid 
th(' ac tual, I alls the shadow of hiunau 
iiiadeiiuaey aii<l human lolly. \Vhat is 
lecjiiiied is a sen^'i' ol iiigency and wil¬ 
lingness to make tb'* oipreint' c'tfoit lor 
a ei.ish piogiamim- \s against this, in 
th(' eailiei Ilians lln' .ilioeatioiis for 
bousing weie not utilised oi wore diveit- 
c'd loi othei uses Subsidised iiidustiMl 
housing evoked pom iespouse. Alloca¬ 
tions in the* Plans loi roads as a percent¬ 
age' ol the total oiitlass aie static or 
going down. In the loaiith Plan, it is 
as meagio as 5 8 pei cent of the* total 
oiitlav. Jfowevi-r, lateK theic has bc'cn 
some appieeiatioii ol the lugcney ol the 
pioblem of honsmg. 3’he C’.oveininnit of 
India hav<' cirated a Rc’volving Imnd o‘ 
Rs 200 eioujs to piomote lioiising, and 
it IS uplo die States, Housing Buaids 
and other bodu's to dcMive the' maximum 
bc'iicfit by .spc’edv construction and r'*- 
pavmc'iit to thc! Piiiid. 

[n some' vs ass. foodgrain piocluctioii 
and housing pr<‘sent similar problems 
and lace similar load ])lock,s: lack of 
finance on the part of those needing 
housing, piimitive inocedurcs and me¬ 
thods of constniction, defective logistic 
and timing of supplies, and finally the 
traditional leisuredy attitude towards re¬ 
sults. Thc‘ fioiisiiig problem can be solv¬ 
ed onl> by means analogous to the green 
revoluticin, — b>' a break-through in 
technology, and in organisational me¬ 
thods of (xmstruetioii and financing. 
W'hereas in the case of agriculture not 


onK had the h'cdiiiupies to be discover¬ 
ed oj fashioned but the small farmer 
had to be educated to adopt and im- 
pleincnl them, in the case of housing, 
all the te( hiiiqiies and tocluiology have 
be<*ii available for sonic time, crying to 
be used. Wdiat is u'qinie.d is the appli¬ 
cation of mdustrial methods and mass 
pioductioii technology and approach to 
the piobleui of housing; in particular, 
modular eonstriietiou, modular construc¬ 
tion, assembly of (module's at site, con- 
eriite masonry and pi<*-cast concrete iii- 
sti ad ot laboiioiis and slow’ brick-laying; 
c'stablishmcnt ol up-to-date pre-fabrica- 
catioii plants, inaniifactuic of concrete 
block and other iire-cast units on a large 
seal(\ u.se of i<*ady-inixed concrete, and, 
lor decorative ])iiipo.ses, aestlietic C'on- 
erele liinshes, 

>'ou will be gl.id to know that your 
Coinpanv, (luoiigh its Concrete Asso- 
eiation ol Intlia and Village Welfaie 
.Sflii'me, has be<ii speaiheading the at¬ 
tack on soim* ol the obstacles m these 
aieas, 1)> cbvelopmg and demonstrating 
these t('elini(|ues and innovations, by 
etlucaling and assisting the farmer, the 
bnibling contraetoi and the would-be 
house owni'i*. Whilst the industry is 
gi.ued, leads and willing for producing 
as iniu'h eemi'nt as will be reguinKl, it 
is hobbled by lack of finance, in aildi- 
tion to th(i lieeiisiifcg and “monopoly” 
lestrictions 1 have rcfeired to earlier, 
hinaneial stringeue}' w'lll now' be fiir- 
thi'r aggi.ivated by even heavier fi.soal 
imposts. 'fax Credit Ctitifieutt's 
(Kxcise Diitv on Lxcess C3Jearaiire) 
.Scheme, 198.5, has ceased fruan April 
1970. Ihe Development Ib'batc for the 
indiistiy was reduced from .35 per cent 
to 25 per cent in the case of installa¬ 
tions altei 3Jst March 1970. 

Tin-: Fu’iukk of ACC 

“Oiji^ st<*p ('iiongh For me” is a noble 
pieerpt, but not to lx* followed in th(' 
field ol (inporate nnmageinent. Your 
Company would like to plan for a de¬ 
cade ahead, at least to the extent to 
which Mich an exercise is ixissible or 
fiiiitful in the context of the kaleidos¬ 
copic changes in the Government’s li- 
c*ensing, “monopoly” and other policies. 

For the last I'levcn sears we have 
Ix'cii able to maintain thi* dividend at 
a steady level of 12 per cent. Compar¬ 
ed to the yield availal)le in many othm- 
industries, your dividend and share 
prices liave been modest though stable. 
But even this rate of dividend has been 
maintaiiieil only by dipping into the Re¬ 
serves for the last few years. The pro¬ 
fits did not even permit the setting apart 
in full of the Expamion Reserve for 
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tht* two yfurs 1967-G8 and 1968-69 as 
wo were requirt^d to do, and wx; have 
had to make good the .shortfall ’a.st 
year. Whilst capacity, production, sales 
and realisation are' higlicr (wcry yi'ur, 
the net profit has l>C’en declining as a 
result of price cxintrol. Proven cost in¬ 
creases due to C.ovei nincntal action art* 
net lecoinpenscd in lull, and evm such 
made-qiiate atljustment as is gi anted is 
always delased. In no instance did the 
Coveinmcut give the jnice as ic'coin- 
mended hy the Tarill Connnission. ui 
Irom the date set l,y .t. 

How do companies mcicase th{*ii pio- 
fitahihly in progicssive countries? Fiist, 
hy incie.ising prices tn oflsel luMvii'r 
costs which aie ])e 3 ontl the manufac- 
tureis’ eontix)!. SeeondK, hy expanding 
production so that unit costs ai(‘ reduc- 
et] h\ the econmiiies ol scah'. ThirdK, 
]»y div(‘isificat](in into new products 
which iiMv 1)(‘ allied to the existing line 
ol something cntiiely new, wheie the ic' 
tmn on the eajntal einiilosed is highei 
Konrthlv, h> meig<’is, at qnisitions ni 
forming eongloqiiei.ites. And lastly, hy 
intensive and rigid cost eonlro! and cost 
reduction. None oi tht^si* avenues, ex- 
eeptiiig the last, is at present lieely 


available to >dnr Company, thanks to 
the hoohv'tiap.s and mine-fields ol li¬ 
censing, “monopoly" and other regula¬ 
tions with which the husintsss aiea has 
het'ii stiewn in lliis country. As legards 
cost lediietion. it ha.s liecome a conli- 
imons exeieise in A(JC. But ieduction 
in cost ai hicveil l)v impioved eificiencies 
aie swallowed ii]i hv imposts hi'yond the 
C’oijipaiu's contiol, siith as increases in 
electiicil) (Intu s and ros altics ])ayahle 
to Ciovemment, and in Ireighl tin coal, 
gvpsnm and otlua stouts and the eon- 
tnmtais im reast* in their pnees. 

.SU( m I VC. i: <>i’ WACa ).\s 

As legards oni slujit-terin piosticcts, 
1 shonltl likt' to sonml a nolo ol caution. 
It is not enough to jnoduct' ccincnt and 
to jrrodnee it clieaply. It has to he 
(h'Sjiatched and distnhuted. Voiir Com¬ 
pany’s piohlcTn IS not that ol production 
hut of distnhiition, as ('very hald-head- 
cd man icaliscs when he shaves m the 
moining. 

Whilst we me ((iuUdi'iil ni pioduetioii 
and leasonahlv eoiilideiit ol sales, des- 
palelu's h.iv(' het'u th<‘ weak link rn the 
chain liom invcslnicnt to realisation; 
and llu' situalioii has worsened steadily. 
iMslead nl impiovmg. Despatt'hi's aie 


mainly made* hy rail and nracl. ('einent 
which is u bulky commodity ha.s to be 
moved vast distances, since there afe 
oulv a few suhstantiul consuming cen- 
tr<\s scatterc;d far and wide. 

A huge proportion of tvment has to 
move' hy rail. Movement hy rail has 
hceii the hottleuc'ck, i)articularly in res¬ 
pect ol .sinne ol our large lacte>ries like* 
hmml and ('haihasa whose markets 
include Delhi, the Punjab and 
llaivuna and to which markets lail 
uuivements are the most difficult. Last 
veal, our despatclies were reduced hy 
as mi I eh as 8.45 lakhs tonnes due to 
Wiigon dilHeiiltii’.s. The railways have 
hern doing theii host to help us and 
have promised better sei-vices during the 
luiiirth Plan Unless this promise is re- 
dec'nied and there is satisfactory iinjiro- 
venient in railway liaiisixirt, our des¬ 
patches may siilfei even more acutely 
111 future. 

Ih'fort; c'oncliiding, I should like to 
('xjiress. on voiir behalf and on behalf 
ol the Management, appreciation of the 
loyally. (*o-opeiation and sense of duty 
( vinci'd !)> the vast ACX" family at all 
li'veK — at tho Works, Collieries, Olfi- 
(.s's and other cstahlishments. 
lioinhiiy, January IG, 1971 
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The National Newsprint and Paper Mills Ltd 

Speech of the Chairman, Shri Hari Singh 


THE iollowin^ is the Sj)L*eL’h clclivcrcil 
by Shri JIaii Siiiyh, ('hairinan. National 
Newspiint anil rai)(‘r Mills Limited, at 
the T\\enly-lhiid Aimnal General Meet¬ 
ing of the Cnrnpanv held at Nepaiiagar, 
on Oecembei 28, 1970. 

On the' o(tasi»)n ot tin* 2dril Annual 
(ieneial Meeting ol th<‘ National News¬ 
print and Tapei Mills Limited, it gives 
me gieat ph asiiie to welcome you all. 
ft is a mattiM of ix'isoiial happiness loi 
me to gicet you and recount to you 
thi' peifonnanec ot your Company dur¬ 
ing the yi’.ir 1909-1970. The annual 
accounts and repoits theieon arc already 
in your hand.s. VV'ith vonr peimission 
1 shall take them as lead. 

0\r'.n\M, Lkiu oumam k 

Oitting the >ear nndi^r review' the 
pioduetion born both the I’apiir Ma- 
ehiFM‘> was ‘19,275 tonnes as against 
30,562 (unnes ol last >eai. In spite of 
the meiea.s(^ in y^ioduetion and con.se- 
(pient highei sales leveniie, the Coiii- 
l)an>' ineniied a loss of Its 92.45 lakhs. 
It was envisaged in the l^rojeet Report 
that pioduetion on the second Paper 
.Machine was to be made initially with 
ini|X)ited pulp till such lime the Pulp¬ 
ing and R<‘eovei\ J^lants weic ready. 
Due to the devaluation and icsnlting 
price ineiease, tlie cost of imported 
phip had gone ni) eonsideiably (Price 
of ch<‘mical Pulp being Rs 1,345 pei 
tonne and mechanical plup Rs 990 
Dcr tonne). We had imported 9,700 
tonnes ot Lhemieal and mechanical 
pulp initialb, for the above purpose. 
However, as the cost ol pioduetion with 
imported pulp w^as louiul to be veiy 
bigli, it W'.'is d<'eided to stop the use ot 
imported j>nli) lu addition, the 
management decided to limit the pro¬ 
duction to the availability of the mecha¬ 
nical plup fiom the existing ground- 
W'ood plant and siipiilement the njquiie- 
inents of chemical pulp by a small 
purchase fioin within the country. 
Though, this involveil a lesser utilisa¬ 
tion ol the capacity of both the Paper 
Machines, it was the only way to keep 
the loss to a nmiinnun. 

Production 

Production duiing the year from 
both the machines was 39,275 tonnes 
as against 30,562 tonnes last year. The 
Caustic Jnda Chlorine Plant with a 
rated capacity of 3,600 tonnes of 
Caustic Soda and 3,000 tonnes of 
Chlorine produced during the year 


3,090 tonnes of Caustic Soda and 2,743 
tonnes of Chlorine, respectively, as 
compared to a production of 2,812 
tonnes of Caustic Soda and 2,495 
tonnes of C^hlorine in 1968-69. Your 
Caustic Soda Chlorine Plant is a capa- 
live unit and as such its production is 
icgulatcd to the extent of our actual 
requirement for production of News- 
jirint. 

Cost of Production 

As already stated, the use of costly 
imported pulp was one of the main 
factors which contributed to the loss. 
Also, the depreciation on the second 
Paper Machine had to be charged to 
Profit and Loss Account this year, 
since it commenced production. As 
the total output was only 39,275 tonnes 
as against a rated capacity of 67,500 
tonnes, the entire depreciation could 
not be absorbed. The cost of the 
second Paper Machine and Buildings 
was financed by loans from Central 
Government and defeired payment 
terms from foreign suppliers, and so 
interest on the abi^ve loans had also 
to be charged to the Profit and Loss 
Account during this year. Lastly, 
there have been some increases in the 
cost of finishing materials, stores as 
well as in the pay bill due to revision 
of pay-scales. All these factors have 
pushed up the cost of production to 
about Rs 1,350 per tonne during the 
year as against Rs 1,029 per tonne in 
1968-69 

Sales 

Sales during the year were at 39,297 
tonnes bringing in a revenue of Rs 
434.77 Idkhs as against the previous 
year’s sales of 30,330 tonnes yielding 
a revenue of Rs 332.41 lakhs. 
Government of India’s decision on 
your Board’s proposal for the increase 
in the selling price of Newsprint from 
Rs 1,100 to Rs 1,350 per tonne 
is still awaited. But for this low sel¬ 
ling price, the financial results of this 
Company for the year under review 
would have Ix'en better. 

Expansion and Development 

During the year under review 
practically the entire equipment for 
the Pulping and Recovery Plants has 
been received at site. Messrs Gan¬ 
non- Dunkerley and Co and Messrs 
Garlick and Co to whom the civil and 
structural works contracts were award-^ 
ed last year, have commenced work. 


However, due to an acute scarcity of 
steel, the works are not progressing 
according to schedule. We have taken 
up the matter with the Ministry for 
an early allotment of steel for our ex¬ 
pansion needs. 

Raw Materials 

As some bamboo contractors failed' 
to supply the contracted quantity, 
departmental extraction of bamboos 
was taken up in January 1970, and ap¬ 
proximately 3,500 tonnes of bamboos 
were extracted by 31st March, 1970. 

Employf.e Relations 

During the 3 'ear, leview of the 
grades of workers and staff has taken 
place and an upward revision imple¬ 
mented satisfactorily. Ex-gratia pay¬ 
ment of Rs 4.12 lakhs at the late of 
IJ month’s pay and allowance ptr head 
subject to a maximum of Rs 360 
was made during the year to the em¬ 
ployees; the figiiie for the previous 
year being Rs 3.74 lakhs at the same 
rate. I am glad to inform you that 
the relations, between the management 
and employees, have been very cordial 
and there is an atmospheie of co¬ 
operation and good-will, 

Managhmlnt 

Shri A K Basak, Chairman, Board 
of Directors of the Company, whose 
term of office was to expire on 30th 
Septembi^r 1970, has since resigned. I 
join with my colleagues on the Board 
in placing on recoid our sincere ap¬ 
preciation of the valuable advice and 
guidance which Shri Basak has given 
to the Company during his association 
with the Mills. 1 also wish to place 
^on record my sincere appreciation of 
the work done by the officers, staff 
and workers at Nepamills with all 
their devotion, loyalty and hard work 
in contributing to the performance of 
the Company. I am confident that 
with the men and machines we have, 
we shall be piogressing much further 
in the coming yeags. 

Finally, I would wish to express my 
gratitude to my colleagues on the 
Board for all the support, advice and 
assistance they have granted to me so 
readily. My thanks s^e also due to 
the Government of India, the State 
Government of Madhya Pradesh, the 
shareholders and our ^customers for. 
their assistance and continued patron 
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Our pigeons are ruffled. 

What with all the 
construction going on, roosting 
places are being demolished by the 
dozen, promenades disappear 
overnight, billing and cooing is a 
thing of the past, and life has become 
quite uncertain. Our pigeons don't 
know that this is temporary and 
soon, what with a whole new floor, 
new restaurants, a Health Club, 
Swimming Pool and a Bazaar, there 
will be hundreds of new nooks, 
crannies and ledges. 

And we aren't saying it for the birds! 
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IT NEEDS 
YEARS OF EXPERIENCE... 

...to make pipes durable enough to serve generations Our vertically cast 
pipe foundry makes cast iron pressure pipes up to 48' diameter—and larger 
(up to 60" diameter) on special order. The two spun pipe foundries—among the 
best In the East—make centrifugaliy cast pipes from somm to 750 mm diameter, 
to an annual capacity of 160,000 tonnes Prosaic details perhaps, but what’s 
more Important—at Kuitl experience marches with nearly a century of tradition, 
and knowledge adds depth to know-how to make it an incomparable asset 
In the manufacture of pipes and fittings for India's many projects and utilities. 
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Irariiiiig the Tabi^ 

THE poorer countries of the world have for years been making melFective' 
protests about the falling prices on the international market of their e^^rts 
of primary commodities. Their major cu-stomers have been the rich, iudus** 
trialised nations, who have successluJly .stalled most demands for Icmg-tenP 
agreements on minimum fixed prices for the primary exports of the poorer 
segment of the world, on tlie plea that they cannot tinker with market forces 
as this will involve a total change in the traditional methods and structure of 
international trade. However, in cases where the manufactured goods — 
Indian, Takistani and Hong Kong textiles, for iiistaiiee — of the poorer coun- 
Uies have pruVL’d eompetitivc and have cut into the ostensibly free markets 
ol the nidustiialised nations, iigid import quotas or prohibitive tariff rates 
have betm imposed with alacrity. In other words, the laws of supply and 
demand ai(i allowed to operate uiihinUered when it suits the richer countries, 
hut stiict physical and/or tariff contioLs are impowd as soon as maiket forces 
begin to provide some dividends for the poorer countries. 

h'or a laige pait of the last decade, oil pioducing capacity was slightly in 
excels ol iiileinational demand. For tliis reason, the Western European and 
Aineiieari companies which suiiply West Asian, North Alrican and Venezuelan 
oil lor 85 per cent ol Western Europe’s oil needs, insisted that the ixisled or 
releiencc puces, on the basis ol which oil exporting counUies were levying 
taxes, could not be laiscd. The majoi oil cxiiorting countries which have 
loiuicd tile Uiguiiisation of rctiolcuin Exporting Coimtiies (OFEC) have been 
tr>ing loi scvcial years to gel u larger share ot the largesse from oil. Out of the 
.iveiage puce of 27 US cents iier mn^eiial gallon charged to the European 
consumer, the producer govermnents get only 12.5 per cent in taxes and other 
loinis ot oil revenue. Since oil is a major natural resomce of all the OPEC 
couiitiics — Iran, liaci, Kuwait, Qatar, Saudi Arabia, Abu Dhabi, Algeria, 
Libya, Venezuela and Indonesia — and as all of them liave poinilations with 
low standai'ds ol living (with the exception ol Kuwait), they have very under¬ 
standably sought to increase their taxes on oil. Another lorccdul argument put 
loiward by them is that the cost ol goods iinxTorted into llio oil producing 
couiitiies iroia the industiialised countries' has gone up significantly due to 
iiifJatiun but tbe posted pi ices ol oil have remained stable. 

To all tlusc legitimate tlie oil cxunxianies turned a deaf ear till 

iccently and the oil producing eountiies played sate and vvhat is moie im¬ 
portant, did not have the ixilitical will to challenge what was regaided as a 
loiimdable couibmation, i e, the oil companies backed by their govenmients. 
The weak-kneed attitude of the OPEC nations changed dramatically due 
to tile concessions wrung out last October by the newly installed Ghaddafi 
government in Libya, which raised the relerence iirice by 30 US cents a 
baud and also increased taxes by 5 cent to 55 per cent. 

This, together with the increasing deinaiicl lor oil, steeled the OPEC gov- 
eiimicints to take action. Algeiia lias liecii demanding majority c-ontrol over 
the French comi^anies which arc it^sxHinsiblo lor 70 i)er eciil of Algeria’s oil 
inoductioii and at the recent Teheran cunlerenec, the six Gulf states have 
deiniuided an imniedialc reference pi ice lisc ol 35 to 40 cents a barrel while 
the oil eomx)anics are willing to concede only 20 cents. The oil companies 
aie also holding out lor a five-year guaiantce against lurther ad Iloc revenue 
increases by the oil producing govcninunls. In return for such a guarantee, 
the comx^anies have made a historic offer which could drastically alter trade 
relations between industrialised and non-industrialised nations. Under the 
companies’ proposals, die price-levels “should be .subject to a moderate annual 
adjustment against the yardstick of ‘worldwide inflation’ or similar criteria”. 
This concession is, at first sight, remarkable in that no other international 
agreement on raw materials includes a sliding scale mechanism to increase 
prices. But when looked at more closely, there is good reason for the OPEC 
nations’ rejection of this oflei. There is a seller’s market in oil and there is 
twcr>' reason to believe that in lutuie, oil will be even nioie in short supply. 
In these circumstances, die tying of oil prices to some general index of infla¬ 
tion would be against the interests of the producing countries. 

The OPEC countries have realised this and, with the exception of Indo¬ 
nesia, have expressed a united will to begin an oil embargo, if their d^QAAnds 
for unpegged and higher revenues are not met. Western Europe, 60 t)er cent 
of whose energy demands are met by oil, 85 pci' cent of which comes from 
1^ OPEC nations, be seriously affected unless it gives in to thesA 4e- 
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maYicls. Japan is even more vulnerable. 
On the other hand, the producer na¬ 
tions will 1)0 losing large revenues il 
the oil embargo is undeitaken, Ih've- 
lopmcnt programmes will be sorely al- 
fected but the day-to-day ecoiu)niie life 
of the oil pioducing countiies, winch 
is .still at a vcjy basic and nn--opbKsti' 
cated level, pails of it even outsidr* the 
money econo#ny, will be able to ean\ 
on. The much more conipie.v ♦■conuinK' 
and sof'ud stiuctuies of highly indiiS' 
tnalibcd societies arc much moie vulne¬ 
rable to the .snow-halliiig ellect creah^d 
by llu; shortage of a key commothh 
like oil. 

If the Ol^EC nations realise this vul¬ 
nerability ot industrial poweis and their 
governments have the polilual stamina 
to stand linn on llu ii ilcinands, theie is 
very little that the industiiai nations 
can do Init give in to the lonnej’s (‘e- 
lUfUids. It the oil piodiu'ing c'oiuiliics 
succeed, they will liave stinck an nn- 
t)oitant blow in gaining inajoi econo¬ 
mic benefits lor the pooiei countries 
and in showing the nth ('onnlii<‘s that 
the latter cannot go on living alllnent- 
ly at llie i.\pen.se (A the ptxiier nalicjiis. 

The Hijack 

Political Responses 

IF proof was nccd<;d ot how' the com¬ 
pulsions of internal j)ohtics ititlutMice re¬ 
lations between India and fakislan, it 
is iJrovidctI by the it\actioiis in the two 
countries to th<* hijacking ot the Indian 
Airlines’ plane to Laliore airpoit on 
Januaiy 30. Jlijackings, hki* moon- 
flights, are old hat now. What has ge¬ 
nerated most ol the exeitemeiit is the 
suggestion of the Pakistani (iovcinment’s 
complicity in the episotle, Wliile then* 
may be something in the unofficial re¬ 
ports that the two hijackeis had been 
prepared foi their ta.sk at tiaining cen¬ 
tres in Pakistan or in the so-ealltnl 
Azad Kashmir nin with the Pakistani 
Governnu'nt’s suppoit, it is not iinm<‘- 
diately clear what the latter hoped to 
gain from the timing ot the hijacking. 
l])i(l it want to (nieer the pitch for the 
ruling party in India in the coining 
elections to Parliament? Or did it ex¬ 
pect that the chain leaction set off by 
the hijacking would make it possible to 
postpone the return to civilian rule in 
Pakistan itself? Any answers to such 
Questions must he in the nature of con¬ 
jectures, hut on the whole President 
Yahya Khan has given no indication 
tliat he wants to go back on his pro¬ 
mise to restore democratic rule in Pak¬ 


istan once an accciptable constitution i.s 
liaincd. 

It bus also been suggested, including 
officially by the Government of India, 
that the Pakistani Government could 
have, had it wished, xirevented the 
hijackers from blowing up the plane. 
This charge certainly has some force;. 
However, had the x)lane not In'cn 
blown up, th<; Pakistani authorities 
would have fac<*d the prohlein of di.s- 
j)osing it off. India would naturally have 
(Icinanded its return and Pakistan would 
have loimd it difficult to find grounds 
lor lefnsing the demand. But had the 
jilanc been leturned, it would have been 
used by ixjlitieal elements in West Pak¬ 
istan to raise the cry that the Govern- 
ineut had allowed itself to be linllied 
by India — a piosj^ect W'hich evidently 
persiiaded the Pakistani Government 
that it would be best not to interfeiv 
with tht‘ hij.ickeis’ plans to destroy the 
plane. 

On (In- Indian sicUSt v tlierc is not the 
slightest doubt that the pioximity ot 
tile elections ha.s ei.nitributed much to 
the violence ol the popular reaction to 
tJu* episode. Political parties, the Jan 
.Sangh especially, li.ivc clutched at it as 
.1 h<*aven-sent piopaganda plank for their 
election campaign. The violent demons- 
tiatinns Ix'foie the Pakistani High Com¬ 
mission in New I>*Ihi which went on 
tor days were clearly politic.illy moti¬ 
vated. 

UiiloitunateK, the Government’s own 
ji‘sponse has not l)i'eu helpful, either. 
Initially, it seeinc'd that its reaction w'as 
going to lx; moderate and measured. 
Blit evidently the efforts ol the Jan 
Sangh and otUi'i* political paities to 
make tin's into an ('lection issiu' persuad¬ 
ed the (JovernnK'nt that it w'as cal It'd 
upon to hike a tougher line. Ultimately 
it has ended up hy taking the xiosition 
that the han on Pakistani aircraft over- 
fixing Indian territory will not be lifted 
iinles.s Pakistan agrees to the t'xtradition 
of the two hijackers. This cleaily puts 
the Pakistani Ciovernmeiit in a spot. 
k>iiil(^ apait from tlie question of its 
commitment to the so-called liberation 
movt'ment in Kashmir, internal iioliti- 
caJ considerations make it well-nigli 
impossible for it to hand over the hijack¬ 
ers to India. The result is an knpassc in 
Indo-Pakistani relab'ons at a time when 
there w^as every prospect of an improve¬ 
ment in then). But more imxiortant 
fierhaps, the official moves on both 
sides have strengthened the hands of 
the very elements that both Govem- 
ments should have wanted to curb. 


Coup in Uganda 

Stepping BacKwards 7 

THE coup against Obote took place 
when he was in Singapore — just as 
Nknnnali was overthrown w'heri he was 
in Peking. The coup has di.sturbed the 
stabilitv and tranquillity — comparati¬ 
vely .speaking — of the i>olitical sys- 
It ms in East .Africa. Till Obote's over- 
tin ow, all the fi'adeis of govenimcrit in 
East Afiiea xxt're those who suci^eeded 
to j)oW'er on independence. Of the 
thice Presidents in East Africa, Olx)te 
has Ix'cn the least .secure, and has 
nev('r quilt; suert^eded in establishing 
liiinself as more than a factional leader. 
This is in sharp contiast to the 
lions ol Nyeiert; and Kcnyatta, 

Ol Kite’s position as factional leader 
was largely the icsnlt of the political 
siln.ition in Uganda. Theje, more than 
,inywh(ac. else in East Africa, was the 
(.lash between tiaditional and modem 
valni s, betvxec n national and paiocliial 
si'ntiinenls, betwc('n leiulalism and 
egalitarianism. It was uiiloitnnate 
for Uganda and Obote tliat the tradi¬ 
tional, feudal and parochial had such 
deep and stiong loots. Represented 
snpicmely liy the Baganda and their 
Kaliaka, these eleinc'iits had Ix'aai ac- 
eoufi'd special piivilcgcs under the Bii- 
li.sh administration. They managed to 
securt' an <;ntronched position for tlu'in- 
selves at independence wlien the consti¬ 
tution was an mu'asy compromise between 
the forciis of modernisation and feudal¬ 
ism. The constitution was a federal one, 
in which the feudal kingdoms with 
their rituals and ceremonies W’cre pre- 
siM'ved, as well as some of their iwiwers. 
Obotf; r('pii‘S('ntcd tiie modem sector in 
Uganda’s life; unfoitunatcly to many he 
also represented the north as oi)X)osed 
to th{* Baganda .south. So the battle was 
joined early between Obote and the Ka- 
biika. But again not (;arly enough for 
Obot<* to avoid the charges of cynicism 
and hyj){)crisy. Obote’s ascent to power 
xvas accomplished through an alliance 
with the Kabaka’s party, the Kabaka 
Yckka, and many of the concessions to 
feudalism in the indt'pendence consti¬ 
tution wen; wrung, by Obottt, out of his 
Uganda People’s Congress in coalition 
with the Kabaka Yekka. 

But Obote had visions of an egalita¬ 
rian Uganda, and his alliance with the 
Kabaka was a tactical move to consoli-. 
date the power of the UPC. Jt is cer¬ 
tainly true that Obote gradually reduc¬ 
ed the federal elements, and the very 
appointment of the Kabaka as the first 
President of a ^nHmonarcfiicalr 
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publican’ sovereign state of Uganda — 
only one of the many legal and consti¬ 
tutional peculiarities produced by tlic? 
mixture of political forces in Uganda — 
was scJcn as reducing the importance ol 
kingdoms by shifting the focal ixnnt lor 
modernisers and feudalists, alike, to the 
centre. And, for a time, it appeared 
that Obotc had scored an astute victory. 

Rut the im)V(i l)ackfircd; it was not to 
lie expected that the Kabaka would 
tami’ly accept his nominal r()l(\ Ohote 
moved, in 1966, to ovi'Tthrow the 
Ka})aka; his t*\cus(^ was that the 
Kabaka Inul been tiying to enlist fh(' 
suppoit and help of foreign powers to 
overthrow Ins own legime. ft is per¬ 
haps charactenstie of the image ol 
0!)Ote that many lemaincd sceptical, 
while most coneoded that it was a 
‘biilUant’ move. 

That Obotc was abU* to ov(‘rthiow 
the Kab.ika was due to the support 
of tlx* army. Th(‘ h<‘ad of the army 
was Misjicrf, so Obotc detained him, 
and gave the command of the aimy to 
his ow’n supporter — Idi Amin. It was 
Amin, moie than anyone else, who en¬ 
sured that Obotc remair-ed iii power. 
Rut by inviting the inte.rvention of th(‘ 
army, Obnt<' was to introduce a new’ ele- 
incait ill lire political system of tlu^ coun- 
tiv — the militaiy. In his rise to and 
]<*tenliou ol power, Obote liad aliniat- 
ed too many [)oweiliil intenssts and 
groups, anrl coiiUl no Irrnger fall back 
on publie opinion alone lor tlie ncces- 
saiy .su])i)()it for bis legiine. So the 
uulitaiy becanu* essential to bis systian. 
and th(j military threatened to beconx* 
a law unto itself. It boat up and haias- 
sed (ivilians with imf)unit\'. 

Obote tiled to stem this lawlessness, 
but cleaily this was bevond him. He 
lias now aenised Amin ol theft, em¬ 
bezzlement and eorniptioii generally, 
and inileed stated that on the eve of 
bis departure for Snigapoic -‘be had 
asked Aniin to prodneo a written expla¬ 
nation of the various chaiges against 
Amin. It was to escape from the exi>o- 
sure and bis just fate, as ’.veil as to 
avoid the trial of certain persons ac¬ 
cused ol the murder of the Deputy 
Commander of the Army — a supporter 
of Obote's — some nine', months ago 
(for that W'Oulcl di.sclose the comi)licit> 
of Amin), tliat x^nnn look the opportu¬ 
nity of Oboti?’s ubsemee to ov(irthrow 
the government. 

The truth of the matter has Ik*- 
''coine difliciilt to tel). The newspapers 
In Kenya and Tanzania carry widely 
different stories. What is mOre clear is 
Obote’s . record. He was a moderniser 
oftd, in the last year or so, had moved 


(juite definitely in a radical direction. 
He had been influenced by Nyerere. 
Obote's Common Man’s Charter, and his 
Nakivuho reforms of May 1970 owed 
much to the policies and practices hi 
I'an/.ania. In a largely feudalistic or 
freshly capitalistic oriented Uganda, this 
''(.ivcd merely to make him more ene¬ 
mies, .some of the strongest of them 
being in his own Cabinet. It was clear 
that, after ycuis of indecisiveness, Obot<* 
had opted for a Leftist position. 

Obot(*’s oveithrow has been received 
with dismay in the progie.ssive govern¬ 
ments in Afiica — Tanzania, Sudan, 
Zambia, Cuiinea. A conceited plan has 
been mounted tn deny Amin recogni¬ 
tion; and so lai tew Afiican countiics 
liav<; recognised his icgimt!. Ktmya’s po¬ 
sition is hnpoitaiit, — and interesting 
— both because it is a member ol 
the East Afiican Community and lx‘- 
cansc it is tonsidered a ‘modervitc’, so 
that it can be expected to influence 
other Afiican slates. While the news- 
papcis in Kenva have tak('n a pro-coiij) 
position, the government has nuiintaincd 
total silence. Pit‘sident K<‘nyatta has 
bofMi awav on the coast on a working 
holiilay. w'heic. Olxite flew foi .i 
lew' houis to confer wath him. In 
Tanzania, on tlu' other hand, there have 
bed'll massive dianonstiations against 
Amin, in the wake of the government's 
position ol strong support for Obotc, 
who is cnnenllv staying in Dar-^‘s- 
Salaam. Nyerere has gone on r<‘cord 
as saying that the new regime is com- 
ixised of “mnrtlerers and traitors” and 
dial ho w^onld not sit dowTi with them 
at a table. This stand has great signi- 
ficaiKc for the future of the East Afri¬ 
can Community, under which the 
bc.ids of governments of Kenya, Uganda 
and Tanzania form the Authority — 
the supremo organ, without whose 
-mooth functioning thi; operations ol 
the Community must eventually grind 
to a halt. 

Tanzania, always a strong champion 
of the Cfiniinunity, is aware of the 
threat to the Community implicit in its 
stand on the coup. Perhaps it is hop¬ 
ing to save the Community and all that 
Obote stood for, by “continentalising” 
the issue, and has mounted a well cri- 
ordiiidled plan to deny Amin recogni¬ 
tion anywhere in Africa. The next sum¬ 
mit meeting of the OAU was to be held 
in Kampala in June, and much diplo¬ 
matic activity over ihti next few months 
will, no doubt, be expended by the pro¬ 
tagonists of the coup to ensure that 
Kampala hosts the summit, while its 
opponents will try to ensure that It 
does not. 


6 , 

Vietnam War 

After Cambodia, Laos 

AMERICAN troops invaded Cambodia 
in May last year. The excuse offered V 
was that the Victcong were using parts > 
of CaiiilK)dia ad]ofiiing South Vietnam 
as a sanctuaiy for building up stock*? - 
piles ol anus and provisions. Accord- 
ingly, as the op<i>‘tdion ixoceeded, re-? 
ports were regularly put out of arms ; 
dumps imearthed, though the Vietcong’s \ 
laige field head(juartors which were also 
suppi3sed to he in these areas werj^, 
never disewered. Once tlie principle of 
(•allying tlx’ w^ai in Vietnam into ad* 
joining cimiitrics w.is thus accepted. It'" 
was only a (picstioii of lime before the 
.Ahum lean military authorities applied 
I he same logic to Liios w'here, unlike in 
(aimiKxlia, a civil war had been in any 
case going on. After an uneasy waitinj^ 
period of a few' inonllis, the expected 
invasion of Laos by .American and 
South Vietnamese troops is now defini- 
‘tely on the way. As with Cambodia, 
it will be .suggested that the operation 
IS intended oriiy to achieve certain 
liinitod inilitaiy objectives intimately 
(oiinech’d with the Vietnam war, but. 

I lie ('ffect will be to diaw Laos, like 
Cambodia, into the war for good. In 
the cas<i of Laos, though, this will be 
a less dramatic development than it was 
foi Cambodia since the Americans have 
been for years bombing Laos, esixicial- 
ly the so-called Ho Chi Minh trail. What 
is new is the induction of South Viet¬ 
namese troops into Laos. 

There are two aspects i^f this deve¬ 
lopment which need to be noted. The 
extension of its involvement beyond tlie 
borders of it.s own coimtiy, may be ft 
calculated attempt to impait a certain 
elan to the South Vic^tnamese army. It 
is not just foolhardiness which has led 
I he rulers of South Viehiam to be such 
cntliusiaslic .supporters of intervention in 
Cambodia and Laos. Apart from the 
l)s> chological boost from being able to 
bleak out of their embattled cxmntry, 
the excursions into Cambodia and Laoji 
ofl^er new opportunities for loot and 
plunder to President Thieu’s essentially 
mercenary tro<;ps. In Cambodia these 
opportunities have been already amply 
exploited. And, for the South Vietnam* 
ese regime, tlierc is perhaps some politt* 
cal capital to be made from dianglng 
the countr\''s image from that of one 
about to collap.se under the weight of a 
civil war to one flighting to defend tiie 
freedom of people beyond Jta borders. 
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FdbiU^ ®, IStl' 

^ How long these riuicnlous postures can 
be maintained will dep^d on how the 
-war goes in South Vietnam and how 
long the Thieu-Ky regime will be able, 
even with massive American support, t^j 
sustain its foreign adventures. 

The second aspect to note is that, 
under the guise of withdrawing from 
South Vietnam, what (he Aim*ricans havt‘ 
Iwien doing is to change the nature of 
the war there and of their o\vn role in 
it. What had led opinion in the US to 
turn against the war was mainly the 
sharp rise in the inmiber oi American 
casualties which \\as the result ot the 
American military anthorilies’ ileeision 
to carry much of the bnuliMi oi diieet 
combat. These tactics aie now being 
changed. The policy ot ‘Vietnarnisation' is 
essentially meant to get the South Viet¬ 
namese to do all or most of the ground 

BUSINESS 


Small vs flig, 

THE Study Croup ai^pointed by the' 
Mini-stry of retiol(--uni and Chemicals 
to suggest lneas^lr(^s to (‘iiconragc small- 
scale units in the pharmaceutical indus¬ 
try has come up with a mixed bag of 
recommendations. It has rejeeUd tlic 
demand that any category ot loumil.i- 
tions now in production should be le 
served for the small-scale sector exclu¬ 
sively. This applies presumably also to 
expansion of capacity for production ot 
any of the existing items. The Group 
has .suggested that lajge and inecliiim 
finns and such small-scale firms as arc 
owned or controlled by foreign 
rests should not urdinaiil> be pennittcd 
to produce any new fonnulation that 
can be produced by small-scale units. 
This ret'ommendation is, however, giia- 
lified by the proviso that it will not ap¬ 
ply to new drugs or to ioitnulations 
which improve the therapeutic proper¬ 
ties of an existing drug or to formula¬ 
tions based on basic drugs manufac¬ 
tured by the unit in question. On the 
whole, therefore, the exceptions are 
broad enough to minimise the value oi 
the reservation of capacity from the 
ix)int of view of small-scale units. 

On the other hand, the Study Chonp 
has suggested measures to encourage 
smcdl-scale units by assuring them sup¬ 
plies of bulk drugs and other raw mate¬ 
rials both indigenously produced and 
imported, and by helping them to set 
up testing and research facilities. The 
Group has also recommended that, 


fighting with massive American arma¬ 
ment, particularly air force, support. We 
arc thus getting hack to the old policy 
ol getting Asians to fight Asians. This 
is a foim of war which the Americans 
can kc'c^p going for a long time — pro- 
vidc'd the South Vietnamese army does 
not fold uji. 

If this is the direction in which the 
Vietnam war is headed, then two con¬ 
clusions suggest thcmiselvcs. First, it is 
not at all unlikely that the? Americans 
may soon decide to resume bombing the 
Noith. To .soften the reaction in the 
US and eLsewherc, the resumption of 
bom])ing may bt^ timed to coincide with 
th(‘ withdrawal ot a .seemingly large? 
chunk of American ground troops. Se¬ 
cond, the Nixon administration is likely 
to take the peace talks in Paris even 
li'ss seriously than it has done so far. 


Not the Issue 

other things being equal, Govc^rmncnl 
should give pielcieiice to small-.scale 
firms ill making Imlk imrehascs for gov¬ 
ernment hospitals, etc. 

While the lull report ot thc^ Study 
Croup is not available, the Inroad trend 
of its rcconiinendatjoii''’, as indicated by 
newspaper lepoits, is on the correct 
lines, Tlie Cioiij) has done the light 
thing in viilually iejecting the demand 
ior reserving any pioducts for mamifac- 
tuic' only in the small-scale .sector or 
lor putting a limit on the capacity ot 
large-scale units. There is certainly 
need to c‘nconragc cuiiiiietition in the 
pharmaceutical industry and, to that 
c‘nd, the growth ot new units is entire¬ 
ly to be welcomed. But a i>olicy ol 
protecting small units by lesci'ving ca¬ 
pacity tor thcaii will not only not make 
tor more competition but will in fact 
have the opposite effect. Small units 
will have lost in that case much of the 
incentive that they now have lor re¬ 
ducing prices, ensuring quality and im¬ 
proving their marketing effort. The po¬ 
licy best calculated to achieve these 
objectives for the industry a.s a whole 
would be one of allowing free expan¬ 
sion of capacity by both the large and 
small units. The Study Croup has sug¬ 
gested measures for meeting the small 
units' requirements of bulk drugs, but 
steps also need to be taken to ensure 
that the overall supply of these drugs 
— produced mostly by^ the large units 
or imported — does not becointE? a li¬ 


miting factor on the output and avail¬ 
ability of formulations. 

IRCI 

Timid Dynamism 


A Correspondent writes: 

THE Indusbial Reconstruction Corpora¬ 
tion will, it appears, come into being 
shortly — after an uncomfortably long 
gestation perifid. The idea is boiT(fw- 
ed from the UK, but it is being adopt¬ 
ed at a time when the Conservative 
Covcrninent in UK has clone away with 
the British counterpart of it. 

The IRCI is to have its headquarters 
in Calcutta, and, though it will have an 
all-India charter, is intended initially to 
rehabilitate industry in the eastern re¬ 
gion. West Bengal docs not have a 
single major financial institution with its 
headquarters in the State, despite all 
the pressure exerted to have the State 
Bank and Life Insurance Corporation 
located there. This has been galling for 
a State which was tlie home of both 
British capital in India and the enghi- 
ceiing industry. The dissatisfaction has 
more tangible reasons as well — unless 
a financial institution is in close touch 
with the; pinblejns of the State, it is 
hardly likely to tackle them vigorously. 

Hut doubts about the efficacy of IRCI 
must remain. Fiistly, it is to start with 
I airly small re.sourccs — a share capi¬ 
tal of Rs 10 ciorcs. It is expected that 
it would co-ordinate the flow of rc.sour- 
ccs from other financial iiistitutioiis, par¬ 
ticularly IDBI and LIC. But where risk 
capital and unorthodox financing are re- 
(luiiecl — and the existing entrepre- 
iienis’ capacity and/or comniitmoiit are 
suspect — it would be futile to expect 
to t>ersuade trailitional financing institu¬ 
tions to come in on the scab* requiied 
and within the time available. Wlicn 
a devolopiTiont bank was thought up 
first by T T Krishnamachari, he had 
visions of an institution dealing in tens 
of crorcs of rupees. What one sees in 
the IRCI is some bureaucrats* vision of 
rehabilitation. 

Secondly, the IRCI is to be a subsi¬ 
diary of IDBI and one must be con- 
cenied about the direction of its mana¬ 
gement. The past four years have shown 
that the IDBI. de.spitc an unlimited 
charter and the promise of large re¬ 
source's, has settled down to a comfort¬ 
able low-level bureaucratic existence. It 
has haidly influenced the course of ib- 
du.strial investment in the economy. It 
seems too mych to expect it now to 
drive IRCI to take risks (could it bpt 
h^ve, done It asks IRCI to 
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do?). Therefore* fo be effective* IRCI 
will have to free itself of its parent as 
early as possible. * 

Tyres 

Not a Multiplication Sum 


A Correspondent writes: 

GOVERNMENT’S licensing policy is 
getting curiouser and curiouser. Auto¬ 
motive tyres, which have been so much 
in the news recently, are a case in point. 
The total licensed capacity of the eight 
factories producing automotive tyres is 
4.9 million. Letters of Intent for an 
additional capacity of 700,000 tyres 
have been issued by Government. When 
this additional capacity is installed 
along with the balance of exivsting licen¬ 
sed capacity, the total installed capacity 
will be 5.6 million. All of this capacity 
is, however, unlikely to be available 
until 1^974-75. And, as recent experi¬ 
ence shows (in 1970 alone, the four- 
month strike at the Ceat factory and go 
slows and labour problems at Inchek, 
MRF and Goodyear factories resulted 
in production losses of ovrr 2.5 lakh 
tyres), production may not fully come 
up to installed capacity. In fact, the 
tyre industry has never produced at 
more than 90 per cent of its installed 
capacity. Therefore, at most s<xne 5 
Tiiillion tyres may be produced in 1973- 
74 on the basis of the then existing 
licensed capacity. 

It is officially estimated that the de¬ 
mand for automotive tyres will grow to 
7.5 million by 1973-74; so there is a 
gap of 2.5 million between a realistic 
production estimate and the likely de¬ 
mand. In order to bridge this gap, the 
Government is reported to have recently 
sanctioned nine proposals from new 
entrepreneurs for 300,000 tyres each. 
Tliesc prospective manufacturers are 
five State Industrial Development Cor¬ 
poration (of Punjab, Gujarat, Andhra 
Pradesh, Tamil Nadu and Orissa) and 
four private parties. 

Taking a practical view, it woidd be 
suiprising if any of this capacity of 2.7 
million granted to the nine aspiring tyre 
manufacturers will be installed by 1973- 
74. For one thing, automotive tyre 
manufacture is highly capital intensive; 
for another, it is technology based. Even 
if the finance is ayailable, technical 
knowhow does not exist outside the 
existing units. This means that each 
of the nine new aspirants wilt have 
to negotiate with different tyre compa¬ 
nies in foreign countries for the know¬ 
how. And what is more, the terms of 
foreign collaboration and the foreign ex¬ 


change requirements for plant and ma¬ 
chinery will have to be settled to the 
satisfaction of the Government. This 
process alone con take four to five 
years. This is presumably the reason 
why the Government’s earlier efforts to 
encourage new manufacturers failed. It 
will be recalled that in 1962-63, the 
Government had issued Letters of In¬ 
tent to a number of new aspirants (to 
the exclusion of the eight existing units) 
for a total of 1.26 million automotive 
tyres. None of this was ever converted 
into licensed capacity, let alone installed 
capacity; as such, the Government had 
to revoke the Letters of Intent after 
some years. The acute shortage of tyres 
that developed in the mid-sixties was a 
direct result of this unrealistic L'ceiising 
policy. It may occur again. 

The Government’s concern to prevent 
trends towards monopoly and restrictive 
trade practices is understandable. But 
with as many as eight factories already 
operating, is the fear of monopoly real¬ 
istic? Also, there is no country in the 
world which has so many factories with 
such a small total production (4 million 
tyres). In France, for instance, seven 
tactories produce over 30 million tyres. 
Is it, therefore, necessary to have 17 
units (the eight existing ones plus the 
new ones) producing a total of 8.3 mil¬ 
lion tyres in the mid-1970s. 

The eight existing tyre manufacturers 
— and none of them is really large by 
international standards — have the land, 
the building, the technical personnel and 
knowhow to implement additional ca¬ 
pacity quickly. By denying them the 
opportunity to expand* official policy 
may ultimately adversely affect the pro¬ 
duction of a product which is of vital 
importance for the smooth functioning 
and growth of road transport, agriculture, 
industry, defence and export. 

Sugar 

Case for Exise Cut? 


FOUR months of the current sugar sea¬ 
son are over. Figures of production, 
consumption and stocks for the first 
quarter, recently released by the Indian 
Sugar Mills Association (ISMA), show 
that production was slightly over 9.50 
lakh tonnes, offtake including export 
exceeded 10.50 lakh tonnes and stocks 
on December 31, 1970 stood at 19.65 
lakh tonnes. 

The months of peak production are 
January, February and March. In Janu¬ 
ary production is likely to be at least 
7 lakh tonnes and offtake being more 
or less stable, stocks will rise. This pro¬ 


cess will go on upto end of May by 
when stocks may be expected to readb. 
their peak. In May 1969 stodeg were 
20 lakh tonnes and in May 1970 31 
lakh tonnes. By May this year stocks 
would be about 32 lakh tonnes. 

The free market sugar price had 
touched Rs 165 per bag in the 1969- 
70 season. But by last month it had 
risen to Rs 181 and the monthly ave¬ 
rage for November and December 1970 
and January 1971 was Rs 178. 

Government has rightly not accepted 
the industry’s demand for an increase 
in prices of levy sugar. There is no 
justification for such a move since in 
many regions free market prices are 
below levy prices and, as the industry 
itself has complained* many States have 
not lifted the levy sugar quotas allotted 
to them. 

The industry has already been allow¬ 
ed easy credit and a longer period for 
disposal of sugar in the free market. As 
a matter of fact, industry has made 
many attempts to hike up free market 
prices by sitting tight on stocks. Such 
efforts have, however, produced only li¬ 
mited and temporary results because, 
with production adding to stocks all the 
time, stocks cannot be held up for ’ a 
long time — unless production is shut 
down. Sooner or later, industry is 
bound to hold up this dire prospect. It 
will be announced that mills have no 
money to pay cane-grow'crs but that, at 
the same time, if they are compelled 
to close down for want of financial ac¬ 
commodation and physical storage 
space, lakhs of cane-growers would suf¬ 
fer and hundreds of thousands of ton¬ 
nes of standing cane would have to be 
burnt with losses amounting to several 
crores of rupees. Faced with such a 
prospect, and with elections so near, 
both Central and State governments may 
yet decide to lock up some Rs 150 
crores of their own funds to hold at 
least 10 lakh tonnes of sugar. 

If the Government is indeed oontem- 
plating locking up large sums of money 
and, in addition, is prepared to bear the 
costs of storage, insurance, management 
and deterioration, it might consider the 
possibility of a reduction in the excise 
duty on both levy and free sugar to 
about 10 per cent. This would mean a 
reduction in the price of levy sugar by 
about Rs 18 and of free sugar by about 
Rs 30 per bag and might give a fillip 
to household as well as industrial con¬ 
sumption. In the world market, sugar 
prices have crossed the ceiling laid down 
by the international sugar agreement and 
the ISA Council is expected to increase 
the export quotas. 
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LETTERS TO EDITOR 


Not a Static Threshold 


1 AM grateful to you for your editorial 
comments on my Presidential Address in 
your issue of January 2, 1971. Some of 
the issues raised by ino are indeed con¬ 
troversial, and differing views are to be 
expected. On one or two points, how¬ 
ever, I should like to seek and offer 
some clarification. 

You state: ‘'Dantwala is today pre- 
l^aicd to let holdings below 3 irrigated 
acres, large as the number of such 
holdings is, go to the wall as being 
unviablc”. I do not think this is what 
I have suggested or even implied. If, 
however, that is the inference which 
emerges from any portion of my Ad¬ 
dress, 1 shall bo glad to modify it. 

I think your statemtmt that “noiKi of 
the land reform since the abolition of 
Zomindari has changed the agrarian 
structure" is too sweeping. In spite of 
the very faulty implementation of these 
refomis, there has been an appreciable 
change in the ownership pattern, espe^ 
cially in States like Maharashtra and 
Gujarat. A leport on an investigation 
cxinducted by the Bombay University 
Department of Kconomics into tenancy 
legislation in Western India will soon 
be published. It may throw some light 
on this issue. 

I do not deny either the existence ol 
'dualism' in the agricultural sector or 
its accentuation in the wake of HYVP. 
Nor do I defend it. What 1 submit is: 
(1) the problem of the non-viable sec¬ 
tor in agriculture cannot be solved by 
land reform. Nonetheless, I am keen 
that any further onslaught on it by 
the affluent farmers should be ‘pre¬ 
vented' through appropriate land re¬ 
forms; (2) the accentuation in 'dualism' 
occurring in the wake of HYVP is due 
primarily to the environmental factors 
such as the existence of large 'dry' re¬ 
gions. To the extent it arises from the 
existing institutional structure, 1 sup¬ 
port programmes which should be 
undertaken by the Small Farmers' 
Development Agency and other agen¬ 
cies; (3) I do, however, maintain that 
HYVP has initiated 'transformation' of 
traditional agriculture. The fact of 
emerging disparities does not disprove 
it, nor is it relevant for judging the 
pbenomenoii* 

Finally, I agree that "whether the 
communist .strategy of reorganisation of 
agrarian stmetura can break through 
the vicious circle of poverty, etc, is 
not .something which can be disposed 


off j.i a single .sentence". But nor can 
it be taken as an established proposi¬ 
tion by a single sentence as Dandckar 
attempts to do (see "Agricultural 
Growth with Social Justice in Over- 
populated Countries", Economic and 
Volitical Weekly, Special Number, July 
1970) and to which I was objecting. 
Also it cannot }>e taken for granted as 
perhaps the Economic and Political 
Weekly is inclined to do. 

M L DANTWAT.A 

Bombay 
January 23 


Approved Dealers 


SOME of the doubts expressed by ‘A 
Reader’ in his comment (January 2, 
1971, p 9) on V V Bhatt's proposal 
for a scheme of Approved Dealers for 
extension of bank credit to fanners and 
small industrialists refer only to a spe¬ 
cial case and are generally valid if the 
Approved Dealer is a novice, put-up 
simply for the occasion. But if the 
Approved Dealer were one of the ex¬ 
pert and experienced houses like Kir- 
loskar, Voltas or Escorts who are already 
in the business with all their pre-sales 
and post-sales services, these fears should 
prove to be baseless. May I .submit 
that these reputed manufactuiing 
houses, like the big banks, possess the 
resources to penetrate into the rural 
interior in a big way, set up service- 
sale stations and screen all credit ap¬ 
plicants technically on merit. For 
banks to set up such a machinery 
themselves seems needless and also, in 
the short run, positively difficult. And 
why multiply agencies in the field? Let 
banks be behind die dealers and let the 
dealers go into the field. And you 
must allow for some competition 
amongst dealers on die field. After all, 
the payments have to be made ultima¬ 
tely to the dealer; why then have the 
farmer first receive the bank credit and 
then pass it on to the dealer? 

R K 

Bombay 
January 28 


^Stable* Repim^ _ 

THE editorial note " 'Stable' Regime” 
(January 9, p 70) was a departure 
from your well argued and sober style 


of writing. First, there is hardly any 
point in indulging in political predic¬ 
tion, particularly in providing a prob¬ 
able time-table for the removal of a 
head of state. Second, only a partial 
and prejudiced view is taken in your 
note of happenings in Iran and the 
information provided is not all accu¬ 
rate. Iran under the Shah has made 
tiemendous progress. The Unesca has 
taken notice of what has been called 
the 'white revolution’ in the field of 
literacy. The progress of health and 
.sanitation services has also been re¬ 
markable. In fact, in these two im¬ 
portant spheres of public services, India 
and many other countries may well 
take a leaf out of Iran's book for their 
benefit. 

There is not a word about these 
achievements in your note. Your refer¬ 
ence to the rate of growth of GNP in 
Iran as fieing next only to that in 
Japan is irrelevant. Most of Iran's GNP 
comes from oil, which involves little 
work on the part of Iranians. In other 
words, GNP which generally indicates 
the level of industrial activity of a 
I>eople, reprcvsents in the case of Iran 
only a book entry. 

Lands in Iran were not "expro¬ 
priated", as yon say^ they were sold to 
the government. Student demonstra¬ 
tions ill Teheran need not be taken to 
be political; and even if they were 
political they must be proved to have 
been directed against the Shah. 

I wish that the note in question had 
not been written in the style that it 
was. Surely, a responsible weekly does 
not go about publicly forecasting the 
fall of the head of a neighbouring 
state. 

S R 'Tikekab 

Bombay 
January 22 


IDBI Lending 

IDBI's oiierations during the half year 
July-December 1970 show a substantial 
increase as compared to the correspond¬ 
ing half year of 1969. Total sanctions 
(gross) ind disbursals botR increased by 
55 per cent eadi to Rs 35.7 crores 
and Rs 31.1 crores, respectively. The 
corresponding figures for the half year 
July-December 1969 were Rs 23.0 crores 
and Rs 20 crores, respectively. The inr' 
creases in the quarter October-Decem- 
ber 1970 were 64 per cent and 50 per 
cent as compared to the corresponding 
quarter of 1969. 
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Keep Them Low 

Nishtar 


THE cotton market has had its first big 
jolt since it commenced its steep climb 
some four months ago. Excepting ex¬ 
portable Bengal Deshi, cotton prices 
have moved down by Rs 250 to Rs 500 
a candy within less than a week, and 
it is most popular varieties like Digvi- 
jay and C02 which have suffered the 
worst. Several factors have contributed 
to la.st week's sharp break in prices, 
and the tightening of the credit screw 
by the Reserve Bank through enhaticed 
margin (40 per cent instead of 

25 per cent) on advances to mills 

against cloth stocks is perhaps the 
least important of them all. Credit 
had been gradually getting scarce and 
costly; mills and the trade could not 
have possibly ignored this factor alto¬ 
gether, especially when prices had 

reached fantastic levels. 

Cotton prices had risen by Rs 1,200 
to Rs 2,000 a candy over the past four 
months (Octoi)er-January). Never be¬ 

fore had they recorded such a steep 
rise. No market can keep rising inde¬ 
finitely. Yet the,exorbitant raw mate¬ 
rial prices alone might not have com¬ 
pelled mills to restrict their purchases U) 
the minimum ii the piecegoods market 
had not shown increasing signs of con¬ 
sumer resistance to higher cloth prices. 
The demand for cotton is derived 
from the demand for cloth. 

Such was the situation obtaining in 
the market when cotton arrivals in Gu¬ 
jarat — the largest cotton producing 
State in the country — started to pick 
up. Precariously perched on the high 
altitude, the market tumbled when it 
was forced to beat a retreat under pres¬ 
sure of arrivals in Gujarat. If one 
could rely on the latest market rei)orts 
that the Gujarat crop is likely to yield 
18 lakh bales — against the earlier es¬ 
timate of 16 lakh bales — cotton prices 
can be expected to continue to display 
an easier tendency for quite some time. 
With the approaching end of the ship¬ 
ment period for the 6.75 lakh bales of 
cx)tton — global and American — al¬ 
ready released, substantial quantities of 
foreign cotton will be arriving before 
April. Of the 1.30 lakh bales of for- 
^gn cotton received since the begm- 
ning pf. the current season (September 
1),^ perhaps not more than 20,000 bales 
are out of the quota released this sea¬ 
son. The quotu had been released 


well in time but mills opted for late 
imports. 

The decline in cotton prices is wel¬ 
come, and should provide the much 
needed relief to the weaker units in the 
industry. Every effort should be made 
to ensure that the decline is not a tem¬ 
porary affair. If textile exports are not 
to be subsidised heavily, it is essential 
that cotton prices be kept on the low 
side. Cotton growers should thrive on 
plenty and not on scarcity — on in¬ 
creased productivity and not on high 
prices. 

Oilseeds 

Under Seasonal Pressure 


THE oilseeds market has developed a 
slightly soft tendency, with oil prices 
declining by Rs 200 to Rs 350 a tonne 
from their January highs. The Reserve 
Bank could take comfort from the fact 
that oil prices have eased after the an¬ 
nouncement of fresh curbs on advances 
against oilseed, including the hitlierto 
exempted cottonseed, and oils and va- 
naspati, though the setback in prices 
might well be just a coincidence. Con¬ 
sidering tlie high levels to which prices 
had been marked up, a fall of Rs 200 
to Rs 350 a tonne is not such as to call 
for any serious comment. Only coconut 
oil prices have registered a sharp fall of 
about Rs 1,400 from the fantastic level 
of a little over Rs 8,000 a tonne under 
seasonal pressure of supplies. 

The minimum margin on advances 
against oilseeds, vegetable oils and va- 
naspati, has been raised from 60 pc^r 
cent to 75 per cent, and a minimum mar¬ 
gin of 25 per cent has been imposed on 
advances against cottonseed granted to 
oil mills and advances against cotton¬ 
seed oil to vanaspati manufacturers. 
Margin on advances to vanaspati ma¬ 
nufacturers against stocks of vegetable 
oils used as raw material has been 
raised by 10 to 15 per cent depending 
on the location of the unit and the size 
of stocks held. These measures are de¬ 
signed to curb not only the capacity of 
the trader to hoard but also that of 
the processing units to hold. Bank 
credit used for hoarding/holding of 
stocks is perhaps not of such large mag¬ 
nitude as to make the market respond 
to occasional variations in its supply. 


And credit curbs cannot be very effec* 
tive when the co-operative sector is ex¬ 
cluded from their purview. But the 
Reserve Bank dare not touch this sec¬ 
tor — not in the present political cli¬ 
mate anyway. But these limitations do 
not make credit curbs any the less de¬ 
sirable. Tighter credit restrictions do 
tend to discourage excessive speculation. 

The easier tendency noticed in the 
market recently is attributable largely 
to optimistic reckoning of rabi crop pros¬ 
pects following the recent beneficial 
rains in Madhya Pradesh and in North 
India's rape and mustardsced growing 
areas. One only hopes that the airrent 
phase will last for quite some time, so 
that the ordinary consumer can get the 
edible oil he needs at reasonable pri¬ 
ces. Seasonal influences should help 
keep prices of coconut oil, mustard- 
seed oil, and linseed oil on the lower 
side for some time. Gastor oil prices 
have continued to hold remarkably 
firm due to sizeable export business in 
castor oil with Russia and scarcity of 
spot supplies. 

Stock Market 

In High Mood ^ 


THE stock market continues to move 
up and down in an indecisive fashion, 
and it looks as though this phase will 
continue for quite some time. After 
moving beyond its December high — 
the highest level for nearly three months 
— the market has staged a quick re¬ 
treat. The main propelling force for the 
earlier upthrust was provided by the 
sustained flow of good corporate news 
by way of bonus issues, improved le- 
sults for 1969-70 and the promise of 
still better performance in the current 
year. 

But the market also seemed to have 
derived considerable cheer from Prime 
Minister Indira Gandhi’s policy pro- 
nouncetnents that her party had no In¬ 
tention of abolishing the institution of 
private property and that the private 
sector will be stimulated to the max¬ 
imum extent possible without allowing 
the emergence of private monojpolies 
and concentration of wealth and eco¬ 
nomic power. It was also proposed to 
simplify regulations and to avoid de¬ 
lays so as to enable the private sector 
to make its legitimate contribution to 
the growth of national income and em¬ 
ployment. The market interpreted these 
pronouncements as indicative of Indira 
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ECbNOMIC ANO POUtidjfti 

Gandhi's retreat from her earlier radi- in Indo-Paldstani relations following the . lisers in most States. From the begin- 

cal posture. In a different mood, it blowing up of the hijacked Indian Air- ning of 1971, the company acquired 

could have easily dismissed these as lines plane in Lahore. the assets of James Smith and Com¬ 
part of election strategy. While the stock market has wound paiiy, a proprietory concern engaged 

But sentiment changed with the shoot- up the week on a rather uneasy note, in the canning of food, to add to the 

ing up of the inter-bank call rate, from prospects of any major decline from range of its own nascent consumer 
8 per cent to a record high of 12 per the current levels are generally dis- products division. The completion of 
cent in a matter of few days. The sud- wmnted. The continued enthusiastic res- erection of the plant of Protein Pro- 
den spurt in the call rate indicated that iwnse to public issues is a clear indica- ducts of India, in which Rallis holds 
the credit squeeze, which had been In- tion of the large volume of investible 14 per cent of the equity capital, was 
itiated with the Bank rate hike from 5 funds seeking an outlet In profitable in- delayed on account of non-availability 
per cent to 6 per cent and the simul- vestment in equities. Despite the im- of stainless steel and “certain defects 
taneous levering up of tlie minimum net provement in the investment climate, and deficiencies brought to light at a 
liquidity ratio, had began to hurt^tlie the supply of shares has failed to keep very late stage". A year ago, J D 
banks. Apart from acute monetar>^ strin- pace with the growth of investible Choksi had indicated that production 
gcncy which had pushed up the ‘Imdla funds. Good shares are in short supply. would commence “shortly”. The fac- 
rates in the stock market, sentiment was Equity prices will, of course, continue tory is now engaged in trial production 
also unsettled by fear of deterioration to fluctuate. of ossein and will take up producHon 

of gelatine in the next few months. TTie 
wholly-owned subsidiary, Ralli Chemi- 

COMPANIES cals, had to keep its plant closed for 

half the year owing to over-supply of 
^ imported phosphatic fertilisers, resulting 

Restricted by Size ^ of rs 20 lakhs. choksi now 

^ assures that the demand and supply 

HanSdvivek position is gradually coming back into 

balance. The engineering division 

VOLT AS has decided to enter, on a industry. Cold storages and silo air maintained production and is poised for 

large scale, the growing market for conditioning for essential food pro- ^'iriher “substantial progress” in the 

consumer products, including consumer ducts, as also freezing storage equip- current and coming years. Sales and 
durables, by using its distribution out- ment for export of fish, etc, were deve- ^oss contribution of the pharmaceuti- 
lets spread all over the country. Gov- loped at a faster rate along with dairy division were higher than last year, 

emmcnt has approved of the company's refrigeration. After a year of “crisis”, profits were lower because of 

collaboration with a firm well known in marked by prolonged staff agitation, statutory limitation on prices and 

the world for design engineering and Voltas staged an impressive rectivery in rising costs. Searle (India), 55 i)er cent 

installation of electrostatic precipitators. the year ended August 1970 which whose capital is owned by Rallis, 

With the assistance from its associate, turned out to be the best since the closed 1969 with a “large operating 

Research-Cottrell of the US, the a^m- company’s inception 16 years ago. underutilisation of its 

pany intends undertaking the work of While sales and services (including factory. There has been an improve¬ 
preventing or reducing air polluh'on in consignment sales) were up 34 per cent ment in 1970, however, and after pro- 
industrial zones. The project engin- at Rs 91.30 crores, with margins viding for full depreciation the com- 
eering division is being equipped to widened, gross profit shot up to Rs Pany may break even. It is likely to 
undertake turn-key assignments incor- 3.26 crores from Rs 96 lakhs. Net attain a profit position from next year, 
poradng systems and design engineer- profit was Rs 116 lakhs (Rs 33 lakhs). some time to wipe out 

ing. This division is expected to play The 15 per cent dividend requiring Rs losses and pay dividends. During 

a vital role in the planning and struc- 65 lakhs was thus very adequately 22nd year to August last, Rallis' 

turing of manufacturing schemes, not covered. The company is proposing to sales were up from Rs 43.11 crores to 
only in the country, but also abroad. issue bonus shares; a similar proposal 46*44 crores and income by way of 

The chairman, R F S Talyarkhan, last year was turned down by govern- commission brought in Rs 16 lahks 

complains that as a 'large' concern, ment on the ground that 30 per cent lakhs. Gross profit 

there are restrictions on expansion of of the average amount of pre-tax pro- looked up from Rs 92 lakhs to Rs 98 

its manufacturing base, as provided in fits for the preceding three years was lalchs, but owing to increased tax-liabl- 

the Monopolies Act and in certain re- not sufficient to ensure a return of 8 profit slipped from Rs 30 lakhs 

cent notifications of government. If per cent on the expanded capital and ^ lakhs, whereas the recom- 

applied too literally, these restrictions that there was no indication that future mended dividends on preference and 
would in fact prevent the company profits would be sufficiently high. equity shares (the latter uni^hanged at 

from obtaining any new industrial 13 per cent) together required Rs 33 

licences since, Talyarkhan says, very RALLIS INDIANS application for pur- lakhs. Net return on total funds cm- 
few, if any, of the proposed ventures chase of 22,356 shares in Rockwell ployed in business worked out at 
would be of the magnitude laid down India at Rs 34 per share has not been barely 2 per cent, 
by government for large concerns or be approved by government and the 

regarded as projects in the core sector, manufacture of JLO engines is being PRECISION BEARINGS INDIA iS^ 
Listing the past year's notable deve- carried on by hiring the facilities of awaiting industrial licence to step Up 
lopments, Talyarkhan says aircondi- the latter company. Rallis has con- capacity to 29 lakh bearings per an- 
Honing and refrigeration broke new eluded an agreement with Coromandel num on a two-shift basis and to under* 
ground, particulariy in the shipbuilding Fertilisers for distribution of its ferti- take production of sfdierical roDes bear- 
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iikolu^d^ & ^ laUs *£& toreii|Eja ex'- 
chani^ .ls proposed be oirriad out 
wholly with internal roMux^ and bor¬ 
rowings. The present Ifoeosed capacity 
is 8 lakh bearings on a sin^e-shtft 
baais> but tb6 company is producing 
about Id iakh pieces on two sUfts. 
During the past two.years ended 
August last, production was. expanded 
by 44 per cent without any increase in 
plant capacity. This was made possible 
through better productivity. Vigorous 
collection drive and revised ' credit 
policy paid dividends despite in¬ 
creased turnover last year not only 
were borrowings reduced to a level 
**much below*' the sanctioned limits 
but surplus funds were transferred to 
fixed deposits which earned a modest 
amount of interest Net sales advance 
ed from Rs 136 lakhs to Rs 198 lakhs 
and, with margins widened, gross pro¬ 
fits expanded from Rs 22 lakhs to Rs 
61 lakhs. After providing for deprecia^ 
tiQfi at a higher rate and after making 
some other adjustments, net profit came 
to Rs 40 lakhs (Rs 12 lakhs), of which 
Rs 29 lakhs were utilised to wipe off 
the balance of loss brought forward 
from the previous year. So far the 
company has remained outside the in¬ 
come tax net because of brought-for- 
ward losses, unabsorbed depreciation, 


development xebato out of 

ftthire profits. \mtr^ year's 

Working is said to be even better than 
last year's. A maiden dividend out of 
the current year's profits Is a distinct 
possibility. 

HINDUSTAN MOTORS could pro¬ 
duce only 1,525 trudes during the year 
ended March 1970; The company's 
annual report attributes the dismally 
low output to the “continued sluggish¬ 
ness of the demand fmr trucks". The 
directors complain that road transport 
business continues to suffer heavily ow¬ 
ing to increasing taxation and high 
maintenance costs on account of bad 
roads. But operating in the same con¬ 
ditions, TELCO was able to sell out 
its entire output of well over 20,(X)0 
trucks. As the biggest producer oi 
cars, IIM produced 22,250 units, 
slightly more than in the previous year, 
but here too it complains diat it “con¬ 
tinues to suffer heavily" on account of 
continuous increase in costs of produc¬ 
tion. 

During 1969-70, turnover edged up 
from Rs 46.69 crores to Rs 48.29 
crores but gross profit shrank from Rs 
4.05 crores to Rs 3.27 crores. After 
depreciation, there was a deficit of Rs 
50 lakhs compared to a suiplus of Rs 


|uis come from reserves; equilty 
button is skipped. During 

company repaid . Rs 3.3T orox^ to): 
AID against loans and tiB SepieiiBltm 
last another Rs 1.83 crores. The AID 
has been approached for resdieduling 
further repayments. 

The company has submitted a pro¬ 
posal for taking up manufacture of a 
new model in collaboration with Adam 
Qpei Akdengesellscfaaft of West Ger¬ 
many, It is claimed that this will not 
only open an export avenue for cars, 
but also develop a big market for the 
supply of components to West ,Ger-^ 
many. HM has already exported auto- 
trobile components to Vaiixfaall, and 
arrangements for supply to other Com¬ 
panies are being made. The order for 
shovel components received from 
Marion Power Shovel of the US is 
under execution and further negotla'^. 
tions are going on for larger orders. 
Construction work of the plant at Tri- 
vellore for manufacturing earth-movkig 
equipment has commenced. The amall 
workshop set up last year made 24 
units of dumpers which were supplied 
to Beas project authorities. Both the 
heavy engineering and the steel foun¬ 
dry divisions showed improvement. Im¬ 
ported machinery for the manufacture 
of cranes and for expansion of the 
steel structural shops has been installed. 


The Week’s Cotnpuies (Rs in lakhs) 



Voltas 


Rallis India 

Precision 

Bearings 

Hindustan Motors 


Latest Year Last Year - 

Latest Year I-»ast Year 

Latest Year Last Year 

Latest Year Last Year 


31-8-70 

31-8-69 

31-8-70 

31-8-89 

31-8-70 

31-8-69 

31-3-70 

31-3-69 

Paid-up capital 


433 

300 

300 

105 

105 

1349 

1640 

Reserves ^ 

416 

344 

142 

138 

11 


1211 

1364 

Borrowings 

1391 

119a 

20ff 

1068 

928 

95 

132 

3345 

3000 

of which Term borrowhigs 
Gross fixed assets 

200 

100 


88 

111 

1998 

2051 

817 

763 

290 

280 

168 

168 

0754 

6145 

Net fixed assets 

489 

508 

166 

168 

108 

122 

4471 

4239 

Investments 

115 

101 

136 

119 

— 

_ 

45 

45 

Cunrent liabilities 

2117 

1831 

457 

431 

50 

34 

1026 

865 

Current assets 

3195 

2811 

, 1532 

1378 

89 

77 

2415 

2294 

^ St€>^ 

1402 

1401 

293 

253 

5 

5 

133 

138 

Book debts 

558 

379 

79 

71 

31 

40 

302 

222 

Net sales 

9130 

6827 

4644 

4311 

198 

136 

4809 

4660 

Other income 

13 

14 

114 

103 

4 

5 

64 


Raw material costs 

7974 

6015 

3802 

3539 

56 

38 

2429 

2280 

Wages 

569 

467 

299 

277 

23 

19 

665 

551 

Interelt 

105 

105 

91 

89 

7 

11 

231 

230 

Gross profit(4')/Ioro(—) 

311 

67 

100 

96 

61 

22 

421 

483 

Depredation provision 

53 

56 

15 

15 

14 

10 

377 

360 

iTox provision 

156 

7 

51 

41 


— 

— 

... 

Net 

Devdopment rebate provisfon 

102 

2 

4 

3 

34 

2 

40 

1 

47 

12 

44 

123 

Tiaasfer to reserves 

Dividend 

100 

3 

36 

38 

a 


45 

102 

Amount 

65 

30 

29 

29 


— 


-Rate fper emilE) 

^oCdver (times) ^ 

15 

1.S7 

7 

13 

1.17 

13 

1.38 

— 


1 

10 

1J20 











^.45 

0.U5 

2.15 

2.22 

cfu.m 


0.YD 

AU.0O 


a2o 

2J25 

2.92 

22.00 

5.06 

0.74 

ZIS 


20iSl 

6.30 

5.87 

248 

3.67 

2.76 

2.98 




HPG tinted glass 


HPG tinted glass is a 
good idea to brighten 
the home. Ideal for 
any space that needs 
screening off or 
partitioning. See for 
yourself the resulting 
transformation. A must 
for brighter and cheerful 


drawing rooms or offices 
or hotel receptions. 

Available in three 
distinguished colours— 
Blue. Amber and Green 
with various patterns. 

Write for the illustrated 
HPG catalogue to-day. 


India's finest glass — 
equal to world's best. 

HINDUSTHAN-PILKINGTON 
GLASS WORKS LIMITED 

4, Chiitaranjan Avenue, Catcutta^>‘9. 

Regional Sales offices at : 

New Delhi 

A 3/15. Aeaf Ali Road. New Delhi-1. 

Bombay 

Himalaya House. Palton Rood, Bombay-I. 
Madras 

92/96, Devaraja Mudali Street. 

Park Town. Madras-3. 
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The Block within the Landslide 

Romesh Thapar 


WE had better put our heads together 
aud find some way of ‘de-linking’ (favou* 
rite word these days I) the perks, privi¬ 
leges and patronage now closely asso¬ 
ciated with the profession of politicians. 
If we don’t do this, a host of operators 
and fixers will misuse the ’infra-slnic- 
ture’ which has been built up for 'the 
leaders* — wretched drop-outs from 
normal activity who find a natural haven 
in our pcjlitics. This is becoming very 
apparent in the kind of creatures who 
are aspiring to the status of MP. 

As the lists of candidates arc pub¬ 
lished })y each i)arty, the sad thought 
ciystalliscd that polities in India has 
been rcfluced to such a humiliating 
game of stooging and inanipnlating that 
the best talent in the countr>' continues 
to shun this vital activity. The kind of 
men and women who are coming for¬ 
ward under Uie patronage of cnief minis- 
te'jTs and party bosses are a strain on po¬ 
litical stability. Defection is in-built into 
('ach opportunist candidate. 

OrEN FOR Some 

What is happening in the ruling Gon- 
gres.s is a solid pointer to what w^e must 
get accustomed to 'Sitting members* 
will be given tickets again, unless of 
couise they have proved non-conform¬ 
ist or disobedient; indeed, those who 
worked for Indira Gandhi against Gha- 
van duiing the critical Giri presidential 
election have been 'forgotten*. Promi¬ 
nent defectionists from the Congress(O) 
get a ticket even as they announce their 
walk-over; after all, this ensures a con¬ 
tinuing erosion of the Congress(O). 
Indira Gandhi is described as 'the dic¬ 
tator’ by the politically illiterate elite of 
Bombay city, but she is dictated to by 
every chief minister who flaunts his 
loyalty to her; even a Parmar in Hima¬ 
chal Pradesh or a Sadiij in Kashmir can 
cock a snook at the Lady in 1, Safdar 
Jang Road, and she has to lump it. 

And when the allotments begin in 
States not ruled by the ruling Congress 
party, a multitude of moves takes place 
behind the scenes to ensure candidates 
loyal to this or that leader; loyalty to 
'-persons is like a kind of bet at the race 
coSrse and makes heroes out of big 
goondas and little goondas, the relevant 
goondas having fallen by the wayside 
becauio they were too assertive of their 
independence. Little else comes through 


the exercise — Indira Gandhi’s ‘auto¬ 
cratic power’ and ‘communist predilec¬ 
tions’ notwithstanding! 

The exlraordinaiy fact remains that 
no lesson is learned from the experience 
of Bengal and of Kerala — and of the 
Maniram constituency in UP for that 
matter. Tlie new face, the new spiiit 
ot commitnlent by younger men, the 
clean record arc th(^ exception and not 
the rule. Foui years ago, Indira Gandhi 
used to plead her inability to purgi^ tlie 
candidates on the argument that her 
position was not slioiig enough to pre¬ 
vent horse-tiading and manipulation. 
Now, she reigns over such a situa¬ 
tion. . . 

PorUF^n Response 

Will all this cause the block in the 
landslide^ At this moment of writing, 
it doesn’t look like it. The initiative is 
finnly in Indira Gandhi's hands. Tlu; 

( lection is steadily turning into a battle 
around hei and bei radicalism, this the 
so-called grand alliance has done ioi 
her. And the people are lesponding to 
this radicalism because ihi^y believe slu* 
is the only politician who has the 
gumption to act. Careful ohscivers 
agree the candidates are of small con- 


BUT for the inid-tenn poll, tlic 
deterioration in employee-government 
relations in many of the Stat(^s w'ould 
have received much greater notice. The 
price spiral has caused widespread 
restlessness among Stale govenmieiit 
employees. And after the decision of 
the Central Govenuiient to grant an 
interim increase in dearness allovNance 
to its own employees, th j restlessness 
has been breaking out in active agita¬ 
tion. The State governments have betm 
claiming additional Central assistance to 
meet their employees’ demand for simi¬ 
lar relief. The Centre has firmly re¬ 
jected these requests for additional assis¬ 
tance, forcing State governments to 
take a stiff attitude towarils the de¬ 
mands of their employees. 


sequence in the kind of battle joined. 
Of course, in certain areas the obvious¬ 
ly had selected will reduce the Con¬ 
gress tally. 

The more perceptive are worried by 
the implications the present trends hold 
for the future. The unreliable, starched 
politician, bred in durbar ways, can 
provide the material for new splits and 
polarisations betw©*m leaders like Indira 
Gandhi, Chavan and Jagjivan Ram, and 
between new syndicates crjmposed of 
various combinations of emerging chief 
ministers. It would be idle to pretend 
that politics in continental India can 
proceed without the element of drama¬ 
tic disturbance. But conscious, moti¬ 
vated leadership must aim to reduce 
this drama to the minimum. No such 
sign is visible at the moment. 

Meanwhile, the manife.slt'ies make lit¬ 
tle sense to the wide public. The paper 
on which the.>e appeals and posters have 
to be printed has disappeared into the 
black market. Mass meetings are the 
order of the day. 'lluTe is an undertone 
of cxcihinent, pailiciilarly in urban 
India 

A new phase' of political enlighten¬ 
ment Vias opened. Landslide or no land¬ 
slide, mass expectancy will register a 
new high --a warning for those who 
fonn a goveniinent at the Centre in 
March. . . 

February 1 


The strikes by 35,000 employees of 
the Bihar State Electricity Board, by 
2,500 mechanical engineering staff of 
the Bihar .Slate Road Traiiipoit Cor¬ 
poration, by 22,(KK) employees of the 
liinjab State Eledricily Board and by 
1,75.000 employees ol the Punjab 
Government, all in the* month of Janu¬ 
ary, underline the acute nature of the 
problem, 'rhesc strikes were preceded 
by strikes and agitations by State Gov- 
rviiwrnt employees in Maharashtra, 
Hifiiachal Pradesh. Rajasthan and else¬ 
where. 

Th(?re arc, ol course, some differences 
in the demands of the various groups 
of striking employees. The demands 
of the Bihar electiicity w'orkers con¬ 
cerned the implementation of tlie Elec- 
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ti’jcity Wage Board award with certain 
modifications. The runjab State Elec- 
tiicity Boaid workers wanted interim 
relief on par with what had been 
granted by the C'enfral Government to 
its employees-, 'they weie also protest¬ 
ing against mass victimisation of em¬ 
ployees hy the Boaid lor their partioi- 
Iiation in an earlitM- one-day token 
fitiike. The sei vices of nearly 3,000 
cmplo>'ees had teiininated. 'Hie 

strike b\ the Punjab CoveiniiK'nt em¬ 
ployees was als»j for intejiin relief. The 
mechanical staff ui the Bihar Slate 
Road 'rranspoit CoiIJOiation stuuk 
woik d<‘manding bonus, i:)ejmaneney (if 
seiviee and cash deaiiiess allowance. 

The attitude of the State govfini- 
UKuits in all ibtse cases has Ixvii 
markedly lungh and tlie euiployee.s’ 
agitatifjiis have been met with strong 
disciplinaiy ine.isnies and ofltn with 
police rt'prf'ssion. \ significant featnie 
of the Inindliiig of tliii (Mnployees' aui- 
talions is. that they aiii not treated ns 
industrial disputes at all but as civil 
commotions and dealt with accordingly. 
This is on the paKeui set up by the 
Central (Government itself, ihougb the 
Ontral (Toveininent finds it more pos¬ 
sible to mauocuvic and give at least 
part satisfaction to its employees. The 
State goveinments are evidently unable 
to do as much. The r(;sult is that rela¬ 
tions between the State goveniiiH'nts 
and th(‘ir employees is becoming iii- 
cieasirigly tense. 

Substitute for Refinery 
Agreements 

It is understood that the Union 
Petroleum Ministry has worked out its 
scheme fur goveininent inajoiity paiti- 
cipation in the share capital of the 
three foreign oil companies in the 
country — Bunnah-Shell, Esso and 
Caltex. The details of the Ministiy’s 
proposals are not yet known; in any 
case, the Union Cabinet will not be 
able to consider them, hit alone lake a 
decision on them, till after the mid¬ 
term i)oll is over and a new govern¬ 
ment is in saddle. 

The Ministiy’s proposals, besides en¬ 
visaging majority iwticipation in the 
share capital of the oil .companies 
operating in Imdia, also involve the 
setting up of a national agency for the 
import of the entire cnide oil require¬ 
ments of the country and eliminating 
the oil companies from this lucrative 
biisftless which has been theirs since 
the fifties under the special agreements 
for setting up their refineries. It is not 
yet clear whether the proposed national 


agency for the imi)ort of crude oil 
will be an entirely new one or the 
Indian Oil Corporation, which manages 
refining and maikebng of oil products 
in the public .sector, will be a.sked to 
handle this vvork also, probably, 
through a subsidiary company. 

The idea is that the public sector 
agency for import of cmde oil will 
make arrangements f(jr bulk purchases 
in the world market and the foreign 
oil companies at xnesent operating in 
the c'ountiy, which have been buying 
crude oil from their ‘owu sources’ 
abroad for refining in their refincrit\s’, 
will be free to tender for these sup- 
j)lics on a compijlitive ba.sis. Thc> 
will tlius have the opportunity to i eta in 
the Indian maikct for their supplies 
provided they aie competitive. 

These ideas an* Ihe result of pio- 
longcd exerci.sos in the MinistJy on 
two sets of propo.sals evidved after the 
Ministry had made up its mind tiiat 
action had to be taken to revise the 
special agreements with the oil com¬ 
panies. Though under their terms the 
special agreements are valid till 1080, 
the question of their revisioii has been 
hanging fire since the mid-.sixties. The 
companies themselves have been ob¬ 
liged to concede that it would be dc- 
siiable. to tcrinmalt- the special agree¬ 
ments and operate on a new and mut¬ 
ually more acceptable basis. The 

ASSAM 


frequent tussles between the companies 
and the government, generally over the 
price of cnide imported by the 
companies, of which the latest one 
last year was tlic most acrimonious, 
biought matteis to a head. The pre¬ 
sent pioposals of the I'elrolcum Minis- 
tiy are the outcome. 

The Ministry had been working on 
two sets of proposals. One envisaged 
nationalisation of the oil companies 
The other favoured majority participa¬ 
tion in th(!ir share capital so that there 
would be effective government control 
over the entire petroleum business in 
the couiilj-y without altogether eliminat¬ 
ing the as.sociatioii of the international 
oil eompaines. The foreign companies 
have shoW'cd willingness to accept such 
an arrangement, but with certain im- 
poitaut riders. I’licy have bixin insist¬ 
ing that the arrangement for import of 
L'ludr; oil from theii ‘own .sources' must 
ronthiiK^ 111 some foirii or the othei. It 
IS not cle.ir how fai this dcarnand will 
be iTK't by the aiiangeineiit being pro¬ 
posed lor the impoit of crude oil in the 
Ministry’s sehemo. Hut tlie oil com¬ 
panies liad beiMi giv(*n notice of the 
Ministiy’s iiileiition to tmTniiiato the 
sjjccial It finely agreements and find 
Mihstitnlis for them as lai back as last 
Inly dining ‘picliminaiy' di.scussioiis 
br^wa'cn tla Govcinuirait and the com¬ 
panies. 


Farcical (Confrontation 


THE situation in the reserve forest 
areas of Assam bordering Nagaland is 
far fiom peaceful. The total forest 
area belonging to Assam is 3.20 lakh 
acres, out of which about 45,000 acic.s 
art; said to b(i in illegal posstission of 
the Nagaland administration. The As¬ 
sam leservcs affected arc* Gelcki, Tini 
Hills, Disoi, 33isoi Valley, Kakodonge, 
Duyaiig, Abhyai)ur and the rerenlly 
transferred foiest aieas fnmi Mikii 
Hills comprising Nainbar, Rengma and 
Diphu. 

According to A.ssainesc soiirct's. it is 
not a case of laying peaceful claim 
over a pait of .Assam's tciritury or 
challenging the 1925 Sib.>agai-Naga 
Hills boundaiy notification by reason¬ 
able procedure, but of actually occu¬ 
pying Assam's territoiy' by using armed 
police iKjrsonnel and c*slablishing jhum- 
ming or cultivating rights, over lands. 
The colonising proce.ss involves large- 
scale destiuction of forest tree.s in vio¬ 
lation of the principles of sylvicultural 


practice or fort.stry which u>ually ac¬ 
companies ihnmmmg. 3lie tiee-felling 
fetches Kjyalties l(jr tlie Nagaland gov- 
crnincut. The c<intr:ictors arc interest¬ 
ed in selling the jhuni-ielh’d trees to 
.\ssam tiadeis or to Hiila Woodciaft in 
Marianf, As'^am. The.sc tn;es are sold 
at a lower late than the rate charged 
by the A.ssain finest adiiiinistration bc- 
caus(; of th(' iiRliisinn of a monopoly 
surcharge fioin wliicli the Nagaland 
trees aie lice. ft i*. widely believed 
that the hill aiithoiities are interested 
in piocuriug trees from the Naga con- 
tiactois beeaiis(’ ol their lower rates 
and thus give indnect encoiuageriient 
to them to .supply ihiiin felled trees. 

,\ visit to T^oyaiig Valley, Paniklu‘ti 
and Oisoi Vallc>' leseives convinced 
this coriespondent that the eonfroiita- 
tiun betw een the N \1* (Nagaland Arm¬ 
ed Police) and the APBN (Assam 
JAiIice) in these areas is orninoii.s. In 
Panikheti, the NAP c.siahlished an out¬ 
post between Raidangnri and Panikheti 
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(where two APBN outposts had been 
functioning) as far back as in Decem¬ 
ber 1969. The place is clearly inside 
Assam, according to available maps. 
About the .same Hme, NAP established 
three other outposts in Bekajan (1.0 kni 
inside Assam), Gomariguri (0 km) and 
Bheluguri (1 kin). In January 1970, 
the NAP established another outpost 
15 km inside A.ssuru at N(!\v Sonovval 
in Disoi Valley reserve. It is possible 
that the Nagaland Government wants 
to 01 ‘cupy tlujse tern’tonVs in order tcj 
prove their rights over them. At New 
Sonowal, the NAP has also put up a 
check-post to demand inner-lino per¬ 
mits from passengers. Further up, 
near the Di.soi bridge, the APBN has 
two outiwsts and the Assam forest de¬ 
partment also maintains a check-post. 
The boundary is defined clearly by the 
Disoi river. How long this farce (/f 
confrontation will go on is more than 
one can say at present. 

Nagaland claims that the bourulaiy 
should be redermed, but the Hokiso 
Serna governinont s('cins to bo more’ 
keen on establishing its right ovoi 
lands by use of force. This cannot go 
on for long and skiimislies are bound 
to occur sooner or later. The Assames<‘ 
position is that the Nagaland Govein- 
mciit should evacuate its encroach¬ 
ments; tills would not in any way pre¬ 
judice its claims wh<*n it comes to 
negotiations to settle the lioidcr liet- 
weeti the two States. Nagaland, how¬ 
ever, sc'cnis to I>c inviting violence. 

It is not clear what the Centio is 
going to do to ease the situation. If 
the present tense situation continues, 
then Assam is sure to strike back. Any 
likelihood of a peaceful settlemeni i,f 
the l^undaiy problem or of mutual 
adjustments' is receding day by day. 
The Centre must, therefore, intervene 
to restore the status quo. This alone 
will make possible peaceful negotia¬ 
tions and consideration of Nagalarids 
claims. 

In Panikheti area, the harvesting of 
about 2,000 bighas of lauds has been 
iritorfeicd with or stopiicd. Assam 
claims that the lands definitely belong 
to its peasants. It argues that the 
Nugas ar(! not used to wet cultivation 
and that, there!ore, none of the jiaddy 
fields can belong to them. The form 
of land ownership prevalent in this 
area Is also different from that of Naga¬ 
land. lliere is no communal owmer- 
.ship in the 1 noth ills aR‘a. The desire 
of Naga contractors of lich people to 
possess wi't lands in the plains and 
thus turn themselves into absentee 
landlonls is very recent and has no 


historical or traditional basis. The and Panikheti, the rich Nagas are 

Naga claim is that all lands upto the ploying some Assam peasants as tenants 
railway line belongs to them. to cultivate lands on adhiar basis. 

The boundary forest reserves of It is not known whether the Centre 
Assam hav<^ also been encroached upon is thinking in terms of setting up a 

by land-hungry peasants, mostly boundary commission to consider the 

plains tribals and scheduled castes claims of the Nagaland Government, 

people, for a long time and many of This is likely to be unacceptable to the 

them have reached the boundary tract. Assam Government. According to it, 

As a lesult, some re.sei'ves have had the boimdaiy as laid down in the 1925 

to be de-rcseived for good and settled notification was accepted by Parlia- 

by the encroachers. At the time of my ment when it passed the Act that 

visit, the Kakodonga n\scrvc had been created Nagaland as a separate State, 

oiiened for settlement. H the Naga Linked with the claims over Assam's 
IX'usants so desire, they can also come territory is the general political demand 

and settle themselves as wet agricnltu- of tho Naga political parties for incor- 

rists in the plains. But very few el poiation into Nagaland of all the Naga 

thcMu want to leave their hill vill.igis areas in other parts like Manipur, North’ 
and settle in tho plains. VVliat they Cachar and Mikir Hills and even 
want to do is to iwssess some wet land Biirniu. The State of Nagaland was 
on an individual basis and maintain lormcd on an ethnic basis and, there- 
pioprietory light over it. Peeiiliaily lore, the problem is different from othfir 
enough, in several reserves like Doyang inter-State boundary disputes. 

LUCKNOW 

The Permanence of Delusion 

THINGS do not change in Lucknow. by the BKD. The politics of the Stale 
Even today morning-walkers can wit- have been traditionally controlled by 
ness ]iartiidges being taken out for the Brahmins. The Yadavas, mytholo- 
their daily exercise to train them for gically associated with Lord Krishna, 
skilful play in the weekly matches. A are out to lake their share now via 
famous Hindi novelist spoke of Luck- proportional representation. Their slo- 
now life as centering aroimd two gaii finds an cchtr in the neighbouring 
‘thoughts’. It is this mood and a tra- State of Bihar: ''Rome Hai Pope Ka, 
ditional way of life that dominate the Bihar Hai Gop Ka' (Rome is ruled by 
State and its capital. the Pope, Bihar is ruled by the Gopa, 

Love lor continuity rather than i e, the Yadavas). 

change dominates. It was, therefore, And caste is an important element 
no surprise that the GovtTiior of the everywhere. It is reported that a sec- 

Statc celebrated the golden jubilee of tion of Brahmin teachers went to the 

the Governorship in UP. In the Nawabi State (Brahmin) Education Minister to 

traditiom, he summoned Lucknow Uni- impress on him that if the 20 posts — 

versity professors to read papers on for professors, readers and teachers — 

the occasion. True to tradition, too, sanctioned by the UGC under the 
the professors did not protest; one of Fourth Five-Year Plan are allocated hy 
them even said disanningly: ‘‘What is the present Kayasth Vice-Chancellor of 
common between 1921 and 1970 except Lucknow University, the Brahmins 
the word ‘governor’1” At the same would stand no chance. The State 
time, a professor of political science Government, through a GO thus can* 
argued that the role of a Governor had celled all the posts — on grounds of 

changed from that of an active admi- financial stringency. The Lucknow 

nistrator to that of an umpire — hut University Teachers' Association -^then 

an umpire of a cricket match in which met only to lament the event, 

the captains arc ijerpetually busy (;r- At the same time, on the eve of the 
ganibing and reorganising the teams Parliamontaiy poll, the ^ Governor has 
out of both sides and the ciiptain .some- promulgated the Uttar Pradesh High 

times even walks out of the field with School and Intermediate College (Pay*" 

the mat and the bats. A professor of ment of Salaries of Teachers and Oth^ 
economics described the deepening eco- Employees) Ordinance, 1971, The 
Tiomic stagnation in the State even ordinance visualises that the manage-*^ 
under the Governorship. ment of every institution getthig**nld 

As if such courtly performances were from the State will open a sejiicratie 
not enough, there was an All-India account in a schedulecl bttnki to be 
Yadavas Conference, virtually sponsored operated jointly by a representative of 
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lh« management and the district inspec¬ 
tor of sdiools for the purpose of pay- 
fnent of salaries. It is common know¬ 
ledge that teachers aie paid less than 
the amount mentioned on the receipts 
they sign. So this reform was long 
overdue. And teacliers have often de¬ 
monstrated for it. Its introduction now 
has obvious marks of sectional appoa.se- 
nient. 

The SVD Government has simulta¬ 
neously adopted sectional and regional 
approaches elsewhere to appease vot¬ 
ers. The State is divided into five 
regions: tlie Hill region (8 districts); 
the Western region (18 districts); the 
Central region (9 districts); the Eastern 
region (15 districts); and Bundelkhand 
(4 districts). The State's per capita 
income in 1960-61 was Rs 246 and it 
increased in 1969-70 only to Rs 253. 
Over the last two decades it has re¬ 
gistered u rate of growth of only 2.7 
per cent. Against this long history of 
sluggish growth, talk of backward re¬ 
gions can only be an eye-wash for these 
poorer districts. It may not pacify the 
Hill districts which are demanding a 
Meghalaya type status. Whether they 
get it or not is a matter of political 
pressure. The Eastern region's and 
Bundelkhand’s demand for separation 
is not as serious. There is no dis¬ 
gruntled bourgeoisie in these two re¬ 
gions and no democratic movement 
worth speaking of to pressurise for tlie 
formation of a sub-Stale. Yet in these 
regions the depth and extent of poverty 
is unimaginable for those who have not 
seen this area. Jawaharlal Nehru had 
appointed the Patel Committee to look 
into the regions' special problems — 
following whose recommendations the 
Eastern, the Hill, and the Bundelkhand 
regions have periodic Development 
Conferences. 

Two such conferences for the Eastern 
and Bundelkhand regions were held in 
Ludoiow recently, and the occasion 
was used to rail against the Centre for 
its failure to give financial aid Oi* Cen¬ 
tral projects for the development of 
these regions. The State Government, 
ft was hinted, will do what it can for 
the development of irrigation, agricul¬ 
ture, agro-industrie.s, etc — as if all 
this could be done independently of the 
Fourth Five-Year Plan of the State 
which may be finalised only after the 
planning Commission has approved it. 
V^t the State Government could have 
demo for these backward regions it has 
so far n 9 t bothered to do. There arc 
Be^nd Panning Boards , nor ipe- 
dal nnld in pp State Geoipgieal Swe- 
^ h\^jey (Alt an intendve wwali 


for the hidden wealtli, especially in 
the Hill and Bundelkhand regions. Nor 
has the State made any efiort to act 
in recognition of the fact that for the 
proper development of the Eastem .md 
Bundelkhand regions, a modicum of 
cc)-opcralioii with the adjoining States 
of Bihar and Madhya Pradesh is neces¬ 
sary. 

Sectional, regional and caste aj^peaso- 
meiits have also been given priority by 
the four-party alliance (^f Congress(O), 
Jan Sangh, Swatantra and SSP, with 
the ol)icctivc of defeating Indira Gan- 
dlii's parly in her own home State. 
Yet it is doubtful whether these lead¬ 
ers can achieve even this limited ob¬ 
jective properly. The fact is that eh:c- 
tion ix)litics htivc not yet trickled down 
tn the State's level, as the adjustments 
regarding seats, in both the camps, .are 
being made in Ncav Delhi. 

In the dissolved I.x)k Sabha, seats 
were distributed among the various pai- 
tics as follow's: Congress(R) 43, Con- 
gress(O) 7, Jan Sangh 11, CPI 6, SSP 5, 
BKD 7, CPI(M) 1 and Independents 0. 
The general opinion is that the prevail¬ 
ing climate is favourable to Indira 
(i.uu1hi; the people arc with her. But 
has she got the machinery to 'convert' 
her mass appeal into votes for her 
party? 

The tact is that the MLAs' constitu¬ 
encies w'ithin given parliamentary con¬ 
stituencies arc more with tlio four-party 
alliance than with the Congre.ss(R) and 
its supporting parties. It is hoped by 
Congress(R) that this wall be more than 
compensated, once the four-party alli¬ 
ance has completed its 'adjustments' and 
'distributed' the seats, as that process 
will have generated a series of conflicts 
within the Rightist camp. If an aspi- 


SOMETHING unusual has been hap¬ 
pening in Singapore lately. In the 
past Western news media had been 
holding up the little island republic 
as a paragon of virtue where an In¬ 
corruptible govcjrnmcnt under a great 
statesman was setting an example for 
Asia to follow. Only glowing reports 
came out of Singapore. 

Now suddenly, a rash of news item.s 
al:>out governmental suppres.slon in 
Singapore has broken this idealism. 
The?, fi^^t was that an official repre- 
s^tarive of Aiiinest>' International was 
refused..entry into Singapore bec^ause 


rant does not get the ticket, he will cen¬ 
ter as an independent and will be sap- 
ported by the rank and file of his for¬ 
mer party, as the 'grand alUance' of the 
four parties exists only at the top level 
and not at the grass-roots. Already, 
the constituents of the grand alliance 
have declared that, in a small number 
of seats where they have failed to ad¬ 
just, there will be friendly contests. The 
impact of this crack in the alliance will 
be more than proportionately adverse 
for it as, on iui average, there are like¬ 
ly to be fewer candidates this time than 
in the previous elections, as a result 
of polarisation. On the other hand, the 
Congress(R) is likely to contest some 75 
scats out of 85, after adjusting mainly 
with the CPI and marginally with tJie 
PSP. The Congrcss(R) has registered 
the support of these two parties in tlie 
75 constituencies. The CPI has become 
a force and increased its influence after 
the ‘land grab' movement, in spite of 
its weaknesses. The Congrcss(H) can¬ 
didates are also likely to be supported 
by the student community which has 
resented the statutory regulation of 
their unions under the BKD. Indeed, 
had there Ix^en an effective student mo¬ 
vement in the State, many grand al¬ 
liance leailers oi UP might have met 
their Waterlo<j this time like Kamaraj 
in 1967 in Madras. 

There has been some controversy in 
tlie Left camp whether the BKD is a 
Centrist or a Rightist party. Certainly 
its Rightist character was e.xposed by a 
recent speech of its national chairman 
in Gorakhpur who said that if his party 
came to power, he would ban all meet¬ 
ings and demonstrations. He also said 
that he would avoid a contest with the 
grand alliance. 


.she had come to investigate reports of 
torture of political prisoners in the 
Changi jail. Then a couple of Ameri¬ 
can negroes who had arrived for a 
holiday were singled out and given 
very short-term visas; their white- 
skituied colleagues were treated nor¬ 
mally. Tlie Negroes protested and, 
after inquiries, said that the immigra¬ 
tion authorities wcic discouraging all 
coloured visitors allegedly for security 
reasons in connection with the Com¬ 
monwealth Prime Ministers’ conference. 
Also in tlie name of this con{erence> 
an unnamed number of political work- 


Waiting for a Brown Revolution 

T J S George 
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m belonging to the only remaining 
opposition group in the country, the 
Darisan Soclalis, were rounded up and 
put in jail. It was said that these peo¬ 
ple were planning a demonstration dur¬ 
ing the conference. 

Not JifST \ ("m:an City 

About the same time the New York 
Times camo out with a leport about 
several university teachers resigning 
because of the anti-intellectual strict¬ 
ures of the govern incut and the gene¬ 
ral atmosphere of extreme restrictions. 
This was an old story, basically, and 
one of the British lecturers who quit 
in disgust has even vviitcn a book on 
.Singapore. The New Yotk Times cor¬ 
respondent in Singapoie has been 
warned several times tc; confonn or 
face the conseciuencc.s. At one press 
confeiencc he v’as summarily ejected 
by the Prime Minister's iircss secretary 
whose job it is to keep the pre.ss on 
leash. Every publication in the coun¬ 
try has to get annual printing licences 
and headlines and even photographs 
do not escape the government's vigilant 
watch. 

What is inteicsting is that facts of 
this nature have at last started coming 
out of Singapore. I'V)r the first time, 
the world is being told that Singapoie 
is something more llian a clean city and 
good place to invest, that the ec'onoinic 
progress being made by the country 
is being bought at a very high price 
in terms of human rights. 

Amnesty International is believed to 
have already compiled a pretty exhaus¬ 
tive file on political prisoners in Singa¬ 
pore. 'Tile said stoiy this file brings 
out is that not only are cib’zens detain¬ 
ed without explanation and without 
trial for many years, but ouc'c inside the 
jail they arc subjected to harsh treat¬ 
ment to break their resistance and force 
them to recant. Some who have re¬ 
canted have beni releasd — and 
friends have .st en them emerging as 
vegetables. 

The moral oi this story is that in 
much of Asia although colonialism has 
gone freedom has not yet arrived. By 
and large Asian governments since tlie 
war have been anti-people. Some arc 
straight military dictatorships. Others 
are democracies tempted by power into 
becoming jealous oligarchies. Still 
others arc Tammanny Hall bossdoms 
with a hundred different ways of cir* 
cumventing the inconveniences caused 
by the machinery of democracy. For 
the present the oligarchs and the bos¬ 


ses seem to have the upper hand. But 
evidence comes to light now and again 
that discontent is boiling below the 
surface. People may he just waiting 
for opportunities lo turn the tables and 
establish their owm suzerainty. 

This was clear in Thailand when, 
alter a decade of total nulitary dictator- 
shix), the Kittikachom government de¬ 
cided to hold general elections. Oppo¬ 
sition parties' rallies collected crowds 
in tens of thousands and the Thais 
showed that they were capable of 
exercising political rights with sound 
judgment and even sophistication. 
After the elected parliament started its 
sessions, the government has had to be 
on the alert all the time. It is, of 
course, still a military government that 
rules Thailand but public opinion has 
been able to assert itself on occasions. 
When a draconian press bill was pub¬ 
lished last year, for example, news¬ 
papers organised massive protests and 
the government eventually agreed to 
revise the bill. This sort of thing 
would be unthinkable in Singapore 
today. 

Racial Riots 

Or in Malaysia for that matter. The 
Malaysian government has a .strong 
argument in its favour: the 1969 racial 
liots that rocked the countr>'. The 
cnierg(incy that was declared after that 
has been lifted but citizens' rights con¬ 
tinue to be severely restricted. A long 
list of “sensitive subjects” has been 
published by the government and any 
discussion on tliese items is strictly 
foibidden. This really amounts to a 
total prohibition of all discussion, for 
the list covers everything from tl»e 
racial situation to the expenses incur¬ 
red on the kings of Malay states. 

By contrast, Indonesia allows a cer¬ 
tain degree of public participation in 
the affairs of the country. Students 
continue to be a potent influence in the 
country und newspapers do enjoy a de¬ 
gree of freedoiri to comment and criti¬ 
cise. It is interesting that the two 
South-East Asian countries ruled by 
regular army brass arc also the two 
countries where there is more individual 
liberty than in the professed democra¬ 
cies. 

In the latter category, though, the 
obvious exception is Philippines. In 
fact, Philippines is the one country 
where open talk of revolution has been 
going on for over a year now. Even 
in his state of the na^on address to 
Congress this January, Plresi^t Mar¬ 


cos spoke of the need to have a *'d6- 
mocratfc revolution*' In the Philippines. 
It is possible that the revolution may 
indeed be a democratic one in Philip¬ 
pines. All said and done, Philippines 
has a very open society and a well- 
oiled democratic machinery. Ouflets 
for expression of popular opinion 
abound — at the levels of ipolitical 
groups, tlic Press, students, workers, 
peasants, even the church. Debates 
are uninhibited and allow a great deal 
of steam to be let off. 

Unprecedented Scale 

What happened on January 25 was 
typical. The President was to give his 
annual state of the nation speech to 
Congress and stutlcnt organisations had 
threatened to give their own account 
of the true state of the nation from out¬ 
side Congress building. It was on this 
very occasion a year ago that violence 
had broken out on an unprecedented 
scale. Anticipating worse this year, 
schools had been closed, .shops shut¬ 
tered up and housewives had stocked 
up provisions for several days. But 
violence was avoided — and democra¬ 
tically. The government did not ban 
demonstrations or assembly of people. 
It, of course, put a thousand armed 
men in front of Congress. Across the 
road on the other side several thousand 
protesters assembled. Smack in the 
middle of the two crowds, on the road, 
a band marched up and down playing 
popular music and led by the Manila 
mayor personally. The slogans of the 
protesters were drowned in the sound 
of music. 

With such a system it is possible to 
be optimistic. With repressive sys¬ 
tems, it is a different story. GeneraUy 
for Asia, the first-generation leaders 
have turned out to be brown rulers 
taking the place of the white ones they 
replaced. In the name of security 
and/or economic progress, they have 
been able to get away with partial or 
total suppression of their peoples. There 
arc no signs that these leaders are 
thinking of handing over to another 
generation more attuned to the popular 
urges of the time. But there are indi¬ 
cations that, after a quarter century of 
twilight independence, the peoples of 
Asia are getting restive. 

In an earlier era popular restiveness 
generated by white colonialism gfa<^ 
dually but surely grew Into a xevdu- 
tion. A growing number of Aaianifc . 
may now be earning to the concluwrt 
that the i^oti'it emergence into iDeai^*^ 
ingful Ihdepeiidence would matfriaUse , 
only wkh a bvp^ reyolutidii., 



Busy Season 

Nireekshak 


WHAT with a 'grand alliance' which 
is neither grand nor even an alliance 
making its belated bow, the victory and 
subsequent disqualification of the yoked 
bullocks in the symbols sweepstakes, 
the extradition of Sheikh Abdullah from 
Kashmir followed by the outlawing of 
the Plebiscite Front, the Gammon* 
wealth conference in Singapore preced¬ 
ed by the comings and goings of Com¬ 
monwealth statesmen through New 
Delhi and sundry other distractions like 
the fall of the Oiissa Government, the 
Press has been very much on its toes 
these List thr<\; weeks. The ‘grand al¬ 
liance' — or grand-dad alliance as 1 
prefer to call it despite the SSP’s asso¬ 
ciation with it — had been in the oifiiig 
for so long that its eventual emergence 
in the form of a lacklustre ‘front* has 
understandably yielded some derisive 
comments in some newspvipers, though 
the front is not entirely without hackers. 

Hymn of Hate 

Deccan Herald, which had been a 
consistent opponent of the concept of this 
sort of grand alliance, probably showed 
more impatience than surprise in its 
reaction to the emergence of the front. 
“Judging by the manner and the cir¬ 
cumstances in which the much bruited 
grand alliance was launched', it wrote, 
“it is the Congress(Hj leaders who are 
more entitled to satisfaction tlian those 
who master-minded the alliance ... 
For the present all that the grand alli¬ 
ance promises is the prevcntioii of Mrs 
Gandhi returning to oifitH? in spite of 
her evident soaring popularity: but the 
louder they sing the hymn of hate, the 
more support tlie Congress(R) gets”. 
Amrita Bazar Patrika described the al¬ 
liance, appropriately enough, as a “pale 
front" which had “no common pro¬ 
gramme*', while Tribune tliought the 
front could save the electorate from 
“the welter of confusion caused by the 
multiplicity of canchdates*' and their 
propaganda. “Fewer the better’*, it 
said, and from this point of view “the 
alliance Is to be welcomed”. 

Unlike tlie launching of the front, 
^which caused no real surprise, the ox- 
Mdition of Sheikh Abdullah from 
Kas^ir proved to be an event of much 
genuine surprise. HindufMi Timas 
was so shocked by this development 
dlilt ; ft Oomj^etdy overboard, as 


it were, in its comments. “Mr Sadiq 
and Mrs Gandhi lost their heads and 
won the forthcoming parliamentary poll 
in Jammu and Kashmir in the dark 
hours of Saturday rooming’*, it wrote. 
“Mr Sadiq by his action, and the Centre 
by its endorsement of it, have proclaim¬ 
ed their own belief that the majority 
of the people of KashrJiir are wjth 
Sheikh Abdullah", ft was “an incredi¬ 
ble folly .... tlic shameful and re¬ 
morseless consequences of which will 
unfold with Uie passage of time", the 
paper declared. 

This was probably tlie only dissent¬ 
ing voice, liov\'ever, as everyone else re¬ 
garded the action of die State Govern¬ 
ment as almost inevitable in the cir¬ 
cumstances. “Better late.. .’* was Hin* 
dusihan Staivdards cryptic comment; 
only, it added, the extemment order 
“would have been less controversial had 
not the elections to the Lok Sabha been 
round the comer”. Statesman opined 
that “the Sheikh has largely himself lo 
blame" for his predicament. “He ought 
to know diat, in similar cfrcunurtances, 
other regimes, including the one acrass 
the cease-fire line, would have acted 
more harshly”. And in the opinion of 
Mail “the order of extemment ... was 
perhaps the L^ast that the Government 
could do in the peculiar circumstances 
at present". The “utterances of the 
Plebiscite Front memlicrs”, it said, 
have seldom been qualified by a sense 
of responsibility". It is therefore neces¬ 
sary to take “sterner steps against those 
advocating secession or even a plebiscite 
to find out what the people of the 
State want”. Indian Nation perhaps 
summed up the general reaction by 
saying that, though “on the face of it” 
the extemment order was “undemocra¬ 
tic*’, Kashmir’s was a special case and 
“actions W'hich sound undemocratic may 
have to he resorted to ... for mainten¬ 
ance of law and order in that senutive 
part of thatf I ] country”. 

The Chief Election CommiNsioner’s 
verdict in the Congress symbol dispute 
appears to have recoiled on himself as 
much as it may have on the parties con¬ 
cerned. The length of tlie judgment 
(437 pages) came in for much adverse 
c'Omnient as being a wasteful luxuiy. 
“A brief statement presenting the deci¬ 
sion, its implications and the short and 
direct reasoning by which it had been 
arrived at should have sufficed", said 


THE FOURTH fiSTAtll 

Hindustan Times, “There was clearljf'' 
no need for long dissertations on the 
Iiistory of the Congress split, the rij^ 
and wrongs of either faction's conduct 
and a lot of other contentious issues". 
The Times of Iiufia, too, asked, “Was 
it necessary' lor him [the Chief Election 
Commissioner] to spread out his inqui* 
ries over a year or so and to compile 
a judgment of well over 430 pages to 
reach his conclusions?” He has only 
himself to blame, it asserted, if even 
those who consider his verdict to be 
“entirely unas.sailahlc deplore the man^ 
ner in which he has arrived at it”. 
Tribune, how'ever, welcomed the verdict 
without any such reservations, “for the 
end to the confusion of names which it 
signifies". It was only an ‘'accident", 
it thought, that the symbol had not 
been held as property. “Bedsides, bulls 
may not necessarily iirovc an asset — 
especially if either of them suddenly 
starts behaving as if it were in -a china 
shop”. 


BnnisH Bull 

This vision of a bull in a china shop 
seems also tq have been uppcimost iO 
the minds of editorial writers as they 
viewed the Commonwealth conference 
in Singapore, which has apparently 
been covered more extensively in the 
Indian than in the British Press. The 
first to depict Edwaid Heath as a hull 
in a Commonwealth china shop was 
probably the British weekly, New 
Statesman, How'ever, many Indian 
newspapers did much the same thing, 
without specifically drawing the analogy. 
“The British Prime Minister has been 
pointedly provocative in suggesting io 
Delhi and elscwheie that . . - the 
Commonuealth will survive the depart- 
iini of some of its incuihers . . 
wrote National Herald. On Heath's 
departure from Delhi, Herald comment¬ 
ed again on his “fiank, sharp and 
abrasive answers to (piestions” pul to 
him on his proxiosal to sell arms bo 
South Africa, and a few days later 
wmt on to ask ihctorically “what is 
comiiiori about the (Commonwealth?" 
The Commonwealth could not survive 
an as'^uult on the ct>ncex)t of racial 
ecjualitv which, the paper thought, it 
cnil)t>dics. The Free Press Journal also 
advisi'd the British Prime Minister to 
keep “not only his eiU'S but also his 
mind ox.'on” in Singai^ore, while Nagpur 
Times argued that “Mr Heath’s articu¬ 
lated argument tiies to oversimplify the 
issue by saying that the arms sale is 
purely a commercial deal . . 


rebroaty 6, 1971- 


ECONOMIC AND POLltlCAt WEB^t 





7-YEAR NATIONAL SAVINGS CERTIFICATES 

are an excellent Investment They offer tax-free Interest of 5%. 

But if you belong to the higher income group ( as shown b^m), 
your effective rote of interest works out to . 


IF YOUR INCOME IS 

Rs. 20fi00 
Rs, SOfiOO 
Rs. 40JOOO 
Rs. SOfiOO 

Ask your Post Office for details. 



YOU GET 

6J7% 

7J99% 

9.39% 

14.71% 


UHnOKMl SARKBS ORBAUIAnBK W 


dSvp 70I36S 





Red«and«Black Power 

AngayarkannI 

DMK in Power by P Spratt; Nachiketa Publications, 1970; pp 164; 


IF there has been an infant prodigy 
among Indian political parties, it is 
surely the DMK. When it came to 
power dramatically in 1967 — in a 
State where the Congress record was 
relatively bright — it had been in 
formal existence for about 18 years. 
For the greater part of this time, how¬ 
ever, it was more a movement of 
social protest than a political party in 
the accepted sense of the term. In 
the four years it has been in office, the 
DMK government in Tamil Nadu (nee 
Madras) has attracted a lot of atten¬ 
tion, what with the prodigy often turn¬ 
ing but to be the enfant terrible. An 
assessment of the party’s performance 
is hence very welcome and, in the pre¬ 
sent context of its seeking a fresh, 
premature and seemingly unnecessary 
mandate from the electorate, very 
topical too. One would hence pick 
up this book with its attractive jacket 
in red and black, the DMK colours, 
with a good deal of interest — and, 
considering the’ political predilections 
of the author, some curiosity too. For 
Spratt, a journalist with vaiied experi¬ 
ence, has for some time now been the 
editor of the Swatantra weekly Swa- 
rajya. And it was fairly evident, long 
before Rajaji announced his identifica¬ 
tion with Kamaraj, that the DMK- 
Swatnntra honeymoon was over. 

Undecided on Approach 

Unfortunately, the book is a dis¬ 
appointment, mainly because the 
author never quite conies to terms with 
his subject, being unable to decide just 
what approach to adopt. From the 
first two chapters, it would seem that 
he intends a serious ’study in depth* 
of the party’ — and one would have 
indeed welcomed that. Nearly a third 
of the book is devoted to the histori¬ 
cal background which is, of course, 
important. The real nature of DMK 
power cannot be understood without 
knowing something about the party’s 
origins; and to see this in pempective, 
the growth of the Non-Brahmin (‘Self 
Respect’) Movement in Madras has to 
be considered. Spratt himself notes 
In the preface that this aspect has not 
been adequately explored imd so wel^ 
comes the two Research studies on the 


subject that are soon to be published. 
(It would seem that he has also made 
liberal use of one of these for the 
historical part of this book.) 

But there is Jltde point in developing 
tile background in extenso when the 
author has no intention of keeping up 
the tempo with a full and critical ana¬ 
lysis of the party structure of DMK, 
its ix)ll performance or administrative 
record. The reader begins to wonder, 
while still in the initial chapters of the 
l>ook, as to how the author is going 
to manage to pack up his principal 
theane in what is left ol this slender 
volume. That difficulty is easily got 
over by a basic change in style; the 
subsequent chapters that deal with the 
Congress iccord and the DMK admi¬ 
nistration read, for the most part, like 
a patchwork of clippings snipped from 
pamphlets and newspapers. 

Anna Icnorjeu 

There is, in consequence, an im¬ 
balance about the book. Periyar (E V 
Hamaswiuni Naicker) is of comse the 
father figure of the basic movement 
and any writing about this colourful 
l>ersonaljty is bound to hold some m- 
tcrest. But that is no excuse for say¬ 
ing so little, comparatively, about An- 
nudurai’s career and leadershii). There 
are a few stray, tantalising references 
to his “mjinifestly superior capacity” 
and the ‘‘mellowing ^nf^l^ence” of his 
5-year Rajya Sahha term, which could 
have bt^n further elal^orated to advan¬ 
tage. Evai more glaring is the absence 
of any attempt to provide an assessment, 
or even description, of the DMK paity 
structure and the power groups within. 
Spratt is content with merely noting 
that the DMK “has a democratic con- 
stitutian, which .seems to be observed 
in i>ractioe, and though the members 
are good hero-worshippers, opposition 
from within has sometinu's made itself 
felt'*. Also, A book published in 1970 
has little excuse for relegating post- 
Annadurat developments to a hasty 
postscript. It would seem that th<? 
authexr is unwilling, or nervous, to con- 
.sider intra-party tensions. 

In discussing the tmexpected defeat 
of the C^ngrc’ss in the 1967 elections 


Spratt comes out with soma baq^ 
reasons — the rise in prices and 
other factors stemming from what 
calls the “faults of the eoonoinic policy 
of the Government of India". 
these faults affected the rest of the } 
country equally is ignored The point 
is that in Madras, alone among the, 
various States, was there a viable alter¬ 
native to Congress rule. What 
contributed to making the alternative 
viable? The first part of the book does 
indeed attempt to set these out but tbu 
discussion is so disjointed and juntpy' 
that no clear picture of the nature of/ 
DMK power emerges. Particularly', 
significant, in this regard, Is the silence 
about Rajaji's role in making the DMK 
respectable* in the eyes of a sl 2 eablo 
segment of the electorate. All that ft 
said, blandly, is tliat C Rajagopalachari, 
the Swatantra leader, entered into an 
unofficial alliance with the DMK and, 
as if in exoneration, it is added "by 
this time the grievance against the 
Brahmin.s as monopolising public life 
and g(ivemmcnt employment cleitrly . 
helonfied to the past'* (emphasis added). 

Is there perhaps a trace of remorse in- 
this wishful reassi^ssment of recent 
history? 

Jumble of Facts 

Since the subject of the book is DMK ^ 
rule (since 1967) and not the DMK 
party as such, it could be argued that 
it is not altogether fair to expect a 
full treatment of the parly’s rise to 
power. But the discussion of the party's 
perfomiance in office also lacks any 
systematic analysis and is indeed no 
more than a hasty' jumble of facts. 
Th(To is a good deal of attention to 
detail, ofttni i)ointlesSS — such, for in¬ 
stance, as the classification of the 
inemljers of the Legislature according 
to caste, age, education, district of 
domicile, efc, and the breakdown of 
the expenditure on the Tamil Confer¬ 
ence. Much of the chapters dealing 
with the DMK rule are just chronolo¬ 
gical records of various events, with 
meticulous care given to noting the 
exact dates on which something hap- 
peutnl or something was said, or done, 
by someone in office. 

Tw^o important avenues through 
which the DMK has sought to streng-. > 
then its institutional base are the trade 
unions and the co-operatives, Spratt 
does not take these into account ex# 
cept that in the chapter entitled "Law 
and Order” thq point is made that the 



Government's support of labour has 
increased indusbiai unrest in the State. 
This chapter also includes a strange 
persona) note — the only instance of 
the use of the first person singular in 
the book. While recording the sejies 
of slum fires that oeciiired early in the 
new rule, the author uienti(ms that he 
was himself piesent at the scene oi a 
fire, when tin; victims (DMK siipptut- 
ers) were convinced that the (’ungross 
had caused the disaster. I’his led, 
slightly later, to a piominf'nt Congress¬ 
man being beaten ui) I)y an angiy rnob 
and much mutual jcciimiiiatiun follow¬ 
ed. All this- is only a lecord of facts, 
with which no (me can (piarrel. Wfiat 
is surprising is the authoi’s conclusion 

— uon-sequitur and definitely off-key 

— “Most Hindus .show paranoid tend¬ 
encies: I set dowii their suspicions as 
a typical instanc'c". 

SurElIMCIAT. A SSESSMEiM 

The assessment of the economic jxili- 
cies of the DMK is obviously that of a 
layman. For instance', to highlight the 
expansion in yam producing capacity 
as a pr(.>ininent icason for the 'sick¬ 
ness' of textile anills is questionable. 
However, Spratt docs bring out the 
fact that the DMK Gov<’rnnient has 
done little inoie than cany on the poli¬ 
cies initiated h> its predecessors. His 
final pronouncement is: “In agriculture 


they have pcrfoitned satisfactorily; In 
industry not so well". But what of the 
fortuitous circumstance of successive 
good harvests? 

In the Conclusion, the author, 
hitherto generally impersonal and de¬ 
tached (except for that brief exercise 
in socio-psychological theorising), fully 
reveals his political leanings. He feels 
that the extremism exhibited by the 
DMK in its formative stage has been 
tempered by the practical experience of 
adniinisliatioii but that the “mellowing 
process” has not gone far enough. Ho 
would like the DMK to break away 
from the “ruinous tradition” of Indian 
politics, “a competition in Left-wing 
demagogy” and nndei stand that “the 
only practical policy for development 
is free enterprise”. He is naively con¬ 
vinced that the “linguistic sub-nationa¬ 
lism” of the DMK is sufficient and suit¬ 
able for engineering economic progress. 
Of course, this was all written when 
there was still hope, in some minds at 
least, of a DMK-Swatantra rapproche¬ 
ment, At this moment, there is only 
one s(:;ntence in the lK>ok which i.s topi¬ 
cal And which might even sound pro¬ 
phetic : “It was a mistake in the 

language policy of the Congress which 
brought the DMK to power. A mis¬ 

take in the language policy of the DMK 
can biing the Congress back to iwwer”. 


Revolt of Youth 


S K Garg 


The Making of a Counter Culture by Theodore Roszak; Doubleday, 
New York, 1969; pp 303; $ 7.95. 


DURING the past decade or so, a 
young generation has arisen in the 
United States and Europe which is 
deeply alienated from tlie dominant po¬ 
litical and social culture. Whether it 
is* the savage war in Vietnam oi 
sexual mores, the youth stands in fana¬ 
tic opposition to the old generation. 
What is the cause, and what are the 
chief s>nih()ls of this revolt? If we are 
to believe Theodore Roszak, this is pri¬ 
marily a non-icleological (in the political 
sense) phenomenon. In a society which 
is increasingly governed by technocracy, 
both classical Capitalism and Marxism 
become irrelevant. Technociacy in this 
context is defined as the peak of indus¬ 
trial order where the ordinary citizen 
must defer to the expert. It is a so¬ 
ciety controlled and led by experts. If 


the expel Is tell us that bigger and bet¬ 
ter (higher kill potential per dollar) 
bombs arc good for us, then they must 
bo right. If the economic technocrats 
tell us that unemployment is necessary 
for the economic Wellbeing of the 5ia- 
tion, then we must defer to their deci- 
.^ion. If the war experts decide that a 
war in the jungles of Vietnam is essen¬ 
tial for American security, then we must 
follow them. 

SpiRiiUAL Guides 

It is then against this sort of hum¬ 
bug that the young people are revolting. 
Who are the heroes and the spiritual 
guides of this revolution? The poRtical 
horizo;.! of the movement is dominated 
by Herbert Marcuse with Us humanis¬ 


tic socialism and Norman Browir wftib 
his psychoanalytical theory of political 
action. Even though some of the new 
left members (notably Students for « 
iibmocratic Society) at times flaunt 
Marxism in its Maoist version, they are 
deeply concerned wiMi individuai tree- 
clcxm. On the cultural froi^it, one may 
cite Allen Ginsberg and Allan Watts 
with ihcir iieculiarly western interpre¬ 
tation of Zen and other eastern viaiths, 
Timothy Leary (the high priest of^drug 
scene) and Paul Goodman (the Gestalt 
therapist). The dominant theme that is 
piesent in the writings of all these men 
with the exception of Marcuse is an 
av^t'rsion to the scientific method. This 
pel haps in a way explains the fasdnu- 
tion of the young with the drugs and 
tlui esoteric aspects of nastcrn faiths. 
Roszak criticises Marcuse insofar as he 
(Marcuse) advocates scientific socialism 
and veers away from anarchism. 

Kehieat to ROM/VNneiSM 

In an era when scientists and tech¬ 
nologists arc increasingly aligned with 
the war machine and unconcerned with 
the results of their research, this is 
pcrhaiis (inderslandable. Such a rebel- 
li(jn may however degenerate into a re¬ 
treat to romanticism. Api^irently Roszak 
seems to believe that all was bb'ssful 
before the advent of the industrial age 
when man lived in symbiotic relation- 
shii) with his environment. That such 
a view has tremendous appeal for the 
young cannot be denied. One can re¬ 
count examples of numerou.s hippie 
conimuTies in support of this. How¬ 
ever, it is well to bear in mind that the 
problems of today cannot be solved by 
the methods and techniques of a few 
centuries ago. Even if we wished, there 
is tor most of us no returning to the 
pre-industrial commune. The need is 
to liuinaniso modern radustrial society 
and to turn it away from its preoccu¬ 
pation with the means of mass destruc¬ 
tion to the consideration of urgent hu¬ 
man problems. In times when the 
greater part of the human race lives In 
appalling poverty (includrag Jthe black 
people in the USA) one cannot bury 
one’s head in the sand of the irrational. 
Only reason and science (not the per- . 
verted kind) hold any hope in this di-> 
reetkm. It is here then that the coun¬ 
ter culture fails. If the counter culture * 
aspires to be anything more than a 
passing fad, then it cannot aflord to 
overlook this. 
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Un^ploymeDt: Soitie Policy Issues 


D 


In the short period^ the scdpe for employment in any economy is defined by the amount and twisty :' 
of the capital equipment that is available to co-operate with Icbour m producing the nationci output. TkSfe% 
are, however, two wcys in which employment may be increased even in the short run. First, the exist- ': 
ing capital equipment cm be used more intensively; factories may work more than qne shift and 
chines may be ivorked longer hours. Second, a lot can be done to extend employment in old labour- 
intensive industries and to discover new areas of labour-intensive production. 

In the long run, opportunities for employment grow at the rate at which the national output 
ponds. Obviously, the national output must grow at least as fast as the employable population if 
proportion of the unemployed is to be kept constant. It must expand even more rapidly if the country}! 
htts a backlog of unemployment to cope with. 

As a result, partly, of the leadership of advanced countries, in which labour is scarce relatively t0\ 
capital, in the invention of techniques and, partly, of economies of scale, there is a tendency for large} 
scale capital-intensive methods of production to replace small scale labour-intenuve techniques as no- 
tional income and with it the output of individual industries grows. In these circumstances natiomd out^ ' 
put must grow still more rapidly, to offset the loss of employment caused through the displacement of 
labour as an agent of production by capital. It is, of course, possible to muzzle the growth of capital- 
intensive industries in various ways, but that will be at the expense of the long run growth of \ 
employment. 

A developing economy with a large labour surplus is, indeed, faced with the difficult choice of more 
employment today against less ^ployment tomorrow and the converse. 


1 

THE volume! of unemploynient in any 
economy id detemined basically by the 
relation between the number of persons 
in die working ages and the scope for 
employing them. At any time the 
former is, more or less, fixed by the 
size of the total population and its age 
and sex composition Both these can 
be influenced through restriction of 
births, but the fall in the birth rate 
will affect the working population only 
rfter a period of time, say, 16 years, 
by which time the newly bom will 
grow old enough to look for jobs. On 
the' other hand, the working popula¬ 
tion con be reduced at short notice by 
raising die age^of entry into work and 
loiVering the age of retirement. Ho\v« 
ever, (he^ are not very satisfactoiy 
soltitioni^ aiid an econoiny must rely 
on measures to exte^ the scope 
^pfeyment 

H 

pedod the scope is de- 
r hy dm amount and^variety of the 
e^idppi^rt^ is avaikible to 

^ad^ ipaxt 

resources^ 

as fully as. pd^^ 
pbe«t 

employ- 
rfbees, ^khifttiea 


wax and wane, they can move quickly 
and at low cost from contracting to ex¬ 
panding areas. This condition is, how¬ 
ever, seldom satisfied fully anywhere; 
there is always a certain amoimt of 
frictional unemployment even in ad- 
vajaced economies. In developing eco¬ 
nomies the frictional unemployment is 
likely to be higher still in proportion 
to the working population. 

A second and more basic condition 
is that the national income be spent 
fully. If national expenditure «Call$ 
short of national income, producers will 
receive less that the payments they 
make; they will suffer losses and this 
will lead them to reduce output and 
emptoyn^t. The loss of inooine of 
producers, entrepreneurs and workers 
will, in its turn, cause other incomes 
and ‘ultimately national expenditure to 
shrink, and the process will go on till 
nktionat income and expenditure arc 
brought to equality at some low level 
of ou^ut and employment. 

National outlay is made up of ex¬ 
penditure on consumption and on in¬ 
vestment It Is generally held that peo¬ 
ples* expenditure on consumption is, 
inoie or less, rigidly determined, by 
their incomes, while the relation bet¬ 
ween their incomes and their invest- 
inetm^ it elastic, even volatile. The re- 
oeivar of on income has to spend a 
cekt/du minJintim propprtiaD on con- 
a pebm With a high 
JnMne is to in¬ 


vest the suiplus; he will do so only Ik 
the prospects of profit and stability 
capital values are reasonaWy good. 'If"! 
these conditions do not obtain, he msiy/f 
still save, but he will hold his 
in the form of cash and bank deposit^;,v 
with the result that natJcmal expendi¬ 
ture will fall short of national income 
and the cumulative process of decline 
in income and employment will start 
Over a century and a half the expan¬ 
sion of the capitalist economy has been 
marked by periodic rushes for holding 
cash instead of investing. Briefly, the 
weakness is due to the tendency of 
the process of capitalist expansion to 
inflate capital values to levels at which 
investors themselves fear they cannot 
remain for long. And the momeiu-, 
this fear invades their mind, they begin 
to convert income yielding assets into 
cash for the simple reason that though 
idle cash yields no interest, its value 
in terms of itself is stable. This pre-? ^ 
ference for holding assets in the liquid ^ 
form, or liquidity preference, lo use -g 
technical phrase, is inherent in arW'- 
economy in which capital values 
tuate widely. " 

The shortage of investment may also^'i 
1^ due to the reduced capacity to save/ 
of those who normally do saving in an^ 
economy. High taxe.s may encroach ewrr 
the savings of persons wlAi surplus, to"/ 
comes rather, than on their consump- ' 
tipn. Besides, if the tak rates on 1^0^ ! 
g^ incomes are hi^, Aiey pmy; 
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duce iiiconit*-canicrs to put in less ef¬ 
fort and earn less. Again, high taxes 
discnurage iiivestineat in new and risky 
propositions. Finally, if ina)ni(*s honi 
.savings are taxed, as they usually aie, 
high taxation may lead people to save 
less and spend mure on consiiniptiori. 

Lastly, lestrictions may l»i* imposed 
i>n private investment for vaiioiis rea¬ 
sons, e g, to conserve ,scarce ioreign 
exchange, to alter the stnictiiie of the 
economy, to lestiam monopoly po>\ei. 
etc Such restrictions shoulil nei¬ 

ther condemned nor apinoved oflhand, 
the pros and (ons of each individual 
instance liave tij be weighed carefully 
in fenns of benefit to the total eco- 
nom>. Hilt their net eflcct is to dis¬ 
courage investnientj there is no gnarjm- 
tftc that an entrepreneur who has been 
debarred from investing in a certain 
proposition will necessarily put his 
savings' into other piopositions. M»ne- 
ovcT, there is inewitahle dela>' in sanc¬ 
tioning applications. 

Ill 

There is a widely Jield beliel that 
the scope, foi employment can be en¬ 
larged by alteiing the pnipoiiions in 
which labour and otlier factors, espe¬ 
cially capital, an* combined to pioduee 
g(K)ds and seivicrs. In the shot I pe riod 
the .scope lor such alteration is extre¬ 
mely limited. The capital e<piipment 
is given not only in the gross but also 
in detail. It is designed to be trn- 
plO'fd with a given ipiantity of laboni 
and an increase in the latter beyond 
this amount would reduce olHciency 
and raise cost. Nor would it make 
sen.se to throw fixed capital in esta¬ 
blished capital-intensive mdustnes out 
of work in oriler to encxjiirage labour- 
intensive techni(iues of production. For 
in units with already aciiuired fixed 
capital the mily costs that matter in 
the shoj't iHjriod are prime costs, and 
these may be lower than the total cost 
of pnxliicing with labour-intensive 
tcchnigiies. 

There are, however, two ways in 
which the etnployinent of labour may 
be. increased even in the short run 
First, the existing capital equipment 
can 1 k 5 used more intensively; factories 
may work more than one shift and 
machines may be worked longer hours. 
Secondly, a lot can be done to extend 
employment in old laboiur-intensive in¬ 
dustries and to discover new areas of 
labour-inteii.sive protluction. 

In the long run opportunities fui 
employment grow at the rate at which 
the national output expands; the faster 


the national output increases, the more 
rapidly do(*s the scope for employment 
increase. Obviously, it must grow at 
least us last us the employable popula¬ 
tion if the j)ropoition ot the unemploy¬ 
ed IS to be kept cxinstant. It must ex¬ 
pand even inon* rapidly if the coimtrv 
has a backlog of unemployment to cope 
with. As a result partly ot the leader¬ 
ship of advancf'tl exjuntries in which 
labour is scarce idatively to capital in 
the invention of technicjnes and partly 
ol economies of scale, there is a tend- 
eiiry for large .scale capital-intensive 
me'thods ol piofhieticm to replace small 
scale, laboiir-intensivi" techniques as na¬ 
tional ineome and with it the output 
of individual nulustii<"s grow. In these 
ciiciunstanees natioiuil output must grow 
still more i.q)idly, to offset the loss ol 
eniplo> merit caused through the dis¬ 
placement of lal>our as an agent ol 
production b\’ capital. It is, of coiiise. 
possible to muzzle the growth of capi- 
tal-intensiv(‘ imliistrics in various ways, 
but that will be at the c.vpense of the 
long run growth of employirmit. \ 
develojimg f^eononiy with a large 
lab<nir surplus is, indeed, laced with 
the diHicult choice of more employment 
today against less employment tomonow 
and the cxinvers^*. 

IV 

In the long run the growtli of the 
iiatioual output is governed by the ex¬ 
pansion of productive capacity whieli 
m its him depends on new investment. 
But the, investor in new fi.xed capital is 
e.vcii inon* sensitives to the prospect of 
profit and stabilit\' of capital values 
than the investor in working capital. 
The former has greater freedom in 
choosing his coarse of action than the 
latter who has already locked up the 
larger proportion of his funds m fixed 
equipment. 

FurthiT, the incentive to new inve^st- 
ment comes from the rate of growth 
of consimiption rather than the current 
level of national output. However 
high the current level of output may 
be, the existing equipment is, ipso facto, 
sufficient to produce it. And though 
tools and machines can be employed 
to produce other tools and machines, 
the proccs.s must depend ultimately on 
the demand for c‘onsumption goods. 
Hence there are limits to whieli invest¬ 
ment in capital goods can be carried 
without defeating its own purpose. In 
ileveloping countries with low income 
per head there are, besides, physiolo¬ 
gical and psychological barrios to the 
expansion of investment At the expense 


of consumption. 


In the long run it is possible to 
inixlify the techniques of production 
and alter the pattern of production so 
as to favour the use of labour-intensive 
technitpies. The economy has more 
time and resources to experiment and 
to promote research in them. More¬ 
over, as pieces of equipment emlxxlying 
capital-intensive techniques wear out, 
they can be replaced by others em- 
bod>ing labour-intensive techniques. 
Evidently the extent to which thi.s kiaicl 
ot substitution can be done depends on 
the comparative efficiency of diffeicnt 
categories of techniques, which, in its 
turn, is gove^rned by ttichnical and eco¬ 
nomic considerations. Technically, the 
large blast furnace is more efficient than 
the small, and the latter could be 
chosen in preference to the fonnei 
only if labour is sufficiently cheap lela 
tively to capital. 

There, is a good deal of shadow-box¬ 
ing on this i.ssue in current literature. 
It is argued that the true price of capi¬ 
tal which is scarce in developing ci^iiii- 
trics IS much higher and that of laboni 
which is in surplus in many of them 
much lovi'cr than their respective mar¬ 
ket prices, and that if. true prices were 
are taken into account, underdevelop¬ 
ed countries w'ould find it profitable to 
concentiate mi the use of labour-inten¬ 
sive techniques. 

The point that is missed by this 
argument is that though the opportu¬ 
nity exist of unemployed labour i.s zero, 
the opportunity cost of the unemployed 
labourer is equal to the dole he re¬ 
ceives from his family. Be.sides, deve¬ 
loping countries are generally dual 
economies and if capital moved 
freely between the developed and 
underdeveloped sectors, the average 
rate of interest would be high; in fact 
capital does not so move. It originates 
mostly in the developed section and is 
largely used up within it, with the 
result that the price of capital relati¬ 
vely to that of labour is not high in 
the developed sector. This sector 
therefore concentrates on capital-inten¬ 
sive techniques while the underdeve¬ 
loped sector handicapped by scarcity of 
capita] and high cost of investment- 
leans heavily on labour-intensive tech^ 
niques. There is, of course, a strong 
case for more efficient distributi<m of' 
the total capital supply the economy 
between the two sectors. But this ob¬ 
jective should be reached through 
modemisatioii of the indigenous jsector 




rather than by subsidising the use. oi 
labour-intensive techniques in the 
modern sector. 

The general pattern of the economy 
can also be changed by discouraging 
the employment of capital-intensive 
techniques and encouraging the use of 
labour-intensive techniqims in various 
fields of production. Investment in the 
former may be restricted by legislation, 
discriminatory taxation, and in the latter 
subsidised in various ways. Such mea¬ 
sures will reduce the total output (jf the 
economy and its rate of progress. But 
they will simplify, if not solve, the pro¬ 
blem of unemployment. The loss of 
outiJut through the use of less eilicient 
methods may be regarded as the price 
paid for absorbing more people into em¬ 
ployment. But .so long as this price is less 
than the social cost of maintaining those 
who would have been without jobs if 
no attempt were made to change the 
pattern of production, the labour-inten¬ 
sive tt'chniciue should be used. 

VI 

Many people believe that inflation 
promotes employment. Ineir belief is 
based upon the impact of inflation on 
prices relatively to costs. As the supply 
of money in an ectmomy increases, prices 
lise taster than costs and the difference 
goes into the pockets of entrepreneurs 
and capital owners. But since entrepre¬ 
neurs are the initiators of production in 
the capitalist economy, a situation 
which favours entrcpreULMirs encourages 
production. Moreover, the excess of 
money demand over the aggregate va¬ 
lue of goods and services produced 
constitnte.s, so to sa>, an investment 
tiind which is available to entrepre¬ 
neurs for extending production and 
employment. 

If an economy is less than fully oc¬ 
cupied, the first effect of an increase in 
the aggregate money demand is to pro¬ 
mote fuller use of existing capacity. 
To the extent that this takes place an 
increased supply of money does not 
cause prices to rise. On the contrary the 
cost per unit of goods and stTVice.s is 
likely to come dov\ii so long a.s money 
supply does not increase faster than na¬ 
tional outiiut. 

But a point is reached soon or late 
when the excess capacity is used up 
»and the irn^'easing flow of money is 
joet by a more or less constant output 
of goods and services. Inflation starts 
a* this point It may, of course, start 
earlier as bottle-necks appear in diffe¬ 
rent areas or as the approach to full 
employment begins to push wages up. 


To increase production at this stage it 
is necessary to change the techniques 
of production so that a larger output 
can be turned out by a constant quan¬ 
tity of labrmr. But thi.s technological 
development will take time. Mean¬ 
while, the money income and the mo¬ 
ney expenditure of the people will in¬ 
crease and impinge on a more or less 
unchanging supply of goods and ser¬ 
vices, and raises i3rice.s still furtht'r. The 
effect of all the.se changes on the vo¬ 
lume of (employment will be nil as all 
the labour available is already in em¬ 
ployment. But if thcie is a surplus of 
labour in the economy, tlie effect of in¬ 
flation would he to draw it into em¬ 
ployment, the capital neccs.saiy to em¬ 
ploy the t;xtru labour being obtained liy 
the imposition of forced saving on the 
people. 

There are two checks on the inerc^a.s- 
ed employnu'nt of surplus laboiu in this 
manner. The rise of money prices leads 
to iruTeasing dt mand for hicher wages, 
for even in an economy with .surplus; 
labour the workers in employment may 
be organised and they will pres.s for 
higher wages and in.sist on lecniitment 
through unions so that the extra pnjfits 
that inflation brings to enliepnmeuis 
will be cut down and the incentive to 
extend investment and prodnetion will 
be damaged. 

I’he second check comes Ijom the 
same source as in advancnnl ecoiK>rni<.'s, 
viz. the adoption of capital-intensive 
techniques at a time when labour i.s .get¬ 
ting scarce and inflation i.s raising its 
cost. 

VII 

This exposition has be(‘n up to now 
confined to a consideration of the im¬ 
pact of domestic production, consump¬ 
tion and investment on einploynn'iit. 
It ina>' now be supplemented by a few 
words on the blearing of foreign trade* 
on the problem. 

A .sensible way of looking at a coun¬ 
try’s foreign trade i.s to regard expoils 
as the means for obtaining imports. On 
this view, imports do not n<’c‘essarilv 
reduce the scope for (*niploymerit, foi 
though they may caii.se employment in 
competing domestic industries to con¬ 
tract, the imports can he had only in ex¬ 
change for exports and the productitm 
of these will generate at least as much 
employment as the domestic inanutac- 
ture of the imixiitahle commodities 
would have done. 

Thus foreign trade does not reduce 
employment. On the other hand, the 
former contributes to the latter in se- 


verad ways. First, hi the short run, 
excess of exports over imports has thej' 
same impact on aggregate national 
mand and employment as new invest¬ 
ment. It makes up for the deflcleiiey 
of intomal demand and helps to 
tain aggregate expenditure and pro¬ 
duction. However, a favourable trade 
balance can only be a temporary phe- 
nontenon; for it sets in motion a series 
of ecwnomic events that leads to its dis¬ 
appearance soon or late. It raises pri-r 
ces and money costs within the coun¬ 
try, encourages imports and discourages 
exports, until the excess of exports over 
imports is wiped out. 

Secx^ndly, foreign trade has a quali¬ 
tative influence on development and 
hemee on eiuploymc^nt. A developing 
country is, ipso facto, not in a position 
to manufactuic many of the capital 
goods that are required to expand pro¬ 
ductive power. But these can be had 
through foreign trade; the country can 
export raw materials, semi-finished goods 
and simple maniifactuix^s and import 
in return sophistic-ated capital goods. 

Foreign aid and foreign loans can 
also .serve the .same puipose; for they 
also add to the 0*011 ntry’s total resour¬ 
ces. But thf'ir amount and timing are 
gov(‘ined much more by tlu^ whims of 
the donor and the lender than by the 
eagerness or the needs of the borrow- 
t‘r. Besides, apart Irom pure gifts, 
aids and loans have to be rejiaid soon 
or late through exports. Thus in the 
final analysis a country’s ability to im¬ 
port capital g(X)ds depends on it.s ca¬ 
pacity to develop its exports or save on 
jiiii>orts of consumption goods. 

Thirdly, subject to some qualifica- 
turns to 1)(* noted scHin, foreign trade 
increases the opportunity for employ- 
mtmt within the country. The interna¬ 
tional division of labour between coun¬ 
tries not onl>' enables each country to 
secure its needs more cheaply than it 
could have otherwise done, it also 
lead.s to larger output of the traded 
commoditicis and hence to a larger 
v'olume of etnploymcxit in the trading 
countries. This argument, of course* 
rests on the assurnptkm tiial the foreign 
market for the products of the country 
is not restjicted by artificial impt^di- 
ments or by rigidity of demand. 

Unfortunately, these assumptions do 
not hold true 111 the world today. The 
expansion of exports by developing 
(Oiintries is hampered by various types 
of barriers and discriminating practices 
that advarK*ed countries have set up. 
Moreover, world demand for most raw 
material and food products seems to 
grow less rapidly than world income. 
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On the oth<^ side slpnic developing 
countries are fincbng it difficult to ex¬ 
port as much as they wish. The growth 
of population and oi domestic indus¬ 
tries have greatly expanded the demand 
for these goods at home and reduced 
the supply available for export. As a 
result most developing countries are 
leaping ironi <‘xteinal trade small bene¬ 
fit. Nevertheless, it iiays a diweloping 
eountiy to exploit the opportunity for 
lorcign trade, hoveever nuich it may 
haw narrowed. F(ji otk^ thing, the 
market loi some ol its luoducts iiia>' 
Im* wider and moie <l>nanne in the 
outvide woild than at home and though 
world trade has hc'eu growing less last 
than woild pioduction, it is expanding 
inoie lapidly than tlie national output 
of many developing c^c^untritvs. Imh 
another, there js the opportunity foi anv 
country to expand its exports at iht' 
expense ot other eountiies. 

Finally, expoil industries in a deve¬ 
loping economy with a huge surplus ol 
lalHiiir iiH* likely to 1»<‘ molt* lahoui- 
intensive than mdiistries which aie* en¬ 
gaged ill the inamilaetuie of iiiipoit 
substitutes. (aveii the relative prices 
of labour and capital, the country 
.should enjoy coinpaiativc advantage m 
the manidaetiire of labour-intensive 
goods and tlu*se are likely to account 
tor a significant pait of its e.vpoils. Fx- 
pansiun of expoits wherever possibh; 
is, theieloi<‘, likelv to contribute more 
to c'Xiianding »MupIo\merit oppoitinii- 
ties than the production ot iinpoit 
substitutes espeeialK with the aid oi 
eapital-inteiKsivc techniques importc*d 
from abroad. 

This aigument, however, iissuiiK's 
that the e.xports ot a country art- based 
on comparative efficiency, aucj not on 
subsidies or bounties. Subsidies arc 
paid out of general icveiiues. They 
represent a national loss which must 
lie deducted from the gains from Jor- 
I'ign trade. It is quite likely that on 
this calculation, the net gam fioni ex- 
l)orts may be found negative. It, for 
example, the production of a ton of 
sugar In the country which uses up 
Rs 700 per ton worth of economic re¬ 
sources is subsidised to sell abroad at 
Rs 400 per ton the cost of the subsidy 
would certainly far exceed any llkol>- 
gain from thci export. There is atiother 
way of looking at the affair. Since 
foreign exchange received for export is 
sold to importers at the current rate of 
c\\change, these latter are enabled to 
l)U>' it at an enonnously concessional 
rate- they pay Rs 400 only for some¬ 
thing which has cost the country Rs 700 
to picicure. Thus the export subsidy is 


converted into a concealed subsidy to 
the impoit trade, i e, to traders, consu¬ 
mers of imported goods and to indus¬ 
tries based upon importerl goods. The 
net result of this tiansfor of resources 
is likely to lie reduction of employment 
rather than expun.sion. 

Tla^re are, however, two circums- 
Itiiues w'hich may justify suhsidie.s to 
expoits. First, an industry trying to 
enter into or ilevelop the export mar¬ 
ket for its goods has to cross a number 
of hurdles. These may be too big for 
private entreiireneurs to negotiate. In 
these circumstances it is advisable for 
the state to subsidise the export indus¬ 
try but only temporarily and on condi¬ 
tion that the industry is, soon or late, 
able to do without public assistance. 
Secondly, the (Oiintry may be in ur¬ 
gent ne«*d of some imports over and 
above what can btj obtained in ex¬ 
change for unsubsidised exports. Spe¬ 
cific items of exports chosen intelligent¬ 
ly may be subsidised to secure the extra 
foreign c*\c'hange but on coiiclitioii (a) 
that as the lorcign exchange is obtain¬ 
ed at high oo.st, it is earmarked for only 
extremely urgent purposes of develop¬ 
ment and (li) tliat in calculating the 
iu‘t gain from the uses to which tlris 
foreign exchange is fiut, its extra cost 
is taken into account. 

VIII 

Are developing countries then con- 
tlcmiied to slow rales of growth:* Not 
ncxti.ssanly; there is a way out through 
mcj eased effectiveness of inveshnent^ 
using the* teiTii in a broad sense to in- 
I hide expenditure not only to extend 
capital <*(niiiimcnl but also to improve 
the eilicic-ncy ol labour and manage¬ 
ment. Fii'st, it IS w'ell known that with 
the sLiTiicj tools, machines and plants, 
firms in devc-lopiiig countries produce 
smallei and inferior outputs than firms 
ot ocjual size in advanced C'ountries. 
Secxindly, in post-War Europe improve¬ 
ment in labour efficiency and manage¬ 
ment ha.s made greater contribution to 
the growth of national output than 
additions to capital equipment. 

The fundamental conditions for im¬ 
proving efficiency of investment can Ik: 
.stated briefly. First, there must Ire 
stable and harmonious relations be¬ 
tween labour and capital. Secondly, 
attention should be paid to improving 
the (dFicienc> not only of labour but 
also of management. Lastly, entrepre¬ 
neurs mrest aim at large outputs and 
sales based on small profit per unit 
of commodities produced. The empha¬ 
sis should be on conkpetitive efficiency 
rather than on monopoly power. The 


result would be cheaper production, 
lower prices, larger sales and finally 
larger aggregate profits in spite of. 
lower profits per unit. Besides the ex¬ 
pansion of individual industries will 
lead to the expansion of other indus¬ 
tries and ultimately of the national 
economy. 

The alternative policy is high profits 
based on restricted production and high 
price per imit of output. It comes easy 
to entrepreneurs in developing coun¬ 
tries where the domestic market is 
both limited and protected. A few 
firms can easily develop tlie capacity 
to .supply the whole market for a com¬ 
modity and being sheltered from foreign 
competition can raise the price high 
enough to reap monopoly profits. Rut 
evidently the expansion of the total 
economy must slow down if tliis can¬ 
ker spreads over an appreciable segment 
of the national economy. 

There is a final point to he inadr*. 
Only a small section of the comniuTiity 
m a developing ecomuny fras the ca¬ 
pacity to save and the corresponding 
responsibility to invest. It should, 
therefore, submit to an act of self-de¬ 
nial and remain satisfied with only a 
decent standard of life and dewote the 
surplus income entirely to investment 
until income per head in the country 
lises to a decent level. 


Errata 

In the aiticle “Profits and Investment 
in Coal Industry** by A B Ghosh which 
appeared in two parts in the issues of 
November 7 and November 14, 1970 
please note the following corrections: 
p 1814, col 1, item (3), lino 2: read 
“equals'* for “equal** 
p 1815, Table C, item (4): read “1950- 
51 = 100“ for “1950-51 + 100** 
p 1820, col 2, Note 5: read “In Tables 
B, E and H’* for “In Tables B, C 
and E**. Col 3 Note 30: read “In¬ 
dian** for “India** 

p 1853, para 2, line 1: insert “in pro¬ 
fits (Table H)’* between “indicated" 
and “are" 

p 1857, col 3, line 18: read “cate" for 
“cates’*. Line 38: delete “jgercentago** . 
p 1858, transfer line 1, col 2, to col 1 
above line 3 from bottom. Statistical 
Appendix III* items (i) and (J); trans¬ 
fer figures “(61,3) (06.1) (03.3)" belov"“ 
figures “00.3 90.7 05.4" \ 

p 1859, Statistical Appendix IV, item ^ 
B, col 5, filgure in bracks below 0^ 
should read “0.1" instead of ““1,(7*; 
Insert “(100)" below tfi© totals for 
cols 2p 4 and 6, under H. 
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Planning and the New Agricultural Strategy 

Ashok Rudra 


How much of genuine planning is implied in the Fourth Plan programme for agriculture? 

However careful and sympathetic one might be, a reading of the chapter on agriculture in the Plan 
cannot but give the feeling that the exercise of target-setting has been carried out more in the spirit of 
forecasting than in that of predicting. 

One cannot avoid the feeling that the targets are not at all based on any firm understanding of the 
internal dynamics of the growth that is taking place in agriculture. They represent mere extrapolation 
of certain very short duration trends. 

The Plan bases its projections on the successful completion of a green revolution which it takes for 
granted; it does not incorporate any guidelines for conducting the revolution along any desired path. 


THE smile of the Cheshire cat linger¬ 
ed on for a while even after the dis¬ 
appearance of the cat. Does planning 
as a word and a concept hang in tlie 
air today with no more of substantive 
reality behind it? The question opens 
up afresh the very basic questions of 
whether planning is at all possible in a 
mixed economy like ours and if so 
what kind of planning. If by planning 
one means just a collection of govern¬ 
mental programmes or public sector 
projects or schemes for assistance to pri¬ 
vate enterprises then the question would 
not be interesting. If, however, one 
means something more; if by plan¬ 
ning onci means drama rather than an¬ 
thology, to borrow a lather attractive 
literary imagery from P C Mahalanobis; 
if we distinguish planning by its pre¬ 
dictive characteristics as opposed to 
mere economic forecasting — then 
surely it is time to rc-examme the fun¬ 
damental question: is our kind of plan¬ 
ning at all planning? When the ques¬ 
tion was first raised at the beginning 
of the Second Five-Year Plan it was 
understood tliat there was going to be 
a process of change in the method and 
mechanism of economic policy imple¬ 
mentation. The public sector in indus¬ 
try was going to gradually squeeze the 
industrial private sector into a corner. 
Agriculture was going to be more and 
more encased in an institutional frame¬ 
work of co-operatives. This meant that 
areas which were at that time left to 
mere indirect influences of planning 
were to be brought within the range 
of direct application of decisions; areas 
where forecasting was the form of 
knowledge of the future were going to 
permit increasingly of prediction. How- 
V>er, since the beginning of the Second 
Plan, change has worked in 
the opposite direction; the scope of de- 
has become more restricted, that 
'*• of fiffecasts has widened. It is increas¬ 
ingly becoming government policy to 
follow the leadership of private sector 
decision-makers rather than to impose 
decisions on them or guide their deci¬ 
sions. 


Let us consider the case of planning 
lor agriculture. In the best of circum¬ 
stances agriculture is a field that gives 
rise to peculiar difficulties with regard 
to the concept as well as implementa¬ 
tion of planning. Even in an economy 
based on totally collectivised agricul¬ 
ture, realisation of targets gives rise to 
special problems because of the veiy 
large nimiber of farms involved and tlic 
uncertainty to which agriculture is sul)- 
joct. There arc however few economies 
with totally collectivised agriculture; 
and as soon as there is at least some 
fraction of farms owned and operated 
privately, there apix'ars the problem of 
how to make micro level private deci¬ 
sion-makers take decisions in such a 
fashion as to cumulatively produce the 
results lepreserited by the macro level 
targets. Of course, the problem exists 
for iiidiistries as well, but il is more 
acute for agricultuic because of the 
lai'ger numlx’r of micro-units, the larger 
margin of uncertainty and the fewer 
means government nonnally commands 
for guiding the decisions of micro level 
dec'ision-makers in agriculture than in 
industry. 

Let us descend from these generali¬ 
ties to the particularities of the Fourth 
Plan and ask ourselves how much of 
planning is meant by the latest five- 
year plan as far as agriculture is con¬ 
cerned. However careful and sympa¬ 
thetic one might lx?, a reading of the 
chapter on agriculture cannot but give 
the feeling that the exercise of target 
setting has been carried out more in the 
spirit of forecasting than in the spint 
of predicting. One cannot avoid the 
feeling that the targets are not at all 
based on any firm understanding of the 
internal dynamics of the growth that 
is taking place in agriculture. They 
represent mere extrapolations of certain 
very short duration trends. It is stated 
that “The farmer responded favourably 
to a combination of good prices, high- 
yielding seeds and adequate fertilisers'* 
and it is assumed that prices would 
continue to be good, high-yielding 
seeds will be used in larger quantities 


and yield ever bigger harvests with the 
help of larger intakes of fertilisers. The 
Plan liases its projections on the success¬ 
ful completion of a green revolution 
which it takes for granted; it does not 
incorporate any guidelines for conduct¬ 
ing the revolution along any desired 
path. 


The New Strategy 

Let us recapitulate in a few words 
tht‘ developments which have taken 
place in the field ol agricultural exten¬ 
sion and which are claimed to consli- 
tut(‘ a “new strategy”: 

(1) the adoption of the package 
principle; 

(2) introduction of high-yielding 
variety seeds peJinitting of 
greater intensity of cropping, 
higher yield per crop but more 
susceptible to pests and diseases, 
absorbing more of labour and 
more of fertiliser inputs; 

(3) establishment of agricultural uni¬ 
versities and organisation of re¬ 
search on a countrywide scale 
in a co-ordu)at<;d fashion; 

(4) the setting up of a number of 
new institutions for providing 
credit, fertilisers and other re¬ 
quisites to fanners; and, 

(5) the introduction of a price sup- 
pint policy for crops. 

As a matter of fart the only thing 
for which novelty or originality can be 
claimed is the package principle. There 
is nothing new in any one of the rest. 
Introduction of improved varieties does 
not signify any new approach to agri¬ 
cultural planning. Surely the improv¬ 
ed varieties would have gone into cir- 
ciilab'on earlier if they had made their 
appearance earliei. The process of new 
inventions making their appearance is 
a discrete one ni time and it may not 
be quite correct to talk of a new tech¬ 
nology just lx?cause there are some new 
varieties of seeds. Even less of a new 
technology is implied by the emphasis 
laid on fertilisers, irrigation water, etc. 
After all fertilisers and water ore tlie 
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very staple food of any crop, of new 
or old variety. Emphasis on research, 
propagation ot knowledge, institutions 
for the supply of iK^cessary' financt* and 
materials — none of these can be con- 
siderc'd as new: there v\ as never any 
€*ffort at clevelopnieiit pioinotion without 
these aspects being emphasised, nor is 
there the least ])il ol oiiginality m any 
one ot the ideas. 

What is uncloubtedly new is soinc- 
tlii.ig for wliich cieilit can liarclJy he 
thinned by planning. That is the fair¬ 
ly important gcaieialisation among the 
agiienltiiral poi:)iilatioiJ of a cerfain 
pioduction mmdediiess, efficiency imn- 
dednt'ss, and profit mindedness. The 
lack of c^itorpiise and lack ol ivc-epti- 
vity to new ideas whjcdi characteiised 
the peasantiy over a very long time has 
given place to the competitive and ac- 
f|iiisitive spiiil, to the will for material 
progress typical of capitalism. This is 
certainly a most mi]ioi*tant plicnoim* 
noil and if anything deserves to he 
chaiacti'i'iscd as a revolution tins 
change m tlie minds of peasants most 
vchrmeiitly does. But then this phe¬ 
nomenon IS not a pait of any strategy 
nor can it be said that it has been 
brought alioiit b\ any shategy. The 
change is one of those deep, far-reach¬ 
ing changes in widely ^>hared outlook 
and attitudes m pc’oph^ that take place 
m history fiom time to time as the 
ciimulativt,' eflect oi a Kanidex ol so* 
cial forces acting Miiiultancnusly upon 
the minds ot people. In this p:uticul.u 
case the change ot attitude of the 1 aim¬ 
ers is a [lUil of (he general pioc't‘ss of 
a capitalist iinpiegiiation ol all s«>eial 
nonns and values and attitudes that is 
taking place under the irnpaLt of tln’ 
development of state capitalism m the 
country. 

The role ot development edfort in 
agriculture m this country has always 
been to make available to the fanners 
the material and financial prerequisites 
of i^roduction expansion. The effect of 
the attitiidinal revolution among farm* 
ers has been only to increase the de¬ 
mand for these prerequisites. There 
has been in response an increase in their 
siqiplv, though not m proportion to the 
inciease in demand. Can this lagged 
response be considered as constituting 
a new strategy? 

But then' is, in the mode of making 
available the prerequisites, something 
new and that is the package principle. 
Tile principle, introdueed into Indian 
planning by its Arneiieaii advisers, is 
to concentrate all the effoits on and 
give all the supplies to those fanners 
and those fann areas that can make 


the maximum productive use of them. 
Between a liackward farm area and a 
mortr advanc'od one the principle is to 
give all the supplies to the latter; bet¬ 
ween .1 rich and enterprising fanner 
and a poor, non-enterprising one, the 
principle is to meet the needs of the 
1(11 met f'vcn if it means that the needs 
of the latter have to be left unfulfilled. 
The justification of the package princi¬ 
ple is that tile package represents an 
optimum combination of the necessities 
of production, as long as there are nol 
enoiigli packets available ftir each and 
( Very tanner, priority in allocation i.s 
to lie given to those vvho can match 
the optimal packet by an optimal dose 
ol effoit and an optimal supply of own 
icsoiirccs. 

W'e are not coiKXimed at tlie momtml 
with the wcllaic conscquericcs of such 
an appioacb, but only with what it 
means’ lor planning. 

Diiuri COiViROi. Only over Supply 

Gwen the role of the planner, namely 
that oi seh'ctivcly siqiplying the pack¬ 
ets, the only quantitative target that 
planning can diiectly control are those 
wa'th legard to these supplies (even 
that, provided the items in the packet 
are availabk* foi supply). It is im¬ 
portant to realise that diiect control 
does not e\t<'nd beyond the supplies. 
The Flan contains target figures for the 
absoriition of different fertilisers, diffe¬ 
rent seeds and credit. Th(.*y basically 
rcprescTil supply targets; they cannot 
be seiiously taken as representing x^ir)- 
jected demands. The Plan al.so con 
tains output targets for tlie different 
crops. They are bast'd on assumptions 
of how the supplied inputs will be 
combined in using. It is not possible 
to liave any idea about the error in the 
assumption. DifFerent groups of farm- 
t'rs will be wanting to comljine inputs 
in different combinations on the bases 
of available suppliers and tbeir intuitive 
anticipations regarding prices. Tlie le- 
snlts of such calculation by an indivi¬ 
dual farmer may be very different 
from what he is recommended to Jo 
under the assumptions of the jiackage 
principle. The planner can go upto 
the point of selecting him or not 
selecting him as one of the recipients 
of the supplies of input items or fin¬ 
ance. In case he is selected he will 
1)0 given supplies in optimal packets on 
the assumption of a certain distribution 
of the inputs among the different crops 
in his fields; but in actual practice he 
might carry out a very different crop¬ 
ping pattern and a very different pat¬ 
tern of applications of inputs. On the 


other hand, if the farmer is not selected 
it does not mean that he may not get 
any supplies at all of many of the 
requiieinents; for there does exist a 
maikct ill them. What w'e are driving 
at is the following commonsense obser¬ 
vation. The various targets for inputs 
and outputs at the micro level are ap- 
pari'ntly arrivfxl at by making some 
very crude assumptions regarding the 
distribution of the supplies among the 
different farm.s within each region and 
the iiioduction lunction.s for the farm- 
ci.s. Knowledge about the production 
functions is however very scanty; the 
prices and other factors that would 
giiitle (he decisions of the micro level 
decision-makers are not taken into ac- 
(onnt with the help of any model by 
the planner; in any case, as emphasised 
earlier, the ijlanncr doi^s not possess any 
instruments for controlling the distrilm- 
tion of various input materials over 
different crop areas. In the circum- 
stanees, even it all the supply targets 
are fullilled, the range for variation of 
possible outimls is going to be very 
large indeed. The best that can be 
hoped lor the quantitative production 
till gets is that they lie within this range. 
Even tliat requires demonstration. 

Planning in the field of agriculture 
thus amounts to the following. Given 
that fanners have been showing a great 
readiness for using improved seed 
varieties, chemical fertilisers, pesticides 
and irrigation water and are generally 
revealing a marked tendency towards 
Xiroduclion and profit-mindedness, de¬ 
velopmental authorities propose to make 
available to them increased supplies ol 
seeds, fertilisers, pesticides, irrigation 
water and required funds (credit). In¬ 
sofar as tliey are to be given by prio¬ 
rity to the “progressive” fanners and 
the pjogi'cs.sivc farming areas, a result 
that is certain is tlie further aggravation 
of the inequality of distribution among 
fanning regions and among fanning 
families. Increased production is also 
a certainty; but by bow much may he 
guessed only with a large but un¬ 
known inai'gin of error. 

The long and .short of oiir argument 
is that the idea of planning as a cohe¬ 
rent, interdependent, and efficient 
method of production promotion 
initting of more or less dependable Jjre\ 
dictions remains just as far at thi be¬ 
ginning of the Fourth Plan as it «^;as 
at the beginning of the First. Ijt. 
marily consists in setting targets repre- 
.senting aspirations; and the quality of 
forecasts about the targets being reached 
is much inferior to their quality in 
even weather forecasting. 





Profedsidnalisatioii of Sociologists 

Yogesh Atal 


THE professionalisation of an academic 
subject is indicated by the quality of its 
social organisation. When practitioners 
of tile discipline get organised into a 
professional association and start to in¬ 
teract with fellow colleagues through 
written media, and in conferences and 
seminars, the seeds of professionalism 
begin to gain ground. Sociology in 
India has crossed this threshold. Prac¬ 
tising sociologists now belong to the 
Indian Sociological Society. Its consti¬ 
tution and its 'managing committee' per- 
foim the iiecessaiy 'gate-keeping func¬ 
tion' to ensure legitimate entry. An an¬ 
nual conference has b4:‘como a distinc¬ 
tive feature of the Society. 

'I'lie ncc'd to consolidate sociological 
infonnatum and to cremate a professional 
fraterrnty round expression in two dif- 
feient ways. The formahoii of Indian 
Sociological Society was the result of 
the initiative taken by the sociologists 
located at the Bombay School of Eco¬ 
nomics, the oldest centre of sociological 
teaching and lescarch. Under G S 
Ghurye’s Icaderslnp and patiunage, the 
Society provided a facility for written 
communication through a journal, 
Sociological Bulletin. The Society occa¬ 
sionally ojgaiiiscd • seminars, the pio- 
ccedings of which were also printed in 
the Bulletin. 

Another group of sociologists, includ¬ 
ing social anthropologists and sociologi¬ 
cally-inclined economists originating 
from Lucknovv', took the bold .step of 
organising all-India Sociological Con¬ 
ferences. As piincipal of the DAV Col¬ 
lege, Delira Dun, K N Saksena played 
host to the first conference. D P Muk- 
h<jrji presided over this Conference, held 
in 1956. The second conference was 
held at Patna in 1957 with D N Ma- 
jumdar as the General President. Radha 
Kamal Mukherjee presided over the 
third conference held at Agra. The 
fourth conference was hosted in 1959 
by the Indian Statistical Institute of 
Calcutta, imdei the presidentsliip of 
R N Saksena. Lucknow was the host 
for the fifth conference in 1960, pre¬ 
sided over by D G Karve, In the same 
^ y^ar, the sixth session was organised at 
‘i'^agar; Kali Piasad's presidential address 
^ read in absentia. 

^Between 1960 and 1967, however, no 
^•^nference was held. Senior sociolo- 
gisls found a functional equivalent in 
seminars — the same familiar scholars 
moving from one seminar to the other, 
thereby visiting different universities. 


This period also witnessed a phenome¬ 
nal growth in the number of sociologists, 
dcpailincnis, and departmental heads 
(Readers or Professors). 

A need si^enis to have been felt to 
resuscitate conference activity. The 
Indian Sociological Society took tlic ini¬ 
tiative, inviting a “Conference of Indian 
Sociologists" at the Tata School of So¬ 
cial Sciences in Bombay, in 1967. The 
assembly fonnally passed a resolution 
linking the current session with earlier 
conferences and calling it the seventh 
in the series. The Indian Sociological 
Society thus lonnally added this feature 
to its activities. The Society President, 
M N Siinivas, chaired the eighth and 
th(' ninth sessions, held at Agra and 
in', Delhi, respectively. The tenth 
sessi(jn was recently conducted (Decem¬ 
ber 26-28, 1970) at lIyd€^^a]Jad (Osma- 
nia University) at which the new Pre¬ 
sident of the Society, R N Salesena, pre¬ 
sided. 

CliANGKD UHElt)mC 

Over the yeais, the style of sociologi¬ 
cal rhetoric has unJergorie vast changes. 
The first phase of confeienccs had a 
cliffeicut flavour. The discussions wcie 
divided into four disciplinary divisions; 
sociology, social anthiopology, soci.d 
psychology, and social demography. In 
each of these ru'cas, some topics were 
specified on which delegates contribut¬ 
ed papeis. Fhich section had a presi¬ 
dent who began the proceedings with 
the leading of u prepared “presidential 
address". A sc.ssion was devoted to 
t'ach ol the four sections and everymie 
participated in each one of them. 

The 1967 session depaited from this 
practice. Sections were leplac'ed by 
panels. The organisers invited chair¬ 
men to contribute “addresses"; specia¬ 
lists in the sub-areas chosen were ap¬ 
proached to write working papers, or 
to serve as discussants. Non-official 
papers were also entertained. The 
same pattern continued at Agra. But 
in Delhi, chairmen's addre.sses were 
dropped. The institution of discu-s- 
sants w'as abolished. 

The first series of conferences lacked 
a permanent organisation and did not 
succeed m their attempt to start a 
journal. The Indian Sociological So¬ 
ciety had ^ a membership as well as a 
journal, hut could not convene a con¬ 
ference. The merger of the two sets 
of activities is indeed a watermark in 
the growth of the profession in this 
exjuntry. 


A careful analysis of the topics dis¬ 
cussed at the earlier series of confer- 
<-nces provide.^ a clue to the develop¬ 
ment of the discipline. Analysis of the 
aitides published in the Bulletin com¬ 
plete the picture. The conference 
papiirs mostly concentrated on empiri¬ 
cal studies of village India. The arti¬ 
cles, published in the Bulletin during 
that period by and large had a macro¬ 
scopic perspective, with an urban and 
an Indological bias. 

The new series of c*onfeiences, ini¬ 
tiated alter a break of seven years, 
dearly illustrate the new concerns of 
sociologi.sts. Rather than analyse in 
teims ol water-tight compartmentali.sa- 
tion, the conferences began to delihe- 
late more on the newly developing areas 
of iiilere.st. This is evident in the 
titles chostai ioi various panel discus¬ 
sions. At Bombay, the delegates di.s- 
<iiss<'d Educatkm and Social Change, 
Sociological pnj-i equisitcs ol a Demo¬ 
cratic Polity, and Industrialisation and 
it.s Social (von.sc(]iienccs. In Agra, tlie 
paiK Is were; J^olitical Sociology, Chang¬ 
ing Pattern of Social Stratification, and 
Religion and Modeniisation. In Delhi, 
a panel was devoted to Gandhi (thanks 
to the Gandhi centenary year); another 
was on Science, Technology and So¬ 
ciety (chosen because the venue of the 
conference was tlie Institute of Tech¬ 
nology); the third was on Sociology of 
Kinshii); the louith on Sociology of Re¬ 
ligion; the fifth on Education and So¬ 
ciety, and the sixth on Teaching of 
Sociology in Regional Languages. An 
open panel discussed other papers which 
did not fit in any of the above. A 
‘round table’ was organised on ‘Sociolo¬ 
gists and the Contemporary World' in 
which a select group of inteniationally- 
known sociologists — both Indian and 
foreign — participated. 

Panels at the Ifyderahad session 
w’cic devoted to ‘Sociologies' of new 
variety. Pursuing a suggestion made 
by the Cential Minister for Education, 
V K R V Rao, in his inaugural address 
to the ninth session held in Delhi, the 
Society tlecided to devote a i^anel to 
Sociology of a Socialist Revolution. 
Thanks to the financial support from 
the Ministry of Home Affaii.s, a panel 
discussed Sociology of National Inte¬ 
gration. Anothei panel was devoted to 
the Sociology of Social Oiganisation. 
The organisers dropped the panel on 
Historical Sociology' owing to poor res- 
X>onse. Instead, two special .sessions 
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wore convened to discuss (i) the role of 
the ICSSR in promoting sociological 
research; and (ii) Economic Develop¬ 
ment and Social Change. 

Selection of themes for dis(‘ussioi), it 
appears, has been guided by mie of two 
criteria: (i) whether they rcdlect con¬ 
temporary trends in research; (ii) in 
order to initiate new trends. Initially, 
the conference's served the innetinii of 
bringing togt'ther the researchers work¬ 
ing in the same field. With the in¬ 
creasing divci.sifiealion ol int('rests and 
the ^endency touaids specialisation, tlie 
conleicnees sirite 1967 have hugely 
;i!;teinpted to initiate new trends. The 
Hyderabad confeienre had all the 
panels govern<‘d by this second crite¬ 
rion, and it failed thereloie to go bc- 
yotid siirfaix^-scratching and spade¬ 
work. Desire to ‘modemise the dis¬ 
cipline’, to ‘keep up with the Joneses', 
proved a weakness, and undennined 
sophistication of discussion. 

In the panel on Sociology of Social 
Organisation, for instance, what came 
up for discussion was n<it social orga¬ 
nisation as it IS traditionally under¬ 
stood. Instead, the papers dwelt on 
some aspects of the so-called “modern" 
or “complex'* organisations. Defini¬ 
tional e.xercises did not go beyond Peter 
Blau ami Amitai Elzioni. Preliminary 
analy.ses of workers’ commitment and 
the “changes in the organisational 
structure in the villages" were pre¬ 
sented. A paper sought to explicate 
the implication of the ‘committee sys¬ 
tem’ and ended with a warning that 
docentialisation does not, by itseB, 
guarantee efficiency. 

Yet the ‘otxm panel' provides some 
clue to the cm rent lescarch interests of 
sociologists. Papeis not covcrc'd by any 
of the chosen themes were discussed in 
this panel, covering a wide spectmm 
from analysis of family to that of juvie- 
nilo delinquency, irrigation facilities in 
Punjab, family planning, and legalisa¬ 
tion of abortion. A paper analysed 
the linkage between social class and 
educational aspirations; another exa¬ 
mined the relationsliip betw'cen socio¬ 
logical problems and social crises, 
focusing primarily on the mcthod«do- 
gical issues involved. 

SocioLOGiCAi. Approach to 
Integra'iion? 

Panels on Sociology of National 
Integratimi and on Sociology of Socia¬ 
list Revolution, attracted larger congre¬ 
gations. As many as 28 pai>ers — 
some pseudo-sociological, some em¬ 
pirical, and others programmatic and 
cncthodulogical — were contributed to 


the panel on National Integration. In¬ 
disputably, sociologists have shown 
concern on this vital ‘national problem'. 
One niQ}', however, question the socio¬ 
logy ol it. Questions were raised to 
fhallenge tlie basic assumptions. Some 
wcic sceptical about defining the pro¬ 
blem. Is' there a sociological approach, 
as against other approaches, to national 
integration? Is the intent tliat we have 
a sociological analysis of the problem 
or that we create a branch of sociology 
devoted to thi.s topic alone? Those 
not K'garding this area as problematic 
argued that conflict is not always 
dysfunctional. Others wanted to clearly 
spi'll out the concept of an ideally 
integrat'd society. Tlie opposition bet- 
wcH'ii social integration and national 
integration was considered. Partici¬ 
pants came out with recipes. One 
working paper sermoned that local 
communities be first integiated to en¬ 
sure integration at higher levels. Other 
w cll knowii prescriptions were: (i) en¬ 
couragement to non-orthoilox Hindu 
elements; (ii) removal of economic 
stagnation; and (iii) evolution of inte¬ 
gration rather than foicing it through 
coercion. The discussion lacked intel¬ 
lectual rigour and employed decrepit 
clicht's. 'Phere were some, however, 
who found stimulus for further research 
in tin's field. 

There was aigument over ‘exmnnis- 
sioning' of studies' and there was a plea 
lor ‘academic freedom’ and for ‘com¬ 
mitted’ participation in the panel on 
Sociology of Socialist Revolution. While 
this panel attracted the largest audience 
and generated an animated discussion, 
it failed in its intent. A delegate 
rightly remarked that it was “a good 
start with a poor prepaiation". 

Significantly, the papers presented in 
the i^anel did not attempt analysis of 
any socialist revolution. Committed 
‘Marxist scholars* sought to utilise the 
forum to give a clarion call to ‘fellow 
comrades’ and to hopefully convert a 
few others. Tliey interpreted sociology 
of socialist revolution as a synonym of 
‘Marxist sociology’ or even ‘Soviet so¬ 
ciology’. Rather than analyse socialist 
revolution, they sought to analyse Marx 
— adding nothing very significant to 
available interpretations of the writings 
of this most seminal thinker; in theii 
zest, tlicy argued for a revolution in 
sociology — a revolution to refute 
‘establishment-oriented* sociology and 
replace it by the sociology of Marxist 
variet)'. One of the speakers went on 
to assert that sociologists do not pos¬ 
sess skills (Marxist scholarship) nec'es- 
sary to study socialist revolution. 


Structural-functional approach was con¬ 
demned. Value-free social science, 
laying emphasis on objectivity, was 
unacceptable to this style of thinking. 
A prescriptive, de-ontologiqal, blue-print 
approach characterised the argument. 

Another set of scholars felt consider¬ 
able unease with such a demagogic 
polemic. They argued that the panel 
was not an invitation to replace one 
sociology by another, but to expand 
the scope of it to make possibly an 
analysis of revolutions. The right ques¬ 
tion to ask, according to them, was: 
whether sociology has the necessary 
conceptual appaiatus and adequate re¬ 
search tools for this undertaking? There 
is a wide spectrum of activity ranging 
from Naxalism to socialism of the Con- 
gress(O) variety. There is a need to 
idenbfy the factors that have prompted 
practically all the political parties in the 
country to adopt this slogan. A sys¬ 
tematic content analysis of thQ various 
shades of socialism-preaching ideolo¬ 
gies, and their comparison with the 
actual behaviour of these parties is a 
suitabh; agenda for sociological re¬ 
search. That the so-callcd non-Marxist 
sociology is cxmipetcnl to handle this 
problem cannot lie denied. Moreover, 
analyses of revolutions have been at¬ 
tempted by sociologists and the conclu¬ 
sions arrived at can be put to further 
empirical test and verification. It was 
forcefully argued that it is possible to 
W'ork out social political and economic 
costs involved in each of the several 
kinds of socialist revolutions contem¬ 
plated in the coimtry. An understand¬ 
ing of the existing social structure is 
essential not only for the protagonists 
of the status quo but also for those 
who wish to revolutionise it. The hard 
and soft points of culture and social 
structure must be known to the person 
planning to engineer a social revolu¬ 
tion. Sociological infoimation, thus, 
may be u.sed both by the conservatives 
and the radicals. 

A special panel on Economic Deve¬ 
lopment and Social Change — consti¬ 
tuted by two American anthropologists 
(Lynch, Mencher), a German sociolo¬ 
gist (Thomas), and an Indian sociologist 
(Singh), and presided over by Adrian 
C Mayer of the London SchtK)! of Afri- \ 
can and Oriental Studies — generate'itl^, 
fruitful discussion. Keeping themselves , 
anchored to the field of their sb be- 
Owen Lynch and Joan Mencher dii(^ 
cussed the social changes occurring in 
specific conununities as a consequence 
of economic development Lynch 
selected two migrant groups from the 
city of Bombay, both belonging to the 
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culture of poverty. M<nicher detailed 
some processes of social change in 
South Indian villages knovMi to her. 
Thomas pleaded for a clear explica¬ 
tion of tlic concept of economic deve- 
lopnuMit — a concept given hy ‘Vom- 
niunists and ni)(|iiestioningly accepted 
hy sociologists'*. Having steel mills, or 
more factories, nr a highci per capita 
income is not what oconojnic devt'loj)- 
rnent should signify, according to him. 
lie aigiied foi a model — a concrete 
iitoiDia — which would ensuie the low¬ 
est 15 i)er cent of tlu* pcjpiilation a 
right to liv<‘. It must woiiv llu' soeio- 
logist that even lh(^ veiy lich countiics 
have a v('iv poor ininoiity of 10 to 15 
per et'iit. 'I’lie vacuum nr eliaos creat¬ 
ed by social change — a .soit of non- 
slructnrc — ought also to he studied. 
Available tools aie not adequate for the 
piiri)os(\ binadl> agiceing with Tho¬ 
mas, Vogeiidia .Singh d\\e‘It on the 
conn'pl ol, social chaiig(‘, which ho 
d( fined as basic' liansformalion ol the 
systcan ol social stiatification. Stable* 
socie(ic*s ol the advanced vaiiefy have 
nistitulionahscd palteins ol mobility; 
the developing socictic's have*, ire^iated 
proc(*ss<'s ol mobjlesatujn. Theici \\'as 
an im]ilicit u'roinmendafion lor the 
sliid> ol mobility .md mobilisation 
within and acioss iIk' soeM'tn's. 


ICSSb’s bofu 


With tlw sotting nt> of tfie Indian 
Connell loi Social .Sticnce Keseaieh 
(ICSSH) undi'r the aegis of tfie Minis- 
t'y ol Kdiication. soei.il xeic nec's in tlie 
eonntiy }ia\e ae<]nirod oHicial recogni¬ 
tion. Tliat till' so* i.il stic-ntists showed 
interest 111 the* working of the Council 
was not mie\pccte‘el. \\h,il loh* can 
tin* ICS.SK pia\' in the giowth ol so¬ 
cial scie'iices rn tlii' eountiyr' An 
attempt to answer ties ejnestion loi 
sociology aiul social anthiopologx' was 
made dining the llydeiabaci eonleicMice* 
in a special panc'l uiidea the chaiiman- 
sJn'p of tile ISS Picsident. Sociologists 
generally welcomed the^ establishment 
ol the K’SSR. Jhit tlu>' caulierne'd that 
th<‘ autonomy of the .social sci(‘ntist 
may not get p-opanliM'd under the* 
hirin of govenim^'ntal money, being an 

f on.«jinc)Us (iigaiusatieni, no immc'dialc' 
blem Jor such an apiiie-hcnsiem Wii', 
It was pleaded that it is 
ccitaii^ possihh' to ava l ol fiiianeiitl 
and yet retain autot»e>iny. J he 
need fer*' funds (‘annot be* denied, and 
the JCSSR as a major financier has to 
bo wclcomcfl. There was, however, a 
refutation of the idea that Unancia) 
suppoit Irom other .sources be stopped: 


In tlio interest of jueserving autonomy 
and acadanic fieedoni, inesence of 
alternative si^onsors should be encour¬ 
aged; this would create a comp<*tilive 
enviionmcnt and cm tail the chances ol 
any agency Iicvoming a inonojioly. It 
wa.s also aruged that the ICSSR she^uld 
not be- rcdut‘t*d to a mere limd-giviiig 
age'ncv. It wemld have to plaj- a vital 
role in tlu* pioinohun ol social science. 
Their wtie s(-v<*ial speakeis who did 
not lavoui expensive piojeets. Rig 
pioje'cts do not necessarily e'nsnie* epia- 
hty lescaiefi. foi they are* motivated b\ 
r\lia-aeadc'inie leasons. A big budge't 
can iK'come a status symbol, and be 
used to provide* eiiiployin<*nt to In-sb 
graduates in the* natiiie ol .i ‘waiting 
allowance*. The i(*seareh woik and the' 
final re'poit done by the iie:)vices is 
then submitted uikI«t the l^roject l^i- 
ic'etoi's name who is, more* often than 
not, a mc'ie* ‘inanagc'r of funds' .me] an 
aelministratoi ol ie*se*aieh’. .Small re¬ 
search grants to gc'nuine seholais - - 
\oiing leetmc'is in (he; miiveisities .md 
(ollegcs --- iiee'ds lo lx* e'neoinag(*(l. 
IC^SSR must take' iijxin itsc'lf the* task 
ot tiaimng the- le'.eaich pe*rsonnel In 
organising slioit-h'iin eonise's lor the' 
(ollege* te'aehe'is. The* ])ic'se'nt Jiro- 
inainmc of stock-taking e'\('ie_ises in 
vaiious social scie'iices slie*uld Ix'eoim* 
a pe'iinanent leatuie*. Inte‘imitte*nt 
stock-taking will help the* fCJS.SR to 
locale* tlie ‘empty boxes’ and tlie'ieby 
to settle the* (iiie'slion ol piionty. The* 
piolession will be* he'ljxd b>’ a leady 
It leTe’iici*. 'rhe liiidmgs ol Ji'seaicli 
will thus e'lite*! the? leaching cuvnenla 
-- at iiresc-nt, the* gaj) betwe*eii teach¬ 
ing and curie'iit lewsuch findings is 
enoi inoiis. As a leseaicli jiiemiotioii 
activity, K'SSR should join hands wifli 


UCJC and vvoik out a plan for giving 
a sabbatical to the tc’aching staff. Cur- 
lently, in most castxs, leseaich is a 
summer-time activity, and even then, 
provided one is not loaded with exa¬ 
mination Weak; and sabbatical is grant- 
<*d when one* has to visit another 
connliy. This ought to be stopped. 
Facilities should be* provided to soc*ial 
scientists to visit different paits of the 
c*ountiy and to e'oiiehiet cTos^-sub-eultu- 
lal stiiilic's. 

The pioposal mooteei by the sc'ininar 
ol sociologists ill Delhi jegaiding the 
se tting lip ol ,i slanehng eoinrnittee by 
the KkSSR found lavom with the dc'lc- 
gates. It was snggeste'd that a feeh'ia- 
lion ol all tlu* sl<mding coumiitte'es — 
one* c'.ieh (oi e*;U'h of the social sciences 
eliseiphiies — lx* lornu'd to provide* a 
(ommon plalloini foi mteiaetion and 
deliberation. Otlui sugge'stions includ- 
e*el se tting uj) ejl a data bank, creation 
eil .1 pool ot social scientists, and en- 
comag(*miMit ol intei-diseijdmaiy !<*- 
scaiLh piojf'ets. 

I'he ne*\t eenile*ie lie e* is le) bi* held in 
Mmu'daliad, with tlu* (Injaiat Univei- 
sily iilayrng host. Se'veial topics 
mostly urw aieas - - lor panel disciis- 
Mons wf'i'e* ieL(Hnmende*(l It would b<' 
iise'lnl il Msc'aiC'hes cune*ntlv c'ariicd 
out by' soe'iologisi> find lellection in tliu 
deliberations oJ the* conlc'ieiice, Jt is 
amply de'nionsliate d that nie'ie inclusion 
ol a lu'w topic' dejes not ge:nu*ijte iin- 
iiu'diate ie*seaich mleirst. *rhc deparl- 
uie. iroin luial sociology in which India 
has mailc a distinc'tive conti ibution, is 
in this context a pity. Sociologists 
ne<*d to ask thrmsedve's whether they 
beeonu* mode*rn by discussing things 
that air* new but f)ii whicli wv have 
little* to offi'r? 
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FROM THE C^AIR 


Indian Oxygen Limited 

Slateineiit of the Chairman, Mr !V Dandeker 


THE following is tlic Statement of Mr 
N Dandeker, Cluiirnian, Indian Oxygen 
Limited, which has been eirculaled to 
the Sharelioltlers along with the Com¬ 
pany’s Annual Repoit Jor the \eai end¬ 
ed St'ptembei 30, J070. 

Since our la'^t Annual C.'eneral Meet¬ 
ing, the Fourth f'iv(‘-Vear Plan has 
be(*n finalised, setting th(' nation’s cour¬ 
se to leaeh tlu- goal of an acceleratetl 
iini)r()vcineiit in the standard of living 
of the people thiongli measures cakai- 
lated to promote growth consistent with 
s(K‘ial and economic' justice. 

The year under review witnessed 
continuing eoonojnie icvival in the 
country. Foodgrains prodiietioii was sa- 
tisf.ictoiT and a sense ol confidenei' 
marked the lutnif* outlook on the food 
fiont, Indnstiial production continued 
to grow, altlioiigh at a rate consider¬ 
ably lower than that c'stimatcd in the 
Fourth Idan. The sliiel curb on iinpoits 
had a favourable impact on the coun¬ 
try’s ])alanee of paymnits and the for¬ 
eign exchange reselles wcic higher. 
But cxpoits we re adversely affected hy 
various circunislanc'C-'s including shipment 
difficulties due to labour unrest at some 
ports; liowcvc'i, given a certain degree 
of stability in the supply of materials 
and the pioduction ol goods, tfiere is 
no ground for despomU'ncy e'ven though 
the annual growth late of 7 per cent 
envisaged for exports under the Fourth 
Plan is generally aceei)t»'d now as toi^ 
high to he realistic. 

Tile gemaal trend <jf improvement 
was, however, weakened hy certain un¬ 
fortunate developments. Acute- shortage 
of certain categories of steel hindere<l 
industrial activity. Prices have coiitiiiued 
to rise and the wage-price spiral gives 
cause tor anxi<;ty, especially in the con¬ 
text of a siihstatitial rise in the non-de- 
velopnu'ntul expe^nditure of the Govern¬ 
ment. It is now he>ond doubt that the 
price rise was due largely to the slow 
rate of economic grow'th resulting from 
stagnation in capital fonnation in the 
private s(»etor. The fiscal and eetmo- 
inlc policicN adopted hy the Govern¬ 
ment in its relentless pursuit of imprac¬ 
ticable radicalism brought about an at¬ 
mosphere of uiierTtainty and indecision 
in adininistiative ciicles, thwarting all 
significant efforts for growth in the pri¬ 
vate sector. Nevertlif'less, there was a 
considerable increase in the number of 
industrial licence applications submitted 


to Goveinineiit during the yeai under 
n*vlew, indicating that rlespite all ob¬ 
stacles erilrepieiieiirship was not lacking 
in the ctuintr). The heavy over-siib- 
M liption of s(*veral efpiity issues made 
vs’illihi llu‘ same period gave rea.son t(; 
hope that woithwhile projects would le- 
ccivc adequate financial supi^ort. \et 
neitlu'r the entiepreneur nor the inves- 
ttir liad a fair opportunity to make his 
eontrihution to the industrial develop- 
iiu*nt of lfK‘ eountrv'. Unsettled labour 
conditions in many parts of the countiy 
and tlie resort to agitation li> Govem- 
iiK'iit einp1oy<*es, l^oth at the Centre and 
in several States, accentuated the cli¬ 
mate ot iiidi.sc'ipline and unrest inimi¬ 
cal to healthy economic growth. Poli¬ 
tical instability at the Centre and in se¬ 
veral States peisisted. Law anil ordc*r 
detei ioiated, particularly in West Ben¬ 
gal, wheie there was widespread resoit 
to violence, which in its turn brought 
about a marked decline in industrial ac¬ 
tivities. The seiiousness of the situa¬ 
tion IS well known and need not be 
(inphasi.M’il lieie. We hav<" a spec'ial 
eimcerii loi West Bengal as a very l.uge 
number ol the Company’s emplov<*es ;uk1 
their families live in this State, wbeie 
a substantial part of the Conij^any’s ca¬ 
pital is invested. 

SAr.E.s 

The coiilmued revival in the economy, 
(wen though at a low tempo of industrial. 
ac'tivity, was reflected in the Company’s 
turnover for the year which at Hs 17.37 
eiores was Rs 1.51 crores high<*r th.ni 
in the previous year (Rs 15.86 croie ) 
IiTHirnved sales were achieved at all the 
C^oiuiiany’s branches. 

Higher sales w'ere achieved of nearly 
ull products with a significant increase 
in those of industrial oxygiMi. Sales ol 
dissolved acc'tylene were, howev(*r, dis- 
ap|:>ointing; with successive incieases in 
the price of calciiim carbide, the /inaiii 
raw material for this product, it was 
not possible to improve sah-s in coni- 
pt‘tition with other fuel gases. The im¬ 
position of excise duty on calcium car¬ 
bide hy the Finance Act, 1970 made 
the situation worse. The upward trend in 
sales of electric welding equipment and 
consumables was maintained despite the 
limited availability 6f steel plates with 
many of our customers. Sales of medi¬ 
cal gases were satisfactory but those of 
equipment suffered due to restricted 


availability of matching cylinders. 

Our cffoits to expand and diversify 
our export sales continued and 1 am 
pleased to record that the export turn¬ 
over for the >ear was 43 pdi- cxMit 
higlK’i th.m in the previous year. We 
continued to export nitrous oxide, argon, 
other indu.stiial gases and elei'trodes to 
several countries m Soutli-Ea.st Asia, 
West Asia and East Africa. We also 
exported a number of our popular 
anaesthetic apparatus to Burma and a 
small iiuanlily of manual arc welding 
electrodes to UK. 

l^oiTT, Taxation and Dividend 

The profit for the year, aftpr provid¬ 
ing depreciation of Rs 83,98,000 (pre¬ 
vious year R.s 97,71,000) amounted to 
Rs 1,90,21,031 as against Rs 1,51,82,9-18 
last year. The increase in profit w^as 
mainly due to rise in sales. 

The tax provision for tlic year 
amounted to Rs 1,14,00,(X)0 (previous 
year Rs 92,00,(X)0), leaving a net pro¬ 
fit of Rs 76,21,031 as against Rs 
59,82,948 last ye*\r. After taking into 
account an amount of Rs 36,00,000 
which had beim rendered surplus out 
of tax provision made in earlier years 
and transfirrring Rs 3,.50,000 (previous 
\ear Rs 7,00,000) to Development Re¬ 
bate Reserve and biinging back from 
tills account Rs 13,00,000 (previous 
>ear Rs 12,(K),000) now released, the 
amount available for appropriation was 
Rs 1,21,71,031 which has been truns- 
feried to General Resirrye (previous 
yi ai Rs 64,82,948). 

Your directors have decided to re¬ 
commend the iiaymeiit of dividend, 
out of General Reseivc, at the rate of 
14 per cent (previous year 12 per cent) 
subject to deduction of tax. This slightly 
enhanced ^ate of dividend is ju.stificd 
both by the increased profits of the 
>'ear and the ivlatively comfortable 
ways and means jiosition of the Com- 
pany. ^ 

FiNANf .E AND SlIAHE GaPITAI .^ 

- During the year under review Jtlie 
Company made a further repaymAt dV 
Rs 78,00,000 against the MeMjttm 
Term Loan granted by Fun jab 
Hank. An amount of R.s 4*5O,480F 
repaid to The Baritisb Oxygei^ Co)fn‘ 
pany Limited Against tlie loan gV^txixf 
|jy them, ^ ' \ , 

ShBreboklorj will 




appointed that the question of granting 
consent to the Bonas Share Issue (ap¬ 
proved by them at the last Annual 
General Meeting) is still pending with 
the Controller of Capital Issues. Among 
the several matters under discussion 
with him in this connection is that of 
having to conform to the ‘additional 
guidelines' ctmeeming such Issues an¬ 
nounced by the Govenanent after the 
submission of the Company's applica¬ 
tion to the Controller. However, it is 
hopcil that a final decision may be 
reached in the near future. Mean¬ 
while, cfitain consequential alterations 
in the lb\sohjtion passed on this subject 
at the last Annual CcFieial Meeting 
have becoMH* necessary; and the direc¬ 
tors reeciflnniend them tor \our appro¬ 
val. 

DluVfCl.OPMKNT AND EXPANSION 

In iny Statement last year I men¬ 
tioned tli&t several aiiplications of the 
Company lor industrial liceiici's were 
ponding with the Government. I le- 
gret to stale that except lor a licence 
to manufacture open arc cc.atiiiuous 
electrodes at Ainbattur factory, the 
Company’s pioposals have not been ap¬ 
proved l)v the Government. 

While the C^oinpany’s <Jwn technical 
eentic in Calcutta ciontinued the woik 
of process/pr(;diict clcweloinncnt suited 
to local conditions with satisfactory 
results, the Goveruinent has not y<'t 
given consent to the Company’s appli¬ 
cation for approval of its Joint Re¬ 
search AgrcjKPmcnt with The Rjitish 
Oxygen Company Limited to take ef¬ 
fect frmii 1 October 1969. The pro¬ 
posed agreement would make available 
to the Company the lull range (d 
technical know-how and expertise of 
British Oxygen for a nominal contribu¬ 
tion towards the actual expetuses they 
incur on research and development. 
Unlike during the currency of the 
previous agreement which expired on 
30 September 1969, the Company is 
now no longer entitled to receive free 
and full technical collaboration from 
British Oxygen. This may make it 
necessary for the Company in future to 
spend large Sums on research and de¬ 
velopment projects which might well 
bay6 already been completed iP l^e 
research establishments pf British Oxy- 

^md wHldb. for a^nomil^lv annual 
p^y^ent would be available tp the 
/^k^any. 

1 ^gret to have to say that the 
future development and expansion of 
the <ik)mpany is how uncertain because 
of the tkiy^ment's nevv industriel 
r SbJjcy Ji iMAVily biased 


inter alia against subsidiaries of foreign 
companies and companies which are 
'dominant undertakings* within the 
st‘ope of The Monopolies,^;fnd Restric¬ 
tive Tiade Practices Act, 1^9. Instead 
of benefiting from the p^^ion of fin¬ 
ancial, technical and managerial com¬ 
petence which, with British Oxygen's 
full support, this Company has attained 
by l(mg years of service to the engine¬ 
ering industry in meeting the country's 
needs for certain essential products, it 
now runs the risk of being denied 
legitimate scope for fialher develop¬ 
ment. It is ironical that whereas, on 
lh<^ cTiie hand, thi; Coverninciit evinces 
gieat c-oncein for expanding both em¬ 
ployment opportunities and production 
in the country, it adopts policies which, 
on the other hand, curtail the scope for 
compaiiics of proved ability and le- 
soiirces to grow and thereby to cieatc 
more employment and increase pro¬ 
duction. While one must support, as 
ind<"ed I do, all efforts both by legisla¬ 
tion and by the official direction of in¬ 
dustrial policy to restrain those mono¬ 
polistic and restrictive trade practices 
which operate to the detriment of the 
public interest, it is plainly folly to 
pcmalise successful industrial cndeavuui 
merely because it is successful. 

Hou’cver, desi^ite tlic discouragement 
inherent in the current official policies, 
the Company has undertaken the task 
of preparing a comprehensive expansion 
plan for the next few years within the 
limitations of those i>olicies as far as 
practicable and bearing also in mind 
the' Plan priorities and the generally 
acknowledged urgent needs of Indian 
industry. The plan is likely to Ire 
submitted to the Goven)ment early in 
the new year and it is iny earnest 
hope that it will l^e considered with 
realism and proper appreciation of the 
pressing need for accelerating indus¬ 
trial grow'th and expanding einploynunt 
opirortunities. 

Management and PEnsoNNEL 

I have referred earlier to the unsettl¬ 
ed labour conditions and unsatisfactojy 
law and order situation prevailing in 
many parts of the c'oimtry, particularly 
in West Bengal, during the year under 
review. Against this background and 
the unfortunate rivalry among employees 
owing allegiance to different unions, the 
industrial relations at the Company’s 
units during the year should be consi¬ 
dered to be satisfactory. Except f(^r 
prolonged go-slow at Asansol gas factory 
from May to July 1970 and at Calcutta 
gas factory in June and July 1970, both 
of wbi^ serk>us]y affect the Com- 


pany's operations and caused great hard¬ 
ship to our customers, there was no 
major dislocation of work at die Com¬ 
pany's remaining units. 

I referred in my Statement last year 
to settlements reached with unions on 
issues relating inter alia tn work study 
and productivity. It is a matter of re¬ 
gret that despite all efforts on the part 
of management there was no improve¬ 
ment in productivity at some units 
where the existing low productivity is 
causing serious concern. An encourag¬ 
ing development during the year, how¬ 
ever, was the genuine efforts made by 
the employees and their unions at 
some of the other units to imxxmve 
productivity and fulfill other obligations 
arising from onr various settlements 
with them. 

During the year under nwiew atten¬ 
tion was giv(‘n to the revision of ser¬ 
vice conditions at our uhits which was 
the suliject of several ‘charters of de¬ 
mands’ su])initted by the federations 
and unions representing the employees. 
The Company and one of the tw'o 
ffederations of the*, employees’ unions 
jointly approached the Ministry of 
Lahoiir and Employment, Cioveniincnt 
of India, to refer these demands to a 
National Tribunal for adjudication, but 
this retpiost v\»as not granted by the 
Governinent. Conscfjiiently, the Com¬ 
pany w'as obliged to take rectnirsc to 
bipartite discussions with the accredited 
representatives of the cmployt^es at 
various units. Ilow-evcr, I am glad to 
say that settlements were reached dur¬ 
ing the year in respect of the majority 
ot the Ckunpany’s units; at the remain¬ 
ing units negotiations aie still in pro¬ 
gress. 

Bonus for the yt^ai 1968/69 was 
again payable only at the statutory 
mininuim rate under the provisions of 
The PaN'inent of Bonus Act, 196.5, But 
after cliscussifFiis with the lepresentu- 
tives f)f all vvorkiiKMi a satisfactory 
settlement was signed in Aj^ril 1970 
covering an ad hoc payment, comple¬ 
tely separate from bonus, of Rs 19 
lakhs to he disbursed among the grad- 
etl staff who were in the Company's 
employment during the year H)68/69 
in pr<n)ortion to the salaries/wages 
eanuid. I must not omit to mention 
in this coiiiieetion that during the nego¬ 
tiations in respect ot service conditions 
and bonus the discussions W'ere lield 
in an atmophere of cordiality. 

During the years of the recent eco¬ 
nomic recession in the country', the 
supervisory and rnonagemeiit staff of 
the Company has had to work undei‘ 
considerable stress and strain. The 
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generally unsettled conditions persisting 
in many parts of the wuntry even after 
the beginning of the process of eexmo- 
mic revival did not relieve their burden. 
1 would like to record here our ai)pre- 
ciation of Iheir loyal services and devo¬ 
tion to duty ill their detennined (‘tfort 
to face the challenge of the tiirjos. 

Mr A K Sen, v\ho has been Manag¬ 
ing UirecttJf ol the Coiii{)any sincr 1 
June 1959, retiu’s Iroin th(; seiviee of 
the Company on 31 March 1971. Mr 
Sen has Ixx'n with the Coini)any all 
his working life, starting as an Ac¬ 
countant on 1 September 1938. Jlis 
is a imkjue record of distinguished 
service to the Omiiiany: many spheres 
of its activitu's will continue to hear 
a distinct imprint ot Mr Sen’s high 
abilities and fine rpialilies of mind and 
character. Jinring his term of ofliee 
as Managing Diieetoi, thei<‘ has l)ef‘n 
remarkuhle growth in tla* Company’s 
undertaking ami hi; has \a’c 11 laid the 
foundations for its tutiue growth. It 
is imhi'cl very litling that during his 
last year of seiviee with the Company 
he should liave been paid the honour 
of being elected Piesident of The Ben¬ 
gal Chamlx'r of Commerce and Indus¬ 
try. Mr Sen proceeds on well-earned 
retirement from the daily routine and 
heavy respoiisihiliti<*s of executive 
numagenient; hut I am sure that liis 
knowleilgc, expeiicnce and skill will 
continue to he .ivailahk* hi the seivice 
of Indian imlustiy. In recording our 
appreciation and gratitude to Mr Sen 
for his valuable contributions whilst in 
the service of the Company, vve also 
extend to him our best wish(\s for re¬ 
warding and satisfying activities for 
many more years. 

The shareliolders have already h^^cn 
informed that Mr K Hartley, Joint 
Managing Director, has been appointed 
Managing Director of the Company 
with effect from 1 April 1971. In ad¬ 
dition to his undoubted c’ompetence, 
Mr Hartley brings to this appointment 
long experience of the Comi)any*s 
business and an intimate acquaiutaiic'c 
with its current affairs and proldems. 
The shareholdt'rs will no doubt extend 
to him full support and good will in the 
discharge of his new responsibilities. 

PnOSPECTS 

I have mentioned above that the 
Company is drawing up plans for de¬ 
velopment and expansion over the next 
few years; but in our controlled eco¬ 
nomy the final say rests with the Gov¬ 
ernment. Although we hope that m 
the wider interests r>f the country our 


plans will evoke a sympathetic response 
from the Government, the present 
circiunstances prevent me from abjiuring 
all misgivings on this account. Granted 
encouraging Government response and 
a (xatain degree of stability in law and 
Older and in labour conditions, we are 
poised for significant growth of the 
Company’s iiiukTtaking. 

What about the immediate future? 
As I mentioned in my Statement last 
year, some spaie production capacity 
is still available in respect of several 
of our products. This places us in a 


position to meet additional d^atida for 
these products. If the Companyope¬ 
rations remain more or less normal and 
the demand level maintains its present 
trend, we should hope for satisfactory 
working results during the current 
year. 

N Dandckeh 
Chairman 

28 November 1970 

# 

Note: This does not puriiort to be a 
recoid of the iJroccedings of 
the Annual General Meeting. 
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Over the Vichyssoise, 
he said, “Impossible.” 

During the Chateaubriand, 
he smiled once and said, “May be.” 

Finally, sipping his Turkish coffee, 
he said, “It’s a deal!” 


Business lunches go better at the Rendezvous. 
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We think our workers are 
entitled to more than a fair deal. 
So, in addition to job security, 
they enjoy many other benefits, 
a number of welfare amenities. 

But this is not all. 

We also recognise the workers* 
need for self-development by 
offering higher job opportunities. 





To make promotions impartial, 
we have qualifying trade tests, for 
which free training is offered at 
our Technical Institute at 
Jamshedpur. Here, 10,000 have 
received technical training so far. 

Our strength is in our people 
as much as in our steel* 

TATA STEEL 
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PUNCHED CARD 
THE TRUMP CARD 

IN THE NEW 
HMT PILOTE 
COPYING LATHE 


HMT PILOTE oHers you sustained 
accuracy with the fool-proof punched 
card programming up to 4 cutting 
cycles. 

The card is easy to prepare. Simple 
and quick to attach Saves you manual 
time. No need to keep a spare drum 
for change of programme. Store all the 
cards, for repetitive operations with 
absolute accuracy. 

The unique piloting principle 

HMT PILOTE works on the principle 
of hydraulically piloted longitudinal 
saddle traverse — the lead screw 
keeps its accuracy indefinitely since 
all it does is to impulse a hydraulic 
control valve working against a thrust 
of a few ounces. The spindle retains 
Its full motor power for turning. 
Fluctuations due to varying depth of 
cut in copying are not shared wtth 
the feed power. Feed stops when the 
spindle stops. A hydraulic unit 
independently powers the feed. 


And then three tool posts 
enable undercutting and grooving 
simultaneously. 

HMT PILOTE IS capable of 
straightforward turning as well as 
copying. The one and only machine 
for small and medium or quantity 
turning. 

While ordering HMT PILOTE, avail 
of these facilities: 


Two years spares to turn downtime 
to profits. 

Tooling up to suit your needs. 
Erection and demonstration at site. 


HMT PILOTE 

Swing over bed 

Centre distance 

Speed 

Feed 

Power 


455 mm 

500 or 1000 mm 
100 to 3150 rpm 
0 036 to 0.9 mm 
11.25 or 22.5 kw 


RESPONSIVE TO YOUR CHANGING PRODUCTION NEEDS 


HMr.6116 


And the qualifying machine 

To sustain precision and rate of 
production on the HMT PILOTE. we 
offer you the facing and centering 
machine ~ also tooled upl 

Dia. of workpiece : 30 to 100 mm 
Length of workpiece 

(std) ; 100 to 800 mm 
Milling spindle nose : ISO 40 
Power ; 25 kw 



Facing and centering machine 


HINDUSTAN MACHINE TOOLS LIMITED 

HMT P.O., Bangalore 31. 

Factories at Bangalore - Pinjore - 
Kalamassery. Hyderabad 
Showrooms at; New Delhi - Bombay • 
Poona - Calcutta • Madras 
Sales Engineers at: Ahmedabad- 
Jabalpur -Kanpur > Jamshadpur« 
Coimbatore • Visakhapetnem 
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Missed Alliances 

WITH the process of filing and withdrawal of nominations more or less com¬ 
plete all over tlie country, the final list of candidates for the Lok Sabha elections 
should soon be ready. It is certain that the number of candidates this time will 
be larg(*r tlian even in 1907. Of course, u large number of them cannot be re- 
gartled as serious candidates, going by their chances of success. But the numboi 
of candidates also indicates the leakages that have occurred in the contending 
alli.uiccs of paities. The Coijgress(K) has practically rejected the strategy of 
elechjial alliances, exetjpt in Tamil Nadu and Kerala. Apart from these two 
Stat» s, tlie pait> is virtually going it alone all over llie country, as a matter of 
deliberate policy. On the other hand, leaks have been sprung in the alliance of 
Opposition paiti(‘s in spile of the b(*st effoits of these parties and their continued 
i(>nvictio7i that the Congies.s(R) can be de feated only if they present a common 
fioiit against it. 

It is po.ssil)le to discern a broad pattern about the way the Opposition par¬ 
ties’ strategy of forging a ‘giand’ alliance has W’orkod or not worked. On the 
whole, th(i stiategy seems to have succeeded in States where one or the other of 
the alliance paita^s is in a doinhiant position vis-a-vis the others. This has hap- 
Ix'iKxl, for instance, in Madhya Traih'sh where the Jan Sangh is relatively so 
stiong that tlie olhei i^ailii^s have L'onceded 28 of the 37 scats to it. Similar is 
the ease in Rajasthan, where the Jan Sangh and the Swatantra have divided up 
most of the constituencies between themselves. Interestingly enough, this pattern 
does not apply as well to those States whert) the Congress(O) is the dominant 
paity'. In both CJujaiat and Mn sojc, before the stage of finalising the lists of 
candidates had be(*n n'ached, the party was significantly weakened by desertions 
I lorn its ranks and this appears to have beiTi fully exploited by its partners in 
the final sharing ot se.its. It is in Ttunil Nadu alone that the» Congress(O) is 
plaNrng the doiTiinaiit party role. Ry c-oiitrast, this is the only Stale where the 
("ungrcss(R) has been compelled to accept a secondary lole, having contented 
ilst'U with only 10 of the 39 Lok Sabha seals and no As.sembly seat at all. 

Rill Tamil Nadu apart, the Congiess(O) lias clearly had the worst of the 
bargain in tlie electoral adjustments with its i^artncrs. On the basis of the num¬ 
ber of seats held in the dissolved Lok Sabha, it was by far the strongest party 
aincnig its allies but in the process of forging the election alliance it has had 
to \ leld ground to the other x)arti(\s over large parts of the country. This is 
explainable in terms of lv\o factors. First, its allies appear to have taken the 
position, vvhieli the Collgrl^s.s(0) se(ans to have tacitly accepted, that the num¬ 
ber of seals held by the dilfeient partii s in the last Lok Sabha exaggerated the 
real sticugth of the Congress(O). In support, they could cite the outcome of 
the mid-U‘rm poll to the Kerala Assembly as well as the results of sciittercd by- 
eleetions to the Lok Sabha and Slate Assemblies since the Congress split. Second, 
it was some of the top leaders of Congiess(O), like Morarji Desai, Nijalingappa 
and Kamaiaj, who waie dr‘speiate to forge an alliance against the ruling Con- 
gn'ss. The paity’s allies leeognistal this desperation and took advantage of it 
fully. Iiiespeetivo of how the anti-Congress(R) alliance fares in the election, 
this diniuriition of the role of the Congiess(O) has a significance of its own. It 
directly jslrength<*ns the Prime Minist<n's position within her party by depriving 
possible malcontents of a viable source of extra-pai-ty support which an even 
I airly str ong Congress(O) would have been but which the Jan Sangh, the Swa¬ 
tantra and the SSP, whatever their individual or combined strength, cannot be. 

The Congro.ss(R) strategy of fighting the elections on its own in all the 
Slates, except Kerala and Tamil Nadu, appears to have been dictated by a num- 
b(*r of considerations, Frist, the party had never made a secret of the fact that 
it w'as out to win an absolute majority In the new Lok Sabha. It is the only 
party which can claim realistically to aspire to this objective — a fact which 
might conceivably weigh heavily in the voting decisions of a large number of 
voters. Obviously, any major alliances would have been inconsistent with the 
party's objective* of winning a clear majority for itself. If parties like the CPI, 
whitli had hoped for alignments with the Congress(R), failed to appreciate this 
early enough in the proci^odings, they have only themselves to blame. Second, 
apart from the attempt to secure an absolute majority, the election strategy of 
the Congrcss(R) has been to present a centrist image of the party. This is evi¬ 
dent from the party's manifesto as well as the campaign speeches of the 
Prime Minister. Clearly, this strategy left no room for any open alliance with 
a party like the CPI. Finally, the CPI and other parties which had hoped for 
a sharing of seats with the Congress(R) had, it appears, misjudged the Prime 
Minister s likely approach to the elections. It had been hop^ that the IVime 
Minister would exploit her mass popularity and her stature as the only national 
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leader on the ‘'cene to lide roughshod 
over her paity's oilier ceutial leaders as 
well as over its State bosses in the mat¬ 
ter of deciding the, election strategy at 
the national and State le,vels and pick¬ 
ing piuty candidates. These hopes had 
led the CPI to ladii've that jl would Ije 
accjepted by Congr(:ss(lt) as a nioie or 
less Inll-iledged el(‘i‘ti(/ii jiaitner and 
that, besides, a (<‘itam niiinbii ol Tclt- 
orienled persons could I>c smuggled 
into the Coi)giess(H)’s own list ol (mii- 
didates. Jl is entin'K unlikely ibat 
these lesiilts would base lollowed cvi'n 
bad the Pi line Mmislei played tJic do- 
niiiianl lole tint tin; CPI had cxi^ctcd 
sh<‘ vs'onld; but as it turned out she 
chose to leave things veiy imich to the 
State leadeis ol tlu* pail> — ev^en when 
this K‘d to results stnuewh.it eiiibanas' 
sing to her (lor iiistanei', the omission 
of her suppoiters fiom the lists of can¬ 
didates fioin some ol the States). 

As the Ca)ngioss(U) gfM*s into the 
elections it thus lemains veiy iiiiieh an 
aggregation ol I actions eenleiing aionnd 
peisonal and local snpl)oI^ — the Piinie 
Ministei's ilominant jiosition notwith¬ 
standing. However, the eipiihbi inin 
within the jiailN is unlikely to bi‘ se¬ 
riously ilistnibed except m llie impio- 
bable eiienmstancc ol (.i) the paity do¬ 
ing veiy pooily in the elections (say, 
winning less th.m 200 seals) or (b) the 
Congiess(O) doing e\cej)tionally well 
(say, w'inning ovea 100 seats). On the 
other hand, should tlu* paity win an ab¬ 
solute majoiily, the (d’l at any late v\ ill 
have to gel busy ie-e\aniinnig its ex¬ 
pectations ol being <il)lo to opmale 
through a supposedly ‘piogic'ssive/ 
Prinui Ministei depi'ndi'ut on its snppoil 
in Pailiameiit. 

Baggage Allowance 

Status Symbols for U>Sector 

THE elections to Parliament and the 
consequent political uncertainty have 
been made the excuse for putting oil 
decisions on a wide variety of econo¬ 
mic issue.s, major and minor. But, it 
appears, the buieaucrats in New Delhi 
are never loo stricki'n by political un¬ 
certainty to pass up an oppoitiinity to 
help themselves. Take the recent deci¬ 
sion to once again revise the mbs 
governing import of articles as personal 
baggage of Indians returning from ab¬ 
road. This IS the second time m less 
than a yeai that these rules are being 
chopped and changed. From the 
amount of lime that is apparently 
devoted to it and the fine details which 
are carefully worked out, one would 


imagine that this is a matter of the 
high I St importance to the economy! 

Coming to the content of the latest 
'P' licy' change, the baggage allowance 
ot Indians i(turning from abroad has 
been raised from Rs 500 to Rs 750. 
Thai apait, il has been decided to 
allow the import of 13 specified items. 
One has only to scan the list of these 
Items to see the class of pt^ople lor 
whose benetii the rules have. been 
chang(x1. d’he li.si consists of televi¬ 
sion sets, goll sets, electiic shavers, 
hail divers, tape lecorders, amplilieis, 
cameras, movie carncias, flash-guns, 
cxposnic nut(‘i.‘>, piojcctors, watche.s 
(ceisimg more than Rs idO) and fiic- 
aims. An aitempt has been made to 
camouflage the true character of this 
oflicially-sponsored effort to i)iovide 
(he U-sectoi w'lth its status symbols 
land no doubt some considerable 
pccunijiy profit) by giving wide publi¬ 
city to the fact that import of these 
goods will be siibji'ct to import duty 
Perhaps it is .seiiously suggested that 
the whole mine is intended to shore 
LIP (ioveininent’s sagging impi^rt duty 

i(‘eeilJts! 

The simple question is: what earthly 
social or economic purpose is this 
Imely w'oiked out ‘policy’ change sup¬ 
posed to seive.^ None at all; it is a 
plain and simple move liy the ui:)per 
bureaucrats to help themselves and 
ihcir kith and km, the growing class 
ot professional managers in the piivate 
sectui — the two sections of the popu¬ 
lation who art constantly hopping in 
and out of the country. 

This is luu, of Lourse, the first time 
that civil servants have manipulatt'd 
iLilcs and legulalions to suit their 
interests. 11 is icported that foreign 
ininistrv officials have obtained an 
(xemplion enabling them to sell their 
imported cars by direct sale (rather 
than through STC) and to make in the 
pioccss a large clean profit. Civil ser¬ 
vants who have served abroad have 
been peimitted to keep their savings 
abroad (no doubt some of them hope 
for another devaluation and a sp(‘cula- 
tivc windfall). Bureaucrats, even 
those ileputed to (and drawing salaries 
from) international organisations, bring 
m foreign cars under an import duty 
leliate i^rovision. 

Shortage of foreign exchange . has 
forced the country to do without im¬ 
ports ot essential goods for years. Yet 
our airline officials are allowed to go 
on free trips abroad, against ‘invita¬ 
tion’ letters provided by obliging 
friend.s. The P form was relaxed last 
years to enable those who can afford 


it to go abroad once in three years. 
The official foreign exchange allowance 
to those who go on such jaunts is so 
meagre that they supplement their 
allocation by ‘extra’ purchases — 
among other things, to finance the pur- 
cha.se ol the luxury goods whose im¬ 
port has now been so conveniently 
liberalised. Is it any wonder, then 
that curn-ncy touts stalk foreign tou- 
lists wherever they go in India and 
that the black market quotation for 
dollars has gone up since the form 
relaxation? 

Politicians are accused of corrup¬ 
tion, but how clean is the civil 
service? Should not there be a Dutt 
Committee to investigate “undue ad¬ 
vantage” conferred by bureaucrats — 
on themselves? 

Italian South 
Region of Despair 


SI.NCK Just July, there has l)ecn spora¬ 
dic vioU'iice ill Ri'ggio Calabiia, a town 
oi about 1,/0,()00, situated at the south¬ 
ern tip of the Italian miainland opposite 
the island of Sicily. The troubles ni 
tbe tov\n and the suiiouncling region of 
Calabria, oi which it has long been the 
acknowledged geographic capital, were 
si)aik(*d off b> the designation of Catan- 
i'aio, a small hill-town, as the regional 
capital by the government in Home, iin- 
inedialely after the first-ever regional 
asseinlily elections, last June. This was 
(lone at the instance of the tw'O main 
f^alabrian political bosses, Ricardo Mis- 
asi, who is an influential Christian De- 
imicrat and member of the Italian 
eabiiiel, and Giacomo Mancini, national 
seciclary-gencral of the Socialist Party. 
Neithei ot them is from Reggio and so 
in Italy, wlicie patronage plays as im¬ 
portant a part in politics as in India, 
this move was not altogether unexpect¬ 
ed. 

What has surprised the government in 
Rome is tlie wide and vociferous sup¬ 
port that the agitation against this de¬ 
cision has gained in Reggio. As the 
neo-tascists \v(*re the first to exploit the 
issue ill Reggio, the natiofial organisa¬ 
tions in Rome, of most parties, including 
the tour — Christian Democrats (the 
main paity), Socialists, Social Demo¬ 
crats and Republicans — which make 
Tip Italy’s ^ coalition government as well 
as the Cohimunist Party, have found a 
convenient excuse to drag their feet 
over the whole affair and ignore the 
deeper causes of discontent. In con¬ 
trast, in Reggio itself, local units of al¬ 
most all parties. Communist, neo-fascist^ 
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Ciirtsttan Democrat and Republican, 
have been marching together in the 
streets, expressing their resentment 
against the Roman decree. 

At first sight, the Reggio revolt, does 
mjt seem to be of much significance, 
f)iit in the wider context of the general 
economic and social deprivation of 
southern Italy, especially in contrast to 
the prosperity of the north, the distur¬ 
bances are a symptom of the faiKire of 
the programmes to develop the soutli. 
Ever since the passing ol the law of 
1957, requiring that forty p«'r cent of 
investment of stale-owned indiistiies — 
and a laigtj pait of industry in Italy 
is state-owned — should he in the 
south, industrialisation hail been consi- 
ilered to be the prime, and even the 
only, means of diwi'loping the south. 
But rcciMitly, scepticism al^out the effi¬ 
cacy of this strategy has hi'en growing. 

The industrialisation slrateg>' tiied in 
llie sooth has resulted in what thi' 
sontheni Italians call “deseit cathe¬ 
drals" or giant plants liki* the i^etro- 
chemieal eompUx in Tai.mto and the 
steel woiks at Bn'ndisi, which have le- 
(juired enormous investiP'*nt Imt have 
not succeeded in generating further 
growth in the fonn of ancillary and 
service industiies. This has iileant that 
the expectations ot lullei einplovinenl 
and high<‘r living f^tandaids among the 
southeini'is liave been only partially 
nu’t. tn aildition, education has exx^und- 
ed at a much faster lati* than the x)()ten- 
lial lor wliite-collai jobs. And .'■iiice tin* 
civil .service in Italy is notoriously un¬ 
wieldy and oveistaffed aheady ami tia- 
ditionally ninety x)ci cent ol govern¬ 
ment jobs have bi'cn taken up by south- 
crnciK, an important avenue for sonth- 


erii employment is dr>ing up. As a 
n'siilt, there has heen further disenchant¬ 
ment. Comxxjunding the economic ills, 
has been the styfi- ot Italian parliamen- 
taiy polities, which often seems to he 
jjlayed as a game in its(‘lf in order to 
gain or retain powei. Politicians who 
lepiesent the south in Rome also in¬ 
dulge in this kind of politics. To add 
to the despair, the first attempt at 
eroating elected local assemhlii's and so 
fmthcr regional ic'sponsibility for deve¬ 
lopment has mis-fired, at any latc us 
lar as Calabiia is. eoneerned. 

Elections 

The Fall-Out 


A worm writes: 

THE elections aic only a foitnighl 
away. Now is the time for all good 
men to eome to the aid of the party. 
Which paity? 

The question caiiseil a rumpus among 
millinviK'is ol Maharashtia and Chija- 
lal this wei'k. The issue, was th<‘ allo¬ 
cation of imporf(‘d cotton on the basis 
of spindlage — bir a coiisideiation of 
Its ;30 pel fiali. On the 100.000 bales 
of cotton to be imx'Kii'ti'd, Rs 30 lakhs 
wiae thus to be eollc'cted by' tlie Mill- 
owniTs’ Association, it was alleged, lor 
fontnbution to the (‘lection fund ol the 
Milmg pKit>. '1 he Cuiaiat uiiHow'/hms 
leiioiti'dK decimed to tias’. 'file Judiaii 
(aitton Mills l'’ederation allogelhi'r de¬ 
nied the allegation which h.id in the 
meanwhile found its w ay into the Pi ess. 

Tn Bihar the Jaii Sangh has charged 
that c*o!liery 4)v\Tier.s have deliberately 
(Migiueei(‘d the disiuption ol the work¬ 
ing of coal mines as thi'y are being 
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pressurised to pay Rs 50 lakhs to the 
election funds of Congressffi). A 
counter-charge has l>cen made that the 
Jan Sangh itself is seeking to milch the 
colliery owners. Theii' partyman in the 
Bihar Government is in charge of mines 
anti th(3 Government has, with a fine 
sense of timing, reportedly threatened 
to recover arrears of mining royalty — 
limning to Rs 40 crores. 

In most States the issue is ‘which 
party ?’. In Maharashtra the guostioti 
also is ‘which sections of the party?'. 
Donors have to hedge their bets in this 
State, You cannot afford to be unfriend- 
ly to the crocodile if you happen to 
live in water. 

It is not as it the iiolitical partie.s 
alone aic the gaineis. The DMK Gov- 
eniinent, for example, .sanctioned pay 
incieases with retrosi:)ective effect to 
si'ctions ol its einx)loyo<‘S just before an- 
nouneing its decision to hold nn'd-tenn 
eli'clions to the Assembly, nie Maha¬ 
rashtra Govi-inment has systematically 
discov<‘ii‘d ih.il a inajoiity of the dis- 
tiicts m the Mate arc in the grip of 
acute economic crisis — and has duly 
sanctioned relief in land revenue. The 
siigai co-opei atives ol Mahaiashtra de¬ 
cided this week to pay sugar factory 
w'orkeis wages i ('commended (many 
months ago) by the wage boaid. 

In the .south, sugar anill workers have 
thieatened to go on a strike if they art^ 
not paid wage board scales. The work- 
(‘is have already received an interim 
wag(' ineicase, hut why wait for a full 
.settlement when there is an election on? 
The Tamil Nadu Goveminent has ini¬ 
tiated talks with the management of 
Standard Mcjtors for looiieniiig of the 
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company's factory which has been 
closed since last May, 

Will the so'Tar mills in the south 
aRree to the deiijands of their workers? 
Will Standard Motors meet the Tamil 
Nadu Government more than half way 
and re-rmploy all the woikcrs on its 
rolls on the ev(-* of closure? Tii(‘ky 
questuws, these*. Stalt* (j<wcinnienls 
are pleading on hchalf of industry witli 
New Delhi — and autoinohile in ices, 
the excise duty on suKai and .such re¬ 
lated issues need the liaekin^ ot State 
Kovernincnts. The iroint tor iiKlustry is 
not to lose* all its options. TIence the 
threat of a mass sliiildowii of su^ai 
units in eastern Ul’ and 'famil Nadu. 

Industry in VV'est Bcar^al, it would 
ai^pear, nc’V(*r Jiad it so ^ood. "1 h<* State 
authorities arc pleading for supply of 


A QUIKT tns.sh*, is on hetween the 
Reserve Hank and the hanks. Tin* Ih;- 
serve Rank is tiyirrg to make its 
Related credit squee/<‘ efleetive \vh(‘i<*as 
the b.mks, led by the State Rank, fiml 
the whole exeici.se against their gialn. 
They an? telling tlit; Reserve R.mk that 
it is impractical to now cut cr(*dil 
limits sanctioned at the start of the 
busy season. 

This tussle was sparked off hv the 
Rr*serve Bank’s decision, announced at 
a mo<*ting with bankeis in f’lalciitta on 
Febniary 4, to become tight-fisted in 
extending discretionaly lefinaiKt' at tlu* 
Bank rale. In the 1960-70 busy st a- 
.son, discretionary refinance had been 
available on tap. The case for turn¬ 
ing off the tap is strong, the self-con¬ 
gratulation by Cajvemor Jagannatban 
at the Calcutta meeting notw ithstaiub 
ing. Jagaimathaii's satisfaction over 
the decline in the rate of growth of 
bank advances and the contraction in 
banks* borrowings from the Reserve 
Dank after January 8 — when the 
Bank rate bike and other credit c'ontrol 
measures vv<‘re announced — hu.s 
proved shortlived. The contraction in 
bank credit as well as in borrowing 
from the Resej-ve Bank has been re¬ 
versed in the week ended February 5. 

Ibe major element in the Reserve 
Bank's credit policy initiated at the stait 
or the 1970-71 busy season was that 
its refinance at the Bank rate (in addi¬ 
tion to what each bank was laitithTl 
to at the minimum net liquidity ratio) 
would be confined to financing (a) in¬ 
cremental bank advances to priority 
sectors, and (b) half of the additional 
bank credit for food procurement. 


high-co.st imported stetil on parity prices 
with domestic sicid to wagon units 
which arc in trouble. (Closure of Braith- 
Wriitc's* wagon unit has throw’n 5,006 
w'oikeis fHit of eni|)loyment.) ^The ati- 
thoiilics have also drawm attention to 
the fad tli.it Bengal's advantage of 
ch(*ap law matciials was lost when the 
piict* eiinalisalion formula for steel and 
coal was iiiflotlnccd ovei a decade? ago. 
Till implication picsunialdy is that tlicie 
is now a gooef c ase for supplying sub¬ 
sidised sice! to Bengal's engineering 
units. Aiiothei di'inanfl voiced by Ben¬ 
gal relates to a moraloiium on rei:)ay- 
riu'iit of debts bv sick units. That a part 
of th.* sickness resnlti'd fr'or7i over-eon- 
snmption ot profits in the past has been 
corivementiv loigottcn. And why not, 
wilii th<‘ elections so near? 


Banks weie advised that outside these 
pieleiiitf sectors, th(*ir cicdit should 
be covered b> d< posrt ac'cnial, net ol 
lupiidf i<'(jnireunaits as raised during 
1070. 

Bctw(‘cu October 80, 1070, techm- 
calb' the beginning erf the busy si'ason 
and farmary 8, 1071, hank ct(*dit 

c\pand<'d !>>' Rs dll cioies, which was 
significantly higher than the* cir'dit 
e\[)ansion of Rs 241 erotics in the 
coi ti*sponding pci rod of the last lms\’ 
sf'ason. But even mon* significant was 
iht* lad that of thi? iredit (‘xpansion 
this yeai as imich as Rs 205 croies was 
financed hy bonow'ings liom thr* Re¬ 
serve* Bank which cxpandc^d dm ing the 
ten weeks fjoni Rs 110 ciorcs tri Rs 
.875 cTores. Borrowing lioin the Re- 
serve* Rank m tlu; sam(* period ol the 
1000 70 bliss season was onl>' Rs 91 
ciorcs. What make's the aiithine*tic of 
the cii'eht e'\[)ansion even nion* curious 
is that de[Hjsits toe7 h.iv'i* cvpande'd 
rapidly — by Rs 185 croies against Rs 
04 cror(*s in the* first t<*n W(‘cks of the 
1000-70 l)usy season. Assuming that 
hanks used n]i eve*n as much as 50 per 
cent erf additional d(*posits to herost 
liquidity, they Irad Rs 08 creries ter 
f'xpand advance's- Why the‘\' chove* to 
use only Rs 40 rrores of the/^ine’iease* 
in deposits for credit expansion and 
tappe'd the Re'^'rve Bank for financing 
the balance has not bec'n cxplaim'd, 

Governerr Jaganuathan charge;s the 
banking system with having ewe'r-bor- 
rowed from the Reserve^ Bank — w’hich 
is the same as saying that the Reserve 
Bank over-lent to hanks. The Reseive 
Bank woke up to this situation on 
January 8 and put up the Bank rate 


from 5 to 6 per cent and the inminiuin 
net liquidity ratio to 34 per cent. The 
twin measurers should liave put a brake 
on the banks, esi)ecialJy after January 
20, but did not. Banks' borrowings 
from tile Reserve Bank shot up by R.s 
20 croics during the week ended 
February 5. Bank credit had grown by 
a similar amount in the previous week 
which seems to have been sustained by 
the higher borrowings showm in tlie 
returns of Febin.ny 5. 

The K'asoii why the measures have 
not been effective so far is •simple. 
Most banks have net liijuidity ratios 
below 27 p(*r ciait so that tliey should 
l)t* paying at least 18 per cent on their 
rnaiginal borrowings. But the average 
cost of total Reserve Bank accommoda¬ 
tion is far If'ss Ix'cause hanks get 
concessional refinance at the Bank rate, 
or less, against their priority advances. 
Accoidmg fo an u-noflitial c'slimate, the 
avc-iage cost ot borrowing from the 
Reserve* Rank was about 8 per ctmt at 
the* end of January, or only two points 
al)ov(* the Bank iat(\ 

Banks, howi’ver, fear that the. situa¬ 
tion might allt'i m the* corning wt*cks. 
The* d(*mand for bank cic'dit is gcmc- 
i.illy largc'i m the second lialf of tlu^ 
busy season than in the fii>t. Any 
Imiher mereasc in non-priority rc'fin- 
ance I loin the* Rcseivc? Bank v\'oiild 
jack lip the avenage* cost of borrowing 
from the Rcseivw Ihmk, gradually 
raising it to the h’vel of the banks' 
aveiagc* lending rales. Hcic account 
must be taken of two points. First, 
deposit mleiest rates W'C'ic raised along 
with the Bank rate. The? full impact 
of the hike m interc'st lates wall bc^ 
felt with a lag — that is, as and wdren 
deposits c'onie up lor jcncvxal. Even 
*• 0 , the aveiage cost of deposits is ris¬ 
ing. Ov.‘i the sear, the* cost of depo¬ 
sits IS estimated as likely to go up by 
al)onl 0..80 per cent. Second, when the 
Bank rate was raisc'cl the Reseiwe Dank 
had asked hanks to limit the rise in 
their lending lates to one per cent on 
the* avc'rage. This e’er!ing, thec^retically 
at any rale, ii'stncts the manoeuvrability 
\)\ banks in the use of interest rates to 
dampen credit demand. 

W’h.it all this adds up to is that 
banks, inspiic'd and emcouraged by the 
Reserve Rank, have lived all along in 
an unreal wcirlcl in which the pioblem 
of allocating scarce resources was 
wished away. As late as January 8, 
the Resc'ive Bank had called only for 
“a measure ol credit restraint" on the 
part of tlu* banks, llie jolt which 
the Rc'st'ive Bank is now administering 
ha.s been made ncM^dlessIy painful for 
the reiison of its having been delayed. 
Nor has the Reserve Bank been particu- 
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larly helpful by way of indicating, even 
broadly, the areas where it exx>ects the 
banks to cut credit. In tact, the banks’ 
task has been complicated by the 
frequent public assurances by Resewe 
Bank and Finance Ministry' spokesmen 
that *gwuiine productive activities’ 
would not ])c allowed to suffer for want 
of credit. 

Bill Market 

Autograph - Hunting 

ALMOST half of the Reserve Bank 
Clovcjiioi’s iccent letter to commercial 
banks is devoted to the new Jbll Re¬ 
discounting Scheme introduced from 
October last year. To encourage the 
di awing and discounting of bills under 
the scheme, the Reserve Bank had told 
hanks, at tin* hegiiining of the enrient 
l)us\ season, that they would be able 
to bon (AN' lioni it against such bills at 
Iht' Bank lah; iuespective of their net 
lujuitlitv latino, dhi* Reserve Hank 
had also peisiiaded the banks to ask 
for hnnts lor siuh boirowmg Iroiu rt. In 
his h'tler to banks, the Loveinor now 
complains that while hanks had asked 
loi, and had b(‘en sanction'd, sizealile 
liimls. .utiial utilisation of thi'se liinils 
so lai has been “ineagie". As a Inithei 
meenlrve to (h<! banks it is now pioposed 
that bills i-ediscoi.mt(‘<l under the Schi'm* 
alter Juik' 30, 1071, will not impair thi' 
banks’ I'lititlejiienl to refinance from the 
Reserve liank at the Hank rate iiies- 
jiectivc of tlu'ir net liquidity ratio posi¬ 
tion — in othcT words, borrowings 
against such bills will not be taken into 
account for working out the net liqui¬ 
dity latios. 

However, the? Reseive Bank does not 
intend to rely on incentives alone. It 
is, therefoie, proposing to discxmtinne 
the existing so-called Bill Market Sche¬ 
me. Under this Scheme bills were ma- 
luilactured l)y banks purely for tlie 
purpose of enabling them to borrow 
from the Resc'rve Bank. This arrange¬ 
ment is now to be discontinued with 
effect from June ‘30 and the outstanding 
advanc'cs as on that date against such 
hills are, according to the Governor's 
letter, to be brought down “as far as 
possible” by the end of July. The only 
exception that is intended to be made 
are banks’ advances to the Food Cor¬ 
poration for food procurement, in res¬ 
pect of which the old ‘bills' would con¬ 
tinue to be used. The problem that 
the banks are thus confronted with is 
that of finding eligible paper against 
which to borrow from the Reserve Rank. 
The reasons for the relatively slow 


progress with the new Bill Market 
Scheme are well known. There is, to 
be sure, considerable inertia on the 
part of both banks and their clients. The 
existing arrangement of extending bank 
credit against book 'debts calls for less 
siipewision and follow-up on the part 
of banks and pennits a measure of lax- 
nesb on the pait of liorrowers. There 
arc tw'o (ither hmdlos, how’ever. First, 
theie is natmal leluctance on the part 
of the del)tor in a c'ommercial transac¬ 
tion to accii)ling bills — since this 
would bind him to making payment 
within the period of the bill (the max¬ 
imum usance peiiod for a bill under 
the Scheme is f)0 days). VVliih.' all deb¬ 
tors would like lo evade such commit¬ 
ment, the laiger pailu'S would be bet¬ 
ter jdaced to gel away with it. Thus, 
lo tak(' one mslaiice, a small inanulae- 
tuier .s(‘]liug his product to a large, 
w'i'll-csfablished pait\ on wdiosc pui- 
chases he is dcpeiidcnt may he in no 
position to insist on the latt<'i aceeptmg 
a bill. Second, tlw' R('seivr Hank has 

l. iid down that loi a bill to lie eligible 
under the Scheiin', it must beai the sig- 
natuies ol two lianks: the aeccplor’s 
bank as well .is tlit' disconnlmg bank. 
Ill oth< 1 words not onl> has tliti bill to 
be ai'cepted !>> the di'btor but also 
giiai.intecd 1)> his banker, Guile ajiarl 
fiom the la(_t that tbe d( btor’s bank 

m. iy be imwiHnig in eveiy ease to take 
this new' l> lie ol lisk, tbeic is tbe ques¬ 
tion ol guaiantei' commission wliich will 
be charged to tlie debtor. The net cl- 
t<'ct would thus be lo raise the cost of 
liank finance. 

Ill insisting on this, the Re.seive Bank 
is (ollowing the hallow'cd British prac¬ 
tice in the iiiatlei. However, her<; it is 
unlikely that tlicie will be multiple re¬ 
discounting of bills — initially at any 
late. I’he bills, one may be sure, will be 
ledisconnted by the original di.scoimtiiig 
bank only wdth the Resei'vc Bank. In 
this conte.xt attention may lie drawn to 
a minor eoiitradietKni in tbe Resem* 
Bank’s approach to the Scheme. On 
the one hand it looks upon the Scheme 
as a means to “even out liipiidity pies- 
surcs within the banking system”. This 
presumes that bills would be haded 
tunong banks. But how' w'ill this come 
about w'hen the Reseive Bank has itself 
offered to rediscomil the bills at the 
bank rate at vvhich rate no commercial 
bank, much less any other financial in¬ 
stitution (Lie is now known to get up¬ 
wards of 9 per cent on short-tenn de¬ 
posits with banks), will touch them. If 
it is realistically accepted that, to begin 
with, the discounting banks will make 
a beeline for the Reserve Bank for re¬ 


discounting bills, then couldn't the con¬ 
dition about the bill being guaranteed 
by tbe acceptor’s bank be dropped. 
Commercial bankers appear to think 
that this will considerably accelerate 
the accK'ptance of the Scheme. 

Air-India 

Uncharted Future 


AlR-lNDIA’s annual n'port for 1969-70 
is somewhat fatalistic in tone. Its ope¬ 
rating profit (Rs 4.30 crores) and net 
profit (Rs 2.27 crores) were lower than 
m the previous year. This is asciibed 
to the geneuc problem of the airline 
industry throughout the world: a 
declining revenue yield per unit of 
transportation sold and lising unit cost. 
Huiiher, the decline in net profit be¬ 
fore tax was aggravated by increase in 
maintenance e.xpinditure on the old 
707-437 aircraft, a steep fall in emi¬ 
grant traffic to the UK, and increased 
interest burden on Ihc' loans for the 
Boeing 747 aircraft. According to Air- 
India, the downward trend in profits 
gives no indication of being reveised, 
especially since employees’ remunera¬ 
tion promises to be a heavier burden. 

A closer look at Air-India’s opera¬ 
tions, however, suggests that it has 
yet to explore some major areas of cost 
saving and higher earnings. Thus, 
while the number of passengers carried 
went up by 22 per cent in 1969-70, 
levenucs fiom this source went up by 
only 11 per cent. Passenger revenue 
makes the major contrihution to leve- 
nue earnings (69 per cent in 1969-70); 
any attempt to boost revenues must, 
thrrelore, Concentrate on this compo¬ 
nent. Here, however, there are a 
number of inhibiting lactois. 

First, the pool arrangements with 
BOAC and QANTAS do not seem to 
be working alt(>gcthei to Air-lndia’s 
advantage. With much of thi* pool’s 
traffic originating and ending outside 
India, Air-India’s earnings are low in 
proportion to the number of passengers 
carried by it. The cut in the frequency 
of the service to Sydney is an admis¬ 
sion of this. And yet the Air-India 
management cannot say for sure 
whether the airline will be better off 
Without the pool or not. For all its 
claims that “Air-India’s management is 
constantly studying and investigating 
new methods and new techniques aim¬ 
ed at improving its efficiency and pro¬ 
viding it in time with the necessary 
inputs in the form of information, 
statistics, market surveys, forecasts^ 
and a continuing evaluation of opera- 
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tions and trend<^*\ the fact remains 
that it simply does not have the data 
CO predict the impact of such a major 
policy change on its revenues. 

Similarly, while emigrant traffic to 
UK may have declined, there is yet 
considerable Indian passenger traffic 
in the Gulf area which Air-India needs 
to exploit better. The cut-iates offer¬ 
ed by smaller airlines is no doubt a 
problem, but Air-India also needs to 
improve its image among its Indian 
passengers 

Further, both foi bettor operational 
cfficienc 3 ^ and for impioving its service 
to passengers, An-India could think of 
using a computeiiscd booking service. 
This will be an expensive overhead 
which should be jointly operated with 
Indian Airlines. Air-India has, one 
understands, proposed some such 
anangement without getting a response 
<rom lAC. 

LETTEKS rO EDITOR 


NO one could have expected Mohit 
Sen to be objective or analytical about 
the Naxalitcs, but one \v<nild have 
thought he would be less obvious and 
more skilful in peddling the CfT-linc. 
One must leave detailed cnlicisin of hij> 
article to more acute observers ol the 
Indian political-economic sc‘(*ne, but 
c'ertain points strike even a lay reader. 

Mobit Sen begins vutli the state¬ 
ment: “Their (the Naxalitcs') achieve¬ 
ment to (late, is extrc:inely limited, and 
bears no comparison to what the unit¬ 
ed CPI was able to accomplish when it 
was pursuing a roughly similar line in 
the immediate post-War and post- 
independence penods." Without going 
into details, may one ask just liow 
much ot the supposedly brilliant achie¬ 
vements of the united CPI survive? 

Mohit Sen then makes the customa¬ 
ry' chaige against the Naxalitcs of par- 
lot-like repetition ol Mao's thoughts, of 
attempting to blindly apply China's ex¬ 
perience (or vvhal they believt* to Ik: 
China's expeiit-nce) to the Indian si¬ 
tuation. Wanning up to his theme, he 
wi itf's: '’The complete bankruptcy and 
IxivcM'ty 1)1 the Naxalite movement, 
ideologically and politically, is to he 
seen in the total lailiire of their basic 
documents to bring out the uontradic- 
lions of Indian reality, to say nothing 
of generalising Indian revolutionary ex- 


Another field in which co-operation 
between AJr-India and I AC could pay 
dch dividends is a joint training pro¬ 
gramme for pilots. Today, lAC and 
the Air Force are the two sources 
from which Air-India drafts its pilots. 
This necessarily limits the supply of 
personnel to it, leading to situations 
in which it can be held to ransom — 
as has happened often enough, most 
recently to Indian Airlines. Air-India 
may face a similar situation when it 
introduces its Boeing 747 Jumbo jets. 
A joint training scheme with lAC 
should make for more assured plan¬ 
ning for meeting future requirements; 
it will also make it possible for both 
airlines to train as pilots, persons with 
a backgiound of engineeiing and 
science, which would be a great ad¬ 
vantage, and may even become neces- 
sdiy, with the introduction of sophis¬ 
ticated pJani’s. 


piMifiu'c.' And what is the aLhieve- 
ment of the CPJ in these directions? 
(^an Mobil .Sen u line a single ‘basie 
doeiiinenr ot the C]P1 which adequately 
attempts the task^ W'hieh he accuses 
the Naxalitcs ol evading? As for blind 
laith in ('hina, it one just substitutes 
‘Soviet Union' lor ‘China’, Mohit Sen’s 
(liluism of tilt; Naxalitcs on this scoie 
would apply so admiiably to the CPI, 
Notice how ditferent aic Mohit Sen’s 
own altitudes to Mao and China be¬ 
fore 1958 and after that year. What 
cxidains the difference is, of course, 
that about that time Mao and C^hina 
decided to break with the Soviet Union. 
If absolute loyalty to the Soviet Union 
IS to be the touchstone, then, of course, 
there can be no questioning the CPI’s 
Marxist-Lcninist credentials. The CPI 
outdoes the archetype of the tradi¬ 
tional Hindu wife in subordinating its 
own personality and interests to every 
whim and fancy of the Soviet govem- 
iTient. 

Mohit Sen goes into mental contor¬ 
tions to adduce reasons for “brilliant, 
idealistic young minds" being drawn 
to Naxalism. He suggests that “many" 
of these young men and women bad 
turned to Naxalism after being “hurt" 
by “personal tragedies". Indeed I 
Surely, one would like to know the 
basis for so illumindting an observa¬ 
tion. Mohit Sen also says; ""So many 


of those who having been Naxalites 
and thought better of it have' gone in 
for jobs..But what about Mohit 
Sen's own former comrades in the 
CPI who now so ably adorn the board- 
rooms of companies? Does one have 
to name names? And couldn’t it be 
that some of our youngmen are at¬ 
tracted to Naxalism simply because the 
thinking and activities of the effete, 
middle-aged, vote-mongerxng leader¬ 
ship of the traditional commui^st par¬ 
ties has nothing to offer them? 

However, what makes Mohit Sen's 
eriticisiTi of the Naxalites really annoy¬ 
ing is the tiansparcnt dishonesty of his 
lechniriue. He attributes opinions, at¬ 
titudes and even spr;cilic statements to 
the Naxalite leadeiship without once, 
in tlu' course of a 2,500-w'ord article, 
botlu'iing to quote sources. For in- 
.stance, on page 195 (col 3) he sets out, 
trithiu quotation vuirks, wliat he calls 
a ‘Naxalite dictum', but does, not say 
what, if anything, he was quoting 
from. 

R RAMACIIANiniAN 

Bombay 
Febiuaiy lU 


' Stable * Regime 

HAVINC been in Teheran quite re¬ 
cently' I found the- comment on Iran’s 
stability in your issue of January 9 
( " ‘Stable’ Regime", p 70) somewhat 
strangle reading. 

My wife and I accompanied the 
exhibition of Indian artists in Iran. We 
travelled a little bit and met quite a 
wide cross-section of people during our 
stay. They seemed to talk to us quite 
lieely and realistically about their pro¬ 
blems and aspirations. As far as the 
Emperor is concerned our overall iin- 
pressiryn was one of respect for his 
sincere efforts and grasp of the pro- 
bleins facing his country. 'Fhe Shah- 
banu, more involved in cultural affair^, 
created a favourable impression through 
her competence, up-to-date knowledge 
and enlightened attitude towards the 
jiroblerns faced by the artists of Iran. 

With the state of affairs prevailing 
in our own country I wonder how it 
h(4i-)s to point fingers at the head of 
state of a friendly neigTibour. With 
the withdrawal of Britain from that 
part of the world, India has a respon¬ 
sible role to play. Comments contain¬ 
ed in your editorial in this context are 
neither in good taste nor conducive to 
a better relationship with our neighbouTr 
Kxkoo Gawbi 

Bombay 
February 9. 
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Over-Reacting as Usual 

Roitiesh Thapar 


VVE are always over-reacting, whether 
in aiigtn* or gratitude, in humiliation or 
biuniph. Psychologically, this is a very 
unh(;aUhy state to be in. Yet, no one 
warns against it. The ix'c'eiit student 
stir belore the Pakistan Embassy, lol- 
lowing the Injaiking of an [A plane. 
iinfortnnat<‘]y niaile us look latlier 
underdcvelopi'd. So many planes have 
‘bfvn hjjack<‘d dining the last ilci’ade, 
hut l<“\s jieopk- oi govci innenls li.ive 
behavf‘cl in tin* iiiannci of the Pakista- 
iiis, oi lor that matter, in the, indigna- 
tion-pattein of India. 

May be, all tins will be astiibed to 
the election situation, hut we sboiild 
remember that it was a case ol the 
usual oVer-ieacling. 

Now, evervoni* is ealtnl.iting the iiu 
))aet ol this iiieKhnl on eletlion Je¬ 
suits ni thc“ Noilli, Tins i> also a 
sainjile of the messy mood we ai<* jn. 
Results iiie swased b\ ii i idi’iits of a 
kind which m mans paits of the wodtl 
\s’ould b(' treated inoic as abtuiations. 
However, the eoininuiial heiitage of the 
continent cannot lie wished away 
SiginficanlU, (‘vei> paily has trie d to 
outdo the other in rousing inoh anger 
Ijeyond eontiollable limits (the Con- 
giess-R ineludcd!). 'Ihi' big goo/i/hM' 
and tlic little ffoondas on all sides have 
had a field this leading so-ealletl stu¬ 
dents into balth' or organising huudh^ 
or indulging in unadulterated hooliga¬ 
nism \vhi(‘h damages us more than 
Pakistan, the anogant, self-pioclaimed 
villain of the iiiete. 

Let us hope that the impact of these 
activities is minimal and that the openly 
communal politician.s, who are playing 
this giune with passion, will receive a 
.sound thiashing at the polls. 

Meanwhile, it looks very much as il 
the trend in suppoit ol the ruling 
Congress is strengthening throughout 
the country — and this, despite the 
re-harnessing of discredited careerists 
in tile lists approved In the iiiling 
Congress party, the dictations of ligid 
and unbending chief ministei.s, and the 
continuing power manipulations of the 
leadership at the Centre. The record 
of coalition governments has been so 
dismal in every State that there is a 
genuine fear ol establishing "'a coalition 
situation” at the Centre. Indira Gan¬ 
dhi's stress on going it alone and 
appealing for a clear majority is having 
eflFect. 


Ol coiiise, by tlie same logic, 
w’herevcM State elections arc being held, 
the same desire, to consulidalc behind a 
paity which might ilcliver the goods is 
rioticeahle. XVhat this moans in the 
rTitieal aiea ol \V(*st Bengal is anyone’s 
guess. Jt seems fairly clear that ihiee 
‘fronts' will be contesting — and. may 
he, atljustmg — il tlu* law' and oidei 
position can he rnaintamed foi th(’ 
IJollmg. Without a doubt, the de-lmk- 
ing of the Uik S*»hba election, and its 
iiiliuence on the icsult, will be (he hig 
(|uestion m.uk heloie, dining and alhi 
the election. 

In othei wolds, ;l would not he an 
exaggeiation to say that over-reaction 
to the d nice s nila'ient m the piesviit, 
splinteied, laetionalised political situa¬ 
tion. IS hiMiding .1 kind oi landshd<‘ m 
favoiij ol Jndira Caritlhi’s paitv All 
I (“polls leaeliing (he C^apital s(‘ein to 
say: “Who (“Ise hut indiia Crandhi can 
lule uj Ut'llnr’’’ 'J'hjs ma\- he a de¬ 
moralising eonime’iiUu> on the slioitage 
ol leaders ol national standing, but jt 
points to the kind ol choice the eleeto- 
late must make. T’he alternatives to 
hidiia (hmdhi's mling jiarty uinain too 
depiessmg .... 

And. here, oik* can sta.- the major 
failing of the Kighl-wing ‘(»ran(] Alli¬ 
ance'. To Ix'eoiiie cri'dible a.s an .iltei- 
nalive. it had to annoimee itself as an 
alternative govciTiment. .'\ ‘slnidow 
Chibincl’ could have been proclainu'd, 


togethci with a more specific pro- 
giamnic of priority actions. It is 
widely known that such an exercise 
could not even begin; it would have 
caust'd major cleavages among the am¬ 
bitious gioLip leaders. This is where 
Indira Gandhi scoivs heavily. 

The daily new.si)aj;ci.s continue to 
plug a cliche a day on the matter of 
^‘leitions. Judging from the headlines, 
souK^ (“ditois and leporters have sud- 
(leiilv hei'orne awaie ol caste factors I 
Oeeasioii.illy, a peri'ci^tivK* corrcsiW)n- 
dent, with the capacity to communicate 
with ordmary p(*oph‘, cuts through tlie 
crap and pioduc'cs a sensitive account 
ol a constituency m tlu* grip of now 
Stillings. Bui, only occasionally. The 
(“ditors, who are forevia editorialising 
about the ineajiac itics ol this or that 
section. iK'cd to lak(' a look at them¬ 
selves and till* dull n(n\spapers they 
edit. 

Whi sit III ihe (hipitah vei) nmeh as 
if on a mounfairi foji. (iovenirnent 
einpl()\ees with iheir frustrations, and 
tin* stiulenls with theirs, arc not repre¬ 
sentative of this f.u-flniig and varied 
subcontinent. Nor are the bureaucrats, 
now dividt*d betw'oen the politicalised 
t 3 'pis and the tiailitional l(‘nce-sitteis. 
The riiiiie Mmistei, fon‘ver on her 
hiiiricanc-like crowded election tours, 
leiiiains .ibont tlu only person who is 
in touch with the subcontinent. 

Tbc issiK'S have certainly iiarrinved 
down to Indiia Gandhi and what she 
rejn-escnts — over-reactions notwith¬ 
standing .... 

Fi'bmaiv 8 
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Credit Squeeze Tells 

Nishtar 


COTTON and uilsreils inaikcts picsrnt 
an altogether iliffeient look. I’hey have 
taken a right-vilx)iil-tiini .ind inovctl 
down suiltiv. Hulls who liad been 
durninathig the seen(i loi months and 
had held the inaiki ts virtu.illy to lan- 
som — l)us}ung jiiieis up \vhen they 
>.hould Moimally have beiMi lueliiKMl 

lowei — are ou I hi' juii. l\ipei i;)rofils 
aeeuinulated over several wei-ks have 
been ecnivr'iled into losses in as many 
tlays. Theie havi* been leports ot 
‘(listless’ selling caused by the failure 
of some opiaatois to honour their 

(‘ilh'gar) eoinmitnuMits, ille^ral bi-caust' 
speculative iwsitioiis had been built 
up despite the ban on loiwaid tiadiiig. 
One olleu wundcied what the Junuaul 
Maikets (Commission had been doing 
all the w’hih' llie ( vei-watehful (Com¬ 
mission cannot be unawaie tliat the 
V'olimie ot illegal business at vaiious 
impoitant eenhc's fai r;\ei'eds the turn¬ 
over ollieially lec'oided m the leeog- 
insed mark(‘ts. 

Strange as it might appeal, the le- 
cent sluiij) bie.ik m piiees and thc^ 
cliastie change m sontiment .ue .ittn- 
buted mainly to the ciedit sipieivt'. 
Stiange, because until a tew weeks 
ago, market nuai scoffed at credit c'on- 
tiol measures, .ugmng th.it bank credit 
h.ul veiy litth' to do with the rising 
trend m prices which rellected esseu- 
tiall>' the .icute shortage' of supplies. 

It is pointcid out that the situ.ition has 
changed materially now that the banks 
have either suspended discounting iniil- 
tani hundn's or havt* x)iit up the dis¬ 
counting rales. This has Ic^d to a fuithc^r 
rise in llie lending rat(‘s in the indi¬ 
genous money market which provides 
the bulk of finance to the trading and 
iuisiness emnniunity. 

Multanjs under Pressure 

The impact ot the ercdil sipieeze is 
by no ineaTis easy to as.scss. But there 
set'ins little doubt that markets are 
now' beginning to feel the pinch. What 
seems to have upset the trading eoin- 
mnmly is the Heserve Bank’s advice to 
sehednled banks to more? carefully 
scrutinise the? piiipose as well as teims 
and conditions of credit evtended b> 
the nmltanis. 'Hie ciucsticrn of making 
credit more purpose-oriented and re¬ 
lated to actual ncx'ds for a specified 
period of time ha.s been engaging the 


attention of the Reserve Bank for some 
lime. Banks have now been asked to 
initiate* measuies for a gradual replace¬ 
ment of the present cash credit system 
with hills and hrans. Vigorously pur¬ 
sued, this iioluy could go a long way 
m I'liibmg s])i ^Illative pressures w^hieh 
.in* known to have been plaving havoc 
With the markets. 

Factors inffneiieiiig piices ai'e manv 
and varied and thc‘> do not lend thc'iU' 
s(‘lves to r*asy .inaKsis. Credit s<pieeze 
has had its imiraet. Scutiment has also 
been afl(*eted by political uneertainties. 
But juKcs would not perhaps have 
tumbled tfn* w .iv fhr*y have if they had 
not been eailier pushed well beyond 
the limits oI le.i.son. Never before liad 
cotton [iiiet's risen the way they did 
this season. The rise dining the lour 
month ireiiod ()i fobei-Jamiaiv exc'ced- 
ed the total use o corded over the irast 
lour >'eais, or even longer peihai)s. 
Shc)itag(? of eolttrn alone would not 
have piodiieed such a fantastic rise. 
The demand-supply filiation had got 
seriuuslv distorted by inflated specula¬ 
tive dc'inand. The recent sharp fall in 
prices — by Rs .'350 to Rs 600 a can¬ 
dy — tiom the Jaiiuaiy high levels has 
'Apos('d the speculative? nature ot the 
pi ('ceding rise. 

Incieased flejw of cotton arrivals in 
Cujaiat, l.irgcr availability ot imported 
tibie (cotton and staple fibre) in the 
near liitiiu' hec'aiise ot the apx^rroaehing 
end ol the* shiimient period toi quotas 
alieady i(’leased, the release of a fresh 
(junta lor import of oik? lakh bait's ot 
cotton stripling tjne inch and above (to 
b(‘ given to mills w'hich undertake? to 
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(per quintal) 

132.25 

141.12 

Linseed April 
(per (jurnlal) 

156.00 

168.00 

(uonndnnt oil 
(10 kgs) 

41.50 
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(arttonsced oil 
(10 kgs) 

41.00 

41.7.5 

(Jastor oil 
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38.00 

40.50 

Linseed oil 
(commercial) 
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47.00 


supply yam at fixed prices to band- 
looms) and sluggishness in the piece- 
goods market — all these factors have 
c'ombiiied to x^rodiice a sharp fall in 
cotton prices. It is to be hoped that 
the market will continue to display a 
.sott tendency. This will help sustain 
the export effort without the promo- 
tion.il assistaiic'(* having to be stepi>ed 
np m a vc'iy big way. 

IN Smuggijng 

Oilseeds and oil piices have regis¬ 
tered their .sharpest decline for any 
single? week for .some iiKWiths, 7'ho 
week s lows were recorded on Fehrn-. 
aiy f) vvlu'U ‘distress’ .selling caused by 
the failure of a promincut bull erpera- 
toi to m('(*t his liabilrtic's sent prices 
well below' the lowest lev(‘ls recorded 
in Jamtary. (Castor futures have Ir'Cii 
marked down from Rs 151.50 to Rs 
137 (i)er (piintal) arrd linseed futures 
lioin Rs 161 to Rs 140, though the 
latest (jiiotations me a little higher. 
Spot prices have lecorded much steep- 
vv ch'elines. Oil prices have lost about 
Rs 200 a tonne. 

Ciastor lutuies have come under 
pre.ssine because of the increasing arri¬ 
vals of the n('vv crop w^hich is (?.\'pect- 
ed to yield about '30,(XK) tonnes more 
than the 1960-70 harvest of 1.15 lakh 
tonnes. Linseed arrd nmstardsecd priei*s 
have eased on prospects of improved 
sujqolies after a few wcc'ks. Arrivals 
ol groundnut oil have been on the 
lrigh(?r side, leflc'cthrg mainly anxiety 
on th(i pait of stockists to dispose of 
their goods h'st prices decline still fur¬ 
ther. 

In January, bulls had rigged iq) the 
market clesp/ito pc'nal niaxglins; last 
vvc'c'k, thc'v showvd little inclination to 
snppoit the market even themgh both 
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castor and linseed futures were avail¬ 
able well below tlie marginal lines. Apart 
from credit curbs and improved rabi 
crop prospects, trading sentiment seems 
to have been affected by the likely de¬ 
cline in smuggling of oils to Pakistan 
— this is no small trade — because of 
the increased vigilance on the borders 
following the iceeiit tleterioration in 
Jndo-Pakistani re 1 ations. 

Stock Market 

Speculation Becomes More 
Costly 

THE stock market v\'ore an unc.isy loi^k 
last week. It Staged a Imther retreat 
under pr<‘ssurc of light but persistent 
selling which was mostly in the natuic 
of bull liquidation. 11 last week’s per- 
foniianee \^■ere to be repeated, the 
market would huvt* moved very close 
to its November/neeember lows which 
have by now eonu' to be regarded as 
iinpoi-tant support levels. ThtMc was 
no dearth of pleasing corporate news 
during the week but it brought little 
cheer to the market. Nor did the 
market lake any serious notices ot ihc^ 
crash progi amine to 11111 ) 01 1 sterl in 
large quantities to lelieve th<* shortage 
which has been seriously hampering 
production in the engineering indnstiy. 
The niaiket is oppresscnl by a miinbei 
of adverse influences. 

(airbs on advances against shares are 
being tightened. Kepayment schedules 
already fixed for advances of Rs 5 lakhs 
and above are to be strictly adhered to 
and banks will insist on phased repay¬ 
ment of advances between Rs 1 lakh 
and Rs 5 lakhs. Some banks are re¬ 
ported to have iinpos<‘d rt;strietions 
their advances against shares with a 
view to achieving an immediate re¬ 
duction in the quantum of outstand* 
ings. The credit .squeeze is beginning 
to tell. The all-round increase in lending 
rates has pushed up cairy-forward 
charges which stock market bulls (in¬ 
cluding investors!) have to pay for 
ketiping their (speculative) purchases 
alive. 

The coal industry is facing a crisis 
of accumulation of stocks at pitheads 
due to transpoit bottlenecks created by 
labour trouble and many coal-based in¬ 
dustries are starved 6f essential supplies 
to keep their plants running. If the 
situation docs not improve quickly 
enough it is bound to affect production 
adversely. The stock market can ill- 
afford to ignore this factor. The politi¬ 
cal situation also is causing anxiety. 
The relations between India and Pak¬ 


istan have come tinder considerable 
strain following Pakistan’s complicity 
in the destruction of tlie hijacked Indian 
plane in Lahore. In a situation . like 


this, stock market bulls can do no bet¬ 
ter than to lighten their commitments 
and mark time. Investors have very 
little to bother about. 


COMPANIES 

Burden of Kith and Kin 

Hansavivek 


HAVALGAON SUGAR s balance sheet 
as at the end of September 30 last 
shows, among its “loans and advances ; 
unsecured, considered good” Rs 
17,50,0(X) as “deposit with a company”. 
This amoimt icpiescnts the balance to 
be icccived from Premier Automobiles 
out ot Rs 20 lakhs w'hich W'as due for 
repayment as fai back as January 1968. 
J^reinicr Automobiles is the company's 
sister concern. The company’s total 
investments (exceeded Rs 20 lakhs 
against Rs 21 Jakhs at the end of the 
last year. Most of tliese investments 
have been held for a long time and 
are in the shares ol companies like 
Premier (^instruction, Walehandnagai, 
Hindustan Constination, Pieinicr Auto¬ 
mobiles, Scindia — all ot which are 
either sister concerns or aic companies 
with which the directors or some of 
their family members arc closely asso¬ 
ciated. It is stated that the aggiegatc 
market value of quoted investments was 
Rs 4 lakhs in excess of the cost. If 
these investjnents liad been liquidated, 
the company’s litjuid position would 
have been sounder. Although the 
year-end figures ol borrowings show a 
reduction of about Rs 39 lakhs, inter- 
e.st paid daring the year exceeded Rs 
9 lakhs (Rs 6 lakhs). On the othex 
hand, dividend receiv<‘d on shares and 
interest on securities together brought 
in less than Rs 2 lakhs. Donations in¬ 
clude Rs 75,000 to the Walchand 
Industries Charitalile Trust. 

Ravalgaon produced good results lor 
1969-70, although the total quantity of 
sugarcane crushed was slightly l('ss at 
2.06 lakh tonnes (2.10 lakli tonnes). 
With increase in sugar recovery from 
9.78 to 10.3 per cent, however, sugar 
produced amounted to 2.12 lakli bag.s 
(2.05 lakh bags). Sales rec-orded a 
uear-25 per cent rise in value and 
closing stocks \vere reduced from Rs 85 
Jakhs to Rs 49 lakhs. Margins showed a 
slight reduction and gross profit rose by 
about 20 per cent. The gap was rc- 


diu ed at the het level as a result of 
inereasetl piovision for depreciation. As 
beloie, the dividend w as well. covered. 
Not(\s forming part of the account.s 
leveal tliat confirmations havti not yet 
been received from some ot the debtors 
and crcditois. Also, adilitional liability, 
it any, arising from the fixation of cane 
pure by the Sugaicane Price Fixation 
Boaid in respect of sugaicane supplied 
})y Maharashtia State Farming Corpo¬ 
ration during 1968-69 and 1969-70 is 
not provided for, as the amount is 
“uuascfi tainable”. 

UN 1C :UEM LAHORATORIES^ chair¬ 
man, A V Mody, comments tliat the 
public sector units, instead of helping 
to retluce pi ices of drugs for the com¬ 
mon man, have tended to increase them 
with their “peculiar” ways of costing, 
pricing and financial control. There 
would be a “trenicndous” increase in 
the cost of raw materials as a result of 
channelisation of major imports through 
STC and purchas<*s of raw materials, 
particulaily of vitamins, from IDPL 
which will cost Unichem 200-300 per 
cent more than tlie erstwhile market 
rates. Out of the company's 263 pro- 
ducts/packs, prices ol 104 were 
I educed, 138 remained unchanged and 
21 were allowed to be increased from 
January 1. The exact impact of -all 
this on profitaliility will depend on the 
eventual product-rnix, elimination of 
lower price as a selling point in the 
“highly competitive” market of ethical 
phaimaceutical specialities and “nume¬ 
rous” other factors. The company will 
try to increase its sales volume, cut 
exists wherever possible and diversify 
into food products. These efforts, the 
directors say, will “go a long w^ay in 
satisfying the leasonalile expectations of 
the shareholders”. 

During- thr^ year ended September 
1970, the protein divi.sion at Gha^iabad 
w(*nt through initial teething troubles 
and has'started normal production. The 
pharmaceutical division there experi- 
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enccd a prolongt d strike, but the 
Bombay unit’s production showed a 
*'good increase**. Tiic company is as¬ 
sured of regular supplies ot certain 
basic chemicals and raw inalcuals from 
Uni-Sankyo, (Established in Ilydcjabad 
in collaboiation witli Sankyo of Japan, 
in whicli ihc corni)any has invesU'd Hs 
1 lakh. l^Apnrts incu'ascd l)y aI)oiit 
33 pci tent the seal. J )jstnhiitni s 

have been appointed in flongkong. 
Indonesia. Thailand and (a'ylnn. 
Mf^anwhile, home sales ol phanuae<'ii- 
lieal products during lh(^ liist ((iiartcr 
o( th(i eiiiKMit yeai have been “(juiP^ 
vMKEoui aging”. Saks in 1969-70 in- 
cr(‘ased b\ 12.6 pei cent m s]ntc of the 
j)rie(E uneertanities and eonscriucmt dis- 
I()cation ot nonnal trading. but gross 
profit declined by about 8 per cent — 
owing largely to ineu'ase in intcaest 
charges and diseontinualion of the ta.x 
eiedits .ivailablc' in the pievjous yeais. 
Th(* year-end figuies ot hojrowings do 
not rev<’al the high liwd of boiiowing 
that ]XMsisted dining the yeaj (in ac¬ 
count ot iiu leased tuintn'ci and (‘on- 
secpieiitly intjeased leciuheinents (.)! 
working capit.il necessitated hy heavy 
invi-mtoiies. Net piofit ^^^ls also lower 

I he Week's C'.onipanies 


and this found reflection in the reduced 
dividend cover as u'ell as in lowc^r net 
letnrri on total funds employed in 
business. 

r ANY AM CEMENTS complains that 
th(E (a'lniait (aintiol (Amendment) 
Order, 1069, fixing imifoim price ol 
Hi too per tonne for all factories, gave 
it a price iner(‘as(' of Rs 4 per timnc 
only against Rs 9.50 per tonne to some* 
other units. "tlH' Order w'as stuick 
down by the Madras High Couit, hut 
Ckweinment obtained an interim stay 
and went on .ippeal. The iimTorm 
price*, therefore, continues t(^ he op<‘ia- 
tiv(3 till the appeal is disp(3scd of. The 
C(Mitial Gov(“inmenl defcired imple¬ 
mentation of its proposal to deeontiol 
the priee and distributi(w of cement 

on repiesentations by many prodiK'ers 
and State goveinnuiiits. The final deci¬ 
sion is \et pending. Panyam's new 
[)l.mt, ecmimissioncd last year, has not 
Ix^eii w'oikmg satislactoiily. Technical 
trouhh's and lh(^ st()i3j)ages to e(jri('et 
them affected elmker iiioduction and 
kiln output. AGO \5, kei s-Ral^coek, sup- 
pli(‘rs of matliincry, and IIoltiEc Engi¬ 
neering, consultants in the fk'hl, an^ 


helping solve the problems- During 
their 15th year ended August 1970, 
eemrnit i)ro(luction and despatches 
were higher at 3,31,089 tonnes and 
3,34,492 tonnes, against 2,95,231 ton¬ 
nes and 2,89,417 tonnes, respectively; 
clinker production was lower at 
2,82,961 tonnes against 2,87,850 to«i- 
nes. Shortf.all in clinker production 
apart, spiralling costs reduced margins 
notit^eably. While net sales rose by 18 
per cent at Rs 4.23 eror(‘s and tax 

credit low^ards excise duty rebate 
doubled at Rs 14 lakhs, gross profit 
edged up hy a mcic Rs 1 lakh 
to Rs 95 lakhs. Net profit was 
actually Rs 3 lakhs Jow(’r at Rs 46 
lakhs, because of higher piovision for 
denu’ciation. As a result, the iiiKhanged 
divivl:*n(l ol J2 j)cr cent was slightly 
tiin.’ined. Folhnving an agreement 

with tilt* eini)l()\ees‘ union, giatuity 

.sehemes li.ive been mtioduei'd and 

R^ 3 lakhs bavi; b (.n set aside t(jwards 
cstimal('d liability on this aeeoimt. TIk' 
piimaiy c riishei ;it the (piany was 
('ommissioned in Scptembei last. With 
its eontinijous opei ation, I he capacity 
ol tiu* sf'conelaiy eiiishei will n'se. 

(Rs in lakhs) 
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30-9-70 

.3()-9.(><) 

30-9 70 
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Paid-up eajiital 

51 

54 

54 

51 

171 
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R(^serves 

92 

86 

57 

48 
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90 

Borrowings 

61 

100 
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96 

263 
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of iifiUh Teim boi row nigs 

15 

45 

1 

— 

202 

221 

Gloss fi\(*d assets 
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97 
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Net fixed assets 

54 

49 

74 

57 
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Investments 

20 

21 

1 
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33 

26 

85 

103 

131 
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Cmrent assets 

132 

151 

90 

79 

J27 
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Stocks 

39 

8.5 

62 

18 

16 

30 
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24 

28 
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83 

55 

Net salt's 
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12 

10 

17 

18 

5 

4 

Raw' matiiial costs 
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Wages 

45 

39 

55 

48 

29 

24 

Interest 

9 

6 

9 

6 

26 

20 

Grtjss pu)fit{-H)/lossf —) 

27 

22 

40 

41 

95 

94 

Dopiceiation provision 

8 

5 

9 

11 

49 

45 

Tax provision 

9 

9 

16 

17 
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10 

8 

15 

16 

46 

49 
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1 

— 

1 

1 

27 

28 

Transfer to reserves 

Dividend 

9 

9 

13 

16 

— 

^ 9 

.Amount 

V 1 

K 1 

P 1 

E 4 

5 

5 

P 5 
E,15 

P 5 

E 15 

Rate (per (cnt) 

1’ 5.5 

E 12 

P 5.5 

E 12 

10 

10 

P 9.3 

E 12 

P 9.3 

E 12 - 

Clover (times) 

2.25 

2.00 

2.80 

.3 00 

0.9^3 

1.06 

Ratios (per cent) 

Gloss profit/sales 

6.19 

. 6.19 

10.75 

13.33 

22.46 

26.33 

Net profit/capital employed 

4.83 

3.33 

6.91 

8.08 

8.30 

8.76 

Inventories/sales 

11.21 , 

24.00 

16.66 

14.54 

3.78 

8.40 

Wages/sales 

10.30 

11.00 

14.78 

14.54 

6.85 

6.72 
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FROM OUR CORRESPONDENTS 


N^W DELHI 

Arithmetic of 

THE Planning Commission appears to 
be proceeding on the assumption that 
the mid-term poll should in no way af¬ 
fect the formulation and putting into 
operation of the Annual Plan lor 1971- 
72. It will even go so far as to sug¬ 
gest that there is no need to put off 
the presentation of the budget beyond 
March. Alter the elections the new 
government can take a vote on account 
and then shortly alter present the full 
budget lor consideration of the new 
Pailiaint*nt. This \^'ay the budget could 
be through Parliament by April. 

All this can probably be doiu; il the 
goveminent d(*i)artinents, in particular 
clepaitments of the Finance Ministry, 
havii everything ready ior the new gov- 
enim(‘nt to take iht* final political de¬ 
cision. On its part, the Planning Com¬ 
mission is tiymg to get tlie annual i^lan 
ready for presentation to the new gov- 
cmqnent as soon as it is formed. In its 
reckoning, whatever inoflilications in po¬ 
licy and levisions in the P'onrth Plan 
are desired, may be undertaken alter 
more ilelailed examination; meanwhile 
the opeiatioii ol the Fourth Plan in its 
prew^it lonii should be allo\A'(id to go 
on undistuibed in its third year. 

It is on this assumption that the Com¬ 
mission has more or less finalised the 
annual plans of the Slate goveniments. 
It is also tr>’ing to put into s(jme kind 
of a definite shape the annual plan of 
the Central Government, on the basis 
of proposals put forward by the various 
Central ministiies. However, it has 
been far easier to formulate the annual 
plans of the State govemineiits. The 
Central ministries are more diificiilt to 
tackle in the prevailing circumstances. 

In the case of the States, the issue of 
Central assistance which is sc vital for 
deciding their plan outlays has been 
apparently resolved by the CewnmisSion 
reconciling itself to the position that 
any significant step-up over the levels of 
last year is not possible, at least at 
this .stage. The Commission had been 
earlier pressing for a sizeable increase 
in Central assistance next year, from Rs 
635 crores to Rs 800 crores. This was 
considered necessary to give the deve¬ 
lopment process the much needed boost 
In the third year of the Plan and to 
make the State plana viable. The Com¬ 
mission has now settled Idr a figure ol 


Annual Plans 

Rs 700 crores and has distributed il 
among the States on the basis of the 
agreed formula. The outlays on the State 
plans have been fixed by adding 
up the Central assistance to the esti¬ 
mates of the States' plan resources. 

The pietun* as it has emerged from 
this simple anthiiietic exercise is not 
very imiiressive. In spite of the very 
strijiig feeling that development in the 
first two yeais of tlie Fourth Plan has 
lemained sluggish and that a big step- 
up in eflort is called for to make up for 
the lags and shortfalls, the State plans 
lor the coming year fall short of re- 
(|uirements. Though Central assistance 
will increase by about Rs 65 crores, the 
onllaNs on the State plans will be only 
marginally highi‘i than in th(i current 
year. This means that the plan resour- 
ees ol all llif* States taken together arc; 
likely to shrink in the coming year. It 
the mounting agitation ot State* Cov- 
emnient einphnec s is taken into ac¬ 
count, it is quile possible that in th<; 
absence ot efloil to raise additional re- 
souiees, it may be difficult to finance 
even the outlays now pioposed for the 
Slate plans. 

RkOIONA 1, UlSPAHl HKS 

It IS proposed to make a sizeable iii- 
CHMse in outlay only in the case of 
Madhya Pradesh, Irom Rs 75 crores of 
estimated expendituie in the current 
year to Rs 90.5 croies in the next year. 
This is accompanied by a commitment 
on the pait ol the State to raise addi¬ 
tional resources. The proposed UP plan 
also provides for an increase in outlay' 
from Rs 172 crores to Rs 209 crores. 


Bui this is not very firm because, far 
from raising additional resources, the 
UP govemiTK^nt has accepted additional 
commitments of non-Plan expenditme. 
For all the other States, the proposed 
outlays are either the same as in the 
current year or only marginally higher. 
In the case of Mysore, there is actually 
a cut. Compare<l to an estimated ex¬ 
penditure of Rs 72.26 crores in the 
cuiient year, the outlay for the 1971- 
72 plan is proposed at Rs 70 crores. 

An iniiiortant issue which figured in 
ihe discussions on the size of the State 
plans lor 1971-72 was that of growing 
regional disparitic's. The present formula 
for disliibution of Central assistance, 
which gives n'lativoly small weightage 
to backwardness, has liardly helped to 
achieve the much talked of objective of 
rf'dncing regional disparities. As mat¬ 
ters stand, the inori* advanced States are 
able to finance a far lugger develop¬ 
mental effoit than othc;rs and the pre- 
s('iit system ol distribution of Central 
assistance iloes not help much as a 
corrc'cbve. 

Ontral assistance* next year for Maha¬ 
rashtra, for instance, will amount to Rs 
49,16 Cl ores. But th<^ State will be in 
a position to add siibstaiilial resources 
ol its own to finance an outlay of Rs 
178.74 crores. On the other hand. Ma¬ 
dhya Pradesh which will get Central 
assistance of Rs 52.4 croies will bo able 
to aftord an outlay of only 90.5 chores. 
Bihar will get Central assistance of Rs 
67.60 crores, but will have a Plan out¬ 
lay of only Rs 96.73 crores. 

In the course of the Planning Coni- 
missioii’s discussions with them, the 
Chief Miriisteis of the more backward 
Stales insisted that sometliing should be 
done to help them. The Commission 
was syinpathelie to this plea, but there 
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was nothing that it could do. It is es¬ 
sentially a problem for the political 
leadership to tackle. All that the De¬ 
puty Chairman of the Plamiing Coan- 
niission could offer to do was to spon¬ 
sor a discussion ot this issue at the next 
meeting of the National Development 
Council, 


Multiple Follow-up 

Th«‘ JManning Coimnission is conwn- 
ing on Februaiy 15 a meeting ol lead¬ 
ing ecorujniists tt) discuss the leport of 
the Dantwala Commiltee on Unemploy¬ 
ment Estimates and to work out follow¬ 
up measures in the light of its recom¬ 
mendations. Expert gioiips aie proposed 
to be s<*t up to mKl<‘itak<‘ studies; m 
depth in eeitain aieas indicated as re- 
(piiring such study m the Commission's 
report. According to the Planning (Com¬ 
mission, “the pioposed programme of 
studies and smvevs should aim at de¬ 
fining and t'onen.'tjsing a ptogiainme ol 
rapid expansion of emxiloytnent con¬ 
sistent with planning for economic d<‘- 
velopriK'ut at desirable rates of growth 
of the economy as a whole”. The De¬ 
puty (Chairman of the Planning Com¬ 
mission has also prepaied a paper 

SOUTH 


IN many waxs the most interesting of 
all the electfiral conlrontations in the 
countiy is taking plaee m Tamil Nadu. 
And this is not only because of th(' 
dramatic withdrawal of all the candi¬ 
dates of the ruling Congress fioin the 
Assembly el<‘ctions. More than this, the 
(.‘ompositioiis and the stiength oi the 
challenge horn the Syndicate gives the 
battle there its special eliaracter and 
interest. 

Karnaraj is, perhaj^s, the only leader 
ol the Syndicate who has been a))le 
not only to win over die major iiortion 
of the cadres and mass bas<* of the un¬ 
divided Congiess but also to impart a 
sense of dynamism to what is now the 
Svndicatc. He has himself gone from 
village to village as also from college to 
colleg^< displa>ing an energy that no 
Congress leader has matched e.xcepting 
the Prime Minister. His presenct*, 
with the aiisleiity aiul busine.sslike 
approach combined with a thrusting 
shrewdness, has been helpful to his 


dealing witli reorientation of policies for 
promoting employment in the economy 
and w^ith employment in rural areas 
specifically. 

VV'hile the Planning Commission is 
taking up the fjuestion of iinemploy- 
irient on its siile, parallel work along 
similar lines has been initiated by the 
Union Labour Ministry w'hich set up a 
Committee on Unemployment some 
time ago with wide terms of reference, 
'file Commiltee has already had two 
sittings and has decided to nndertak ■ 
studies and investigations under its 
aegis. At its last meeting the Committee 
took the view that the question of un- 
tunployment coiiltl not be treated sepa¬ 
rately Iroin the general economic and 
fiscal policies. Hence, it would have to 
make pionoiinceinents on these jX)lici(‘s 
too. 

Meainvliile, the cra.sh programme 
for x^ioinotmg employment, formulated 
oil thf' lines of the resolutions of the 
Patna s(‘ssioii of the ruling (amgiess, 
lias already been announced and othei 
similar programmes are under study in 
the Prime Minister’:, Secretanat. 

What all thi ‘se parallel efforts imply 
is jierliaps more contusion. They also 
reffi'ct the general downgrading of the 
Planning Commission. 


eausf. but th(* mam bin den of his 
message has been that the radical 
changes iiecessar>' to impiove tlu'. lot 
and the status of the downtrodden as 
well as to ensure the continued iiidus- 
tiial advance of Tamil Nadu, cannot 
possibl>’ be implemented hy persons 
like Subiamaniam and fihaktavatsalam. 
And the veiy fact that the Piiine Min¬ 
ister tlepcnds on such persons is a 
sign, so mils his propaganda, that her 
own socialism is only skin-deep. His 
personal bitterness against Indira Gan¬ 
dhi and the manner in which her posi¬ 
tions fluctuate are expre.sscd in the 
form ol “inside stoiies" which certainly 
eai^tivate, even if not permanently. 

As against the DMK, he is able to 
use with devastating*^ effect the almost 
universal character of the corruption 
which corrodes it as well as the lack 
of any impressive social achievement 
which it had promised and which 
might have enabled it to demarcate it¬ 


self from the Congress of Tamil Nadu 
when Karnaraj was its undisputed 
leader. 

The big liability from which Kama- \ 
raj's canipaiga suffers is, hoxx'ever, the 
unabashed support that Rajaji has ex- 
trtided to it. Everybody in the State 
is well aware of the almost patholo¬ 
gical liatred that these two worthy 
leadeis entertain for each other. Every¬ 
body is also well aware of the fact 
that Hajaji has an unblemished rmird 
over x'ery many decades of only sup¬ 
porting causes and personalities which 
vveie advantageous to the Right wing. 
How could, then, such a x>erson commit 
himself to Kamaiaj if the latter was 
really bent on going ahead with a 
radical piogramme'r* And how could 
Karnaraj oveicome his personal animus 
tow'ards Hajaji and not tow aids the 
1^'ime Minister when the former w'as 
ceitainly not more to be triistcnl than 
the latter when it came to any kind 
of radicalismAs for the DMK and 
its corruption, could Karnaraj vouch for 
so man>’ of his closest c'olleagues in 
this r(*gard — indeed who elst' in his 
party apart from him could b(i tnisted 
to be honest? Finally, as far as social 
achievtuK'nt ol a radical kind is con¬ 
cerned Kaniarai, w'ht*n he was in iiowtT, 
not only had no recoid to offer as a 
contrast to ihi' DMK hut no pro- 
gi amine (Mther and no j^irsp(*ctive. 

It is the last point which is actually 
the trump card of the Progressive 
Front which has been set up in Tamil 
Nadu. The aspirations and the intel- 
ligencfr ol the common man should 
not he undere-stimated. He may not 
be absolutely clear about everything 
but he is aware that something rather 
sc'iioiis is on. He is aware that in the 
present electoral battle the contest is 
not about personalities or past perform¬ 
ances but about the main direction of 
tlevelopment in the immediate future. 
He is aware that in this contest roughly 
two opposing coalitions have come into 
heing and that one has to exercise a 
choice betw'een these two on the basis 
of the possibilities of this immediate 
hitiire. And it is Karnaraj who has 
chosen to be on the wrong side rif the 
dividing line in this clash — ot this 
also the popular awareness is growing. 

Co.VGiiKss Miscai.c:ulaiion 

It is against this background that one 
has CO understand the dramatic decision 
of the Congress not to contest any of 
the Assembly seats in Tamil Nadu. 
Without the Progressive Front continu¬ 
ing it would be difficult to meet the 
challenge from Karnaraj. And the 
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DMK proved its political sagacity by 
refusing to sacrifice its other allies for 
the sake of accommodating the Con¬ 
gress. It knew its strength. It also 
knew that abandoning its other allies 
would result in the Congress seeking 
to absorb it and this it was not pre¬ 
pared lor. As a matter of fact, its 
vision of the Indian mainstream is a 
vision of many rivers, not of a single 
.stream. And this is how it should he 
it the full richness ot India is to find 
articulation in th(* anangernerit of its 
polity. Neveitheless, tlie turning ot the 
DMK into a part o) the generally pro¬ 
gressive torces m the coimtrs' Is a most 
important gain tor the Left anrl demo¬ 
cratic inoveiiK'nt in the country as a 
whole. Th(* price ot complete eclipse 
at tile State level which the C(mgr<;ss 
has had to jiay need not hav(‘ been 
paid. It was the overainbiliousness of 
certain Congress leaders and certainly 
an overassessnieiit of their own strength 
that letl to this peculiar rtisult. This 
could have been avoided it the C^oii- 


AT one time the Naxalite movement in 
Calcutta drew a lot ot sympathy, jf 
not suppoil, troni uncommitted iK'ople 
because of the paiticipation of ‘bril¬ 
liant students’ of ceitain w'cdl known 
Calcutta colleges in this movement. 
Recent repoits suggest, however, that 
this element is no longer the major 
component ot the inovenienf; many ot 
the college students arc (uther drop¬ 
ping out fir aie switching their alle¬ 
giance to the Maoist Communist Cen¬ 
tre, another pro-Chinese parly. Those 
who have taken their plac<? in the 
Naxalite movement are teenagers — 
mainly school drop-outs — who artj 
now holding the* stage through repeat¬ 
ed daring actions all over the city. 

Many people are w'ondering how so 
n^any young boys could be recruited to 
this movcmfmt within a short period of 
.seven or eight months. They aie also 
surpri.sed by the degree of militancy 
and recklessness exhibited by these 
teenagers in their operations. The 
teenagers' mode of action is to work in 
groups of five or six. They attack their 
victims in broad daylight in crowded 
streets and kill them through repeated 
stabbing. The operation normaily lasts 
between one and two minutes. The 
people of Calcutta have been witnes¬ 
sing these frenzied attacks with a sense 
of disbelief. How, they ask in private 


gress leadership had been blessed with 
more reali.sm. 

In any event, while the specific con¬ 
figuration ot the contest need not have 
been what it has turned out to be, its 
geneiic character could not have been 
different. Tn the country as a whole 
the Congress has ceased to be the sole 
paity of power, testifying to the histo¬ 
rical decline oi the role of the capitalist 
class m our coiintiy. These are irre¬ 
versible facts which first cleaily came 
to light 111 1907 but which r(‘Hectt‘(l 
the fibjective lact ot the general crisis 
ot the capitalist path of ilevelopirient 
w'hich Congress mle had fostered and 
embodied for over two decades. Para¬ 
doxically, it IS this very lo.ss that has 
given the Camgit'ss a chance to le- 
fashion itsell and to aecommodate itsell 
to the changed leahty. And an impoi- 
tant part of this changt^iJ reality is the 
greater se]f-eonsciousii(‘ss ol the inter¬ 
mediate classes, to say nothing of the 
working class and the toih'rs ot the 
fif‘lds. 


conveisations, have these Iviys acquir¬ 
ed .such (wpcrlisc in the ait of killing? 

The fact is that the boys do not 
show^ a lot ot skill in killing. In almost 
(wciy case it js the overall effect ot 
multiple wounds, rather than ot one or 
tw'o major ones, which leatls to the 
death of then victims. Nor is it tine 
that a huge nunilx’r oi youngsters have 
joined the movement. Given the nature 
of tlifi movement, it is hardly necessa¬ 
ry to have more than a handful of 
boys to (Teatc the imi^act tliat has 
been achif.'ved. But it goes to the cie- 
dit of the Naxalites that they have re¬ 
cruited those few who matter is this 
kind of operation. 

Most of the teenagers are either 
drop-outs fiom schools cir are of above- 
average age in their classes. In con¬ 
trast to the ‘brilliant’ .students iioin col¬ 
leges, they are generally backward aca¬ 
demically. The Naxalite movement has 
given thean a sense of importance, a 
sense ot belonging to a large organisa¬ 
tion, and an ideology — no matter how 
imperfectly they understand it. VVhere- 
as the student movement in the pa.st 
was confined to c'ollego students and 
school students were virtually ignored 
(except on some broad issues relating 
to schools) by student organisations in 
Calcutta, the Naxalites have shown an 


exceptional amount of interest in 
schcxil students and this policy has un¬ 
doubtedly paid rich dividends. 

The success of Naxalites in recruit¬ 
ing teenagers can be attributed to 
many factors. First, as stated earlier, 
this movement has given the school 
drop-outs a sense of importance. In the 
aiithoritaiian set-up of our society, 
where social relations are governed by 
the principle of re.spect to senior 
members, minors are denied any role 
111 the decision-making process. A young 
boy in our society is under conb’nued 
repression and domination — at home 
by his older relations, in his locality 
by older boys and at the school by his 
teachers. His personality is either not 
allowed to grow or is distorted by this 
domination. When the same Iniy be¬ 
comes a Naxalite, he is fc‘ared by every¬ 
one around him. He is talked about; 
he can order others to do what he 
thinks is right, 

Lik(‘ children in other .societies, 
these teenagers aie fond cif firearms- 
But whereas their connterpaits in most 
soci(‘ties have to remain sati.sfied with 
t()>' guns and noisy but harmless ex¬ 
plosives, in Calcutta, thunks to the 
Na\aht('s, they liave gained access to 
and possess leal weapons. The know¬ 
ledge that these boys carry guns, 
knives and bosnbs helps to terrori.se the 
public and sticngthens their own sense 
ot importance. 

Ai'niAC"i-Kn Y\Y AcnoN 

A second factor is the ‘action-orien¬ 
tation* of the Naxalite movement. The 
Naxalites have given the .schijol boys a 
programme of action and the latter 
have, not siiiprisingly, re.sponded la- 
vourably to it. At the beginning the 
action was liTnited to raffling the head¬ 
master's room, painting Maoist .slogans 
on walls, smashing furniture and hoist¬ 
ing flags oil top ot (he school building. 
Attacks on li(‘ads ot schools arc not 
new' in Bengal. In the past also one 
frequently heard of unsuccessful eaii- 
didatf's in examinations participating 
in similar actions. But this time the 
‘hated’ authority in the school, the 
heailmaster, has been made the: target 
of attack under the banner of a move¬ 
ment. Those incidents receive ex¬ 
tensive pi(‘ss coverage; news of the 
raids spiead hkt^ foiest-firp from one 
end of the city to the other and there 
are always some . students in every 
schcxil who are willing to copy the ac¬ 
tion in their own schools. 

A still better programme of action 
is the call given by the,Naxalites against 
examinations. For the vast majority of 
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the students who re participating in 
the boycott movement, it is not so 
much a revolt against the school sys¬ 
tem and its class character, ])ut an 

easy passviort to promoti^m. Otherwise, 
why should tlie movement subside irj 
a school as stum as the authorities de¬ 
cide not to hold examinations even 

though tiny conliniK' bolding classes 
as beloie with the saim* (l.iss-oriented 
courses. Not onl\ those with poor 
chances ot passing examinations })iit 
also oIIk'is who can now avoid the 
stiaiii and anxiety associated with e\- 
arninatiijns, liave i allied behind this 
‘levohitionary’ slogan. Kv«*n many 
guaidians have adopted a lukewaim 
attitude towards this issue since after all 
it is the promotion of their children 
which malteis to them in the end. 

Nor \ NfW’ IhlFNOMENON 

Th(‘ school children are now* being 
drafted into a iiiok* serious and excit¬ 
ing game. They aie manning the mur¬ 
der srjiiads of the Naxahles. No other 
group could jiossibly have been so 
daring, ruthl(*ss and fanatically involv¬ 
ed in their undertaking. These boys 
have neglected their education in the 
past and are now left with few em¬ 
ployment opportunities; they are not 
yet encumbered with family responsi- 
bihtic's. The ‘hloody-inindedness’ of 
the ])oys has shocked many people. But 
is this really so surprising? Duiing the 
1946-7 communal liots in Calcutta, the 
same phcniomenon of ‘tc'cnage-killers’ 
w'as observed. Then, as now, their lust 
for violence W'as nourished by detailed, 
sadistic press coverage of violent inci¬ 
dents. 3'here is also a competitive as¬ 
pect — if the group in Duiii Uuui can 
kill so many, why cannot we in Belia- 
ghata go one iH'tter? The teenage cult 
of violcnice is not peculiar to Calcutta; 
the ‘Mods’, ‘Rockers', ‘Skinheads’ and 
‘Hell’s Angels’ of the Western world 
arc no different from ihe teenage Naxa- 
lites of Calcutta in their age composi¬ 
tion, attitude^s cUid urge for violence. 

From the point of view t)f the Naxa- 
lite leadc’iship, these boys are both 
valuable assets and big liabilities. Their 
participation in the movement has 
added militancy in way which was 
never anticipated. These boys have 
becriine the pimcipal instruments 
(along with anti-social elements) in the 
eampaign of ‘red terror', against what 
is called ‘white terror’. Without them 
the movement would lose its momen¬ 
tum, vigour and aggressiveness. How'- 
ever, these storm-troopers also constitute 
the main weakness of the movement. 
Their rockle.ssness is matched only by 
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their lack of undtiTstajiding of the ideo¬ 
logical content of the movement Their 
loyalty is basically to action, to group 
identity and less to the ideology the 
group stands for. This fact is not un¬ 
known to the headers. It is significant 
that the teenage activists are under 
stiiet instructions not to engage in 
ilisiussions with outsiders and the 
leadersliip is anxious to protect their 
cadns trom contamination by alien 
ideology. 

Major LLvurriiv 

But no matter how^ useful lo the 
movement these children appeal now, 
in the long run they are going to be¬ 
come a political liability. It is proving 
dilficiilt to sustain their interest in iso¬ 
lated acts of violence. Sonic of thcsi’ 
boys, it is rt'poited, are dcvi'loping 
close links with anti-social elements 
and, alongsitle the routine jol)S tliey do 
foi the movem(^lt, indulge in wagon- 
bicaking and similar activities. Tn tlie 
absence of a sound ideological founda¬ 
tion, then* is a seiious risk that the 
movement would get splinteied into 
several groups centering round impor- 
laiit persons arul the inovenient itsell 
W'oiild degenerate into gang warfare 
among thesi' various groups. With largi; 
(]uantiti(‘s of (‘xj^losives and fireaiins in 
their possession, without ideological 
eonvietion and without any inhibition 
about iiulividual killings, even simple 
v<ul)al aigument can easily turn into 
viohmt ela.shes among the cadies. 
Since this element lack.s the ability to 
communicate with ordinary people or 
to persuade them, it is unsuitable for 


the ta,sk of organising the agrarian poor, 
which is regarded as the prime effec¬ 
tive of the Naxalite movement. With 
these teenagers in the forefront, the 
movement is assuming the fonn of an 
urban terrorist movement with few 
traces of Marx, Lenin, or even Mao in 
its programme. 

The participation of the teenagers is 
also alienating public opinion from the 
movement. In contrast to the ‘cqjlege 
'‘tudemt’ component, the academically 
backward but feiocious and fanatical 
school Ixiys evoke only fear in the 
minds of the people. Whatever public 
sympathy one. finds for the teenagers is 
the jeactiori to the indiscriminate and 
widespread arrest and torture of inno- 
ciait bo\\s of the same age-group by the 
police. But in the absence of strong 
links with the j)coiile and with terror 
alone as its weapon, tliis movement 
cannot be expected to last long. Al¬ 
ready resistance among the ordinary 
people to these acts of mindless violeiK'e 
IS growing, in several cases people 
hav<' come forwaul to stop the killing 
arul ill one or two cases people have 
faced tleath wdiile attempting to pro¬ 
tect intended victims of Naxalite 
attacks. In about half the schools of 
f^aleiitta, guardians am! students have 
volunteeied to protect the school pre¬ 
mises during examinations which have 
lieen held despite Naxalite threats. In 
the case of the other schools . 
people are now showing more readiness 
to face the Naxalite challenge. The 
initial impact of shock and fear is 
wearing off with the persistence of vio¬ 
lence. 


SIKKIM 

Postponed Identity Crisis 


SIKKIM, today, seems restless again 
after 25 years of regal lull. Partly this 
is because the vibrations of change and 
self-assertion from Nepal in the cast 
and Bhutan in the west have reached 
this tiny protectorate. But partly it is 
a restlessness the pioceedes and is as¬ 
sociated with the searcfi for one’s 
idimtity — a search in which, for the 
fiist time in the recent history' of this 
principality, all the political forces, 
ranging from the old State Congress 
to the iiew^y' fonned Unitcn^l Front, are 
united. 

The path of that sciarch must nect‘s- 
sarily be different for Sikkim from 
what it has been for its neighbours. 
The kingdom of Nepal has always been 
an independent severely epuntry — a 


fact of great pride to a large number 
of Sikkimese, who are Gorkhali and 
thus regard Kathmandu rather than 
Gangtok as home. What has heighten¬ 
ed dissatisfaction with the status of 
Sikkim is Bhutan's recent decision to 
seek membership of the UN. The event 
brought home to Gangtok the essential 
difference in the standings ofcethe three 
Himalayan states. Bhutan, like Nepal,' 
has alway^s been an independent coun¬ 
try', though by a treaty concluded in 
1910 .she had undeitakcn to consult the„ 
British Government in India on foreign 
affairs. Sikkim, on the other hand, was 
a British dependency, and was treated 
as part of British Inrlia, functioning., 
like the other princely States under Bri¬ 
tish parampuntcy. Under British 
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age, while some basic reforms were in¬ 
troduced, unrestricted immigration from 
Nepal was encouraged and large areas 
of unoccupied land were thus brought 
under cultivation bringing unprecedent¬ 
ed prosperity to the finances of the 
state. In 1918, the internal adminis¬ 
tration of the state was handed over 
with full powers to the late Maharaja 
Tashi Namgyal, then a young man of 
25. 

That transfer started a whole process 
of regression in Sikkim. The state 
functioned then like any other Indian 
state under British paramountcy. Thus, 
within the short span of five years, 
three British officials were appointed in 
succession, as personal assistants to the 
Maharaja of Sikkim. However, after 
that period the post was never filled 
again. The rest of the Maharaja's staff 
consisted of members of the old aiis- 
tocracy, significantly, mostly Tibetan, 
With tb(i powers of administration prac¬ 
tically in their hands these leading 
landlords lost no time in trying to re¬ 
gain their former i^osition ol ‘feudal 
lords'. Although the>’ were altogether a 
mere handful in the entiie poi)nlation, 
they constituted the majority on the 
State’ C(;uneil. They used their i)osili(rn 
systematically to dispossess the rest. 

Among the landlords were th(’ Kazis. 
whf) \\er(! the leading laiulluids m the 
piincipality. They claimed to belong 
to th(.‘ old nolnlity and compared them- 
s(’lves with the barons of the feudal 
system. They iorined an exclusive and 
influential coterie around the ruling 
family, and were able to impose tlieir 
will on all and sundry. The rest of the 
landlords, known as Thikedars, were 
content to play second fiddle to the 
(Cazis so as to share in the loaves and 
fishes of office and other privileges. 
Bound by a common interest in oppres¬ 
sing the ryots, the Thikedars, especial¬ 
ly the more influential among them, 
proved as ruthless as any of the Kazis. 
Through intimidation and coercion, 
landlords acquired the best holdings of 
the ryots. Numerous ryots were depriv¬ 
ed of their patrimonial lands and com¬ 
pelled to eke out an insecure existence 
by cultivating tlieir own di.spossessed 
fields for the landlords. The whole sys¬ 
tem was suited for corruption since the 
landlords were vested with magisterial 
powers in both civil and criminal mat¬ 
ters. They were also empowered to re¬ 
gister documents for the sale or transfer 
of landed properties. There was no 
effective check on their powers. In fact, 
the higher the fipe a landlord could im¬ 
pose, Am l^irger was not only his share 
o( thm also Aiat of the state 


— for, the spoils were shared on a 
50 : 50 basis by the two. 

There w^ere various other forms of. 
exploitation too. Ryots were subjected 
to forced labour with minimal, and 
often w^ithout an>% compensation. Forced 
labour was often requisitioned, not only 
for cultivation, but also for carrying 
loads for ‘the state’ across the passes of 
over 15,000 feet into Tibetan teriitory. 
To the ryots this meant an absence of 
at least a fortnight from home, and tliey 
had to provide their own w'aim cloth¬ 
ing. What they earned a.s wage was 
barely enough for the meals for the 
journey each W'ay. Kalo bhari (black 
loads) was the name given to these 
special consignments compactly packed 
in black tarpaulin. Huge quantities of 
these packages wt're transported over¬ 
land to China via Tibet during the lat- 
t-cT part of the War. The practice gave 
room for false requisitioning of forcctl 
la])our and many packages carried os- 
krisibly ‘on the authority of the state' 
weie for private pioflt. In the process, 
giadually ovei the years, the landlord 
class of Sikkim lost the c'orifidencc of 
the ryots — the Lepchas, Bhutias, Gor- 
khas and Bhojpuris — who, like moun¬ 
tain people ()th(.‘nvise live in peace and 
(piiet amity. 

Sikkim Siaik Conghess 

As in Nepal, India’s <)v\ti role in the 
affairs of Sikkim lias not been cntiiely 
clear or above boaid. The advent of In¬ 
dependence, coupled with the public 
utterances of Indian leaders led. in De- 
cember 1947, to a political organisation 
in Sikkim uam(‘d the ‘Sikkim State 
Congress'. It was formed with the ob¬ 
ject of w’orking for the well-being anil 
advancement of the iK^ople of Sikkim. 
Its main demands were; abolition of 
landlordism; installation of an interim 
government leading eventually to a ful¬ 
ly responsible government, and acces¬ 
sion of Sikkim to the Indian Union. The 
Congress w’as thus initially an India-ori¬ 
ented party. Its activities seemed for a 
while to exerci.so cxinsideiable influence 
throughout Sikkim. It even looked as 
though it would, in due course, suc¬ 
ceed in eradicating ]andlordi.sii). 

But the old interests in Sikkim 
could not have given .n so easily. As 
a direct result of the people's move¬ 
ment, the Sikkim IJarbar had been forc¬ 
ed to invite Tashi Tsering, the leader 
of tile State Congress, to form a popular 
ministry in 1949. The Ministry, which 
was interim to future democratisation, 
was formed amidst popular rejoicing. 
Very soon after the Miiiistt>'^ was form¬ 
ed, B V Keskar, then^ Deputy Minister 


February 15' 1971 

for External Affairs, came on a four* 
(lay fact-finding mission to Gangtok. 
Keskar left Gangtok on May 27 and 10 
days later, on June 6, H Day a]. Politi¬ 
cal Officer for Sikkim and Bhutan, sum¬ 
marily announced the dismissal of the 
Ministry in the name of the Govern¬ 
ment of India. All that the Political 
Officer would disclose by way of ex¬ 
planation was that the political situation 
ill Sikkim called for immediate inter¬ 
vention by India. Giwemment of India 
then appointed a Dewan to administer 
the state. The career oJ die one-monlh- 
old Ministry, which enjoyed the confi¬ 
dence of most of the population, was 
thii.s brought to an end without con¬ 
sulting the people of the state, and 
pow'cr w'as again handed back to an 
autociatic palace. 

The disenchantment with India 
among the people of Sikkim dates back 
to that dismissal. Press reports in Indian 
newspapers at that time even depicted 
Sikkim as being in a state of emergency, 
with imminent threat of disorder. Yet 
Sikkim had never been more peaceful 
and eager than in those 20 days of po- 
imlar ministry. Further, it is important 
to digest the fact that the 22 years 
which have elapsed since then have 
brought no change in the condition of 
the people of Sikkim, as that indicates 
(he inspiiation of the dismissal episode 
and its inevitable directional influence. 

A couple of years after the appoint¬ 
ment ot the Dewan, the post was 
changed to that of the Principal Admi¬ 
nistrative Olficer and two >ears ago it 
was changed to ‘Sidlon’, meaning Prime 
Minister -r- indicating the progressive 
concessions to the Chogyal in the affairs 
of the state. The Sidlon is not respon¬ 
sible 'to Delhi hut is directly responsible 
to the Cliogyal of Sikkim, who claims 
himself to he a Tibetan. Even the Po¬ 
litical Officer has iK-eorne a helpless 
spectator. 

Meanwhile, then; is no formulation of 
lundaninital rights, no atti'inpt at de¬ 
mocratic institutions or constitution. 
Those in Sikkim, who aspire to such 
tilings, are forced in the circumstances 
of India-supported feudal reaction at 
home to move towards tlie Chinese. 
There is a palace-inspired nationalist 
movement which the people have so 
for resisted, recognising its feudal foun¬ 
dations. But the people no longer want 
to remain a protectorate of India either. 
The various groups have come together 
on this, and the examples of other small 
neighbours are bound to strengthen 
them in their search for a more demo¬ 
cratic national self. 
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THE FOURTH ESTATE 


To Keep the Press in Line 

Nircckshak 


NEWSPAi'FUUS lhi()U]i^h()iit ihi' c'oiintn" 
have once aj'ain laisrtl pritrs — iii 

some cast’s hy as as 25 per cent 

This is said to have liect^irie iieeessaiy 
to rii^ et tile increasing ctists produc- 
ti'aj and to maintain the newspapers’ 
existing standaitls ot service. It was 
piohaiily iinrealistie to hope that in a 
situation of geneial price-rise, only 
newspapers would leinaiii unaffected. 
Yet, since newspapers are legarded hy 
many in this eonntiv - - including hy 
newspapei piopiietois — not just as 
another commodity hut as the very 
tonchslone ol the democratic way of 
life, the price inciease must he legret- 
tixl. fujr, while theit‘ is vet no evi- 
tlenct' ol a drop in circulation as a 
direct result ot the price hike, the up¬ 
ward tiend Ml prices iimst eventually 
discoiuagc new readers. The tendency 
of an already elitist Prt’ss to turn even 
moie elitist does not sipiaie with the 
concept, so deai paitieiilarly to the pub¬ 
lishers ol the bigger dailies, that news¬ 
paper publication is more an act of 
faith than a commercial <'nteipi ise. 

Be that as it ma\'. tin’s periodic, up¬ 
ward revisiem ol pi ices si'cms only to 
heighten the lu'ed to enfoicc a prici’- 
pagc-scliediilc as <’aily as possible. 
There is not th(‘ slightest doubt that it 
is the higgcT and wealthier newspapers 
vvhicJi stand Uj g.un most lioin the 
pric^'-rise; lht;y are .ilso the ones which 
already have the biggest slice ot gcin - 
ral, national advertising. The medium 
and small newspapers sulfer an addi¬ 
tional di.sadvantage, in that, tlieir lead¬ 
ers are usually the least capable ol 
bearing the increasing cost. But the 
first attempt liy Government to enforc<^ 
a pricc-page-schedide w'as jettisoned hy 
the Siipicmc Court as ‘unconstitiitionar; 
and an amendment ot the Constitution 
may therefore be necessiU'y if a second 
attempt is to succeed. That may seem 
a drastic step, but some drastic situa¬ 
tions call for drastic remedies, the re¬ 
medy has h<^<‘n gi’iierally reaignised 
and accepted alter it was first pre¬ 
scribed liy the Press Commi.ssion and es¬ 
pecially since only the political tcasibi- 
lity of it remains really to be consi¬ 
dered. 

Meanwhile, one more State Govern¬ 
ment seems to have visited its wrath 
on a hapless newspaper, *by withdraw¬ 


ing government adv('itisements from it, 
apparently in letaliation against the 
Hi’W'^papcr's criticism of the Govitii- 
ment. On Jauuaiy 5, The Hindu wrote 
an editorial titled “D M K Takes the 
Jdiinge'* which was highly critical of 
th«‘ fiarty in jiower in Tamil Nadu and 
“on the very next day”, as the paper 
recalled on January 24, “the Govern¬ 
ment, to oui suipiise, cancelled all the 
adwrtiscmeiils it had booked in ad¬ 
vance with the paper”. When the 
papci sought a clarification of th<‘ rea¬ 
sons for Caiveiiinu’iit's decision bom the 
('hiel Minister, none’ was vouchsafed! 

ft is on record that, when the Haryana 
Gyv’cinment not long ago singled out 
The Tribune for siinilai tieatinent, the 
Press Council did not condone' it. Yet 
the ('oiiru'irs veuli» t has not deteired 
tlie Tamil Nadu Government fiom tak¬ 
ing similar action in Madras. 11 other 
governments in other States and at the 
Centic aie to he pieventcd finm (mis) 
using tile anthnnly ot offic(‘ to take 
ailiiliaiv' action against ncwsjiapci’s or 
to curiLe them politically to corilonn, 
rehaiici’ will have to be placed on an 
.igri'cd, cnlorceahle code ol conduct 
more than on goveimncnts' legaid for 
lici'cloin of the Press. For, as The 

Nnfij)Hr Times noted in its comments 
on The lUmbi episode, governments 
“)iav<’ c(»m<' to assume tlic role ol 
‘pations’ SCI king to iuHiU’nee news- 
papeis policies thiough the ‘great 
ehaiily' which they pose to shower on 
thenr’. Bc>oml pionouncing its opi¬ 
nion on cases like that of The Trihutie 
and The Hindu, The Nagpur Times 
ohscivcd, “the Pirss Council can do 
nothing. If the Cov(*rnmcnt itsi'lf is 
disposed to mak(‘ a big dent in the 
freedom of the Press, who can coiner 
to its rescue except the i>eoplf‘ them¬ 
selves?” 

Both The Hindu and The Nagpur 
Times also referred to the “attacks” made 
against three Madras newspapers, viz. 
The Hindu, The Indian Express, and TJie 
Diruimani, by the Tamil Nadu Con- 
gres.s (R) president, R V Swarninathan. 
Swaminathan as The Hindu put it, 
thre.atened to “cnish” the.se papers “if 
they did not mend their ways”. The 
reason for his displeasure apparently 
was in the papers ”not liaving given Jiis 
party's election propaganda meetings 


as ijiiich space and prominence as he 
would have liked”. This might havt> 
been the outburst of an ‘inconseque^i- 
tial politician', The Hindu allowed, but 
since the Prime Minister and others, 
who had “shared the dias with him . . . 
and who spoke later, . . . [hadj said 
nothing lo dissociabi themselves from 
his views” it was a matter for con¬ 
cern. “Could it mean that they^ con¬ 
curred with what he said? If they 
did”, argued the paper, “Indian demo¬ 
cracy is indeed at a dangerous pass.” 

^Vt another instance of political 
inteiieieuce with the working of the 
Press, which figure’ll in the news re¬ 
cently and whicli The Statesman 
chaiactensed as “another jeep scandal”, 
had to do with the apparently forcible 
prevention ot a Statesman pliotographer 
from photogiaphing some jeeps be¬ 
longing to the (iongress (R) that had 
hi’i’ii paiked in the Yoga Ashram ol 
Delhi, and the eventual confiscation of 
the phologiaphcr’s camera as well as 
the exposed film inside it and other 
equipment hy Sanjay Gandhi. Though 
the mcidt^it itself was widely reported, 
only The Statesman and The Tribune 
seem to have c'ominented on it. 

“.\n attempt has been made,” wiote 
The Statesman, “first, to intimidate a 
l^ress photographiir, secondly to bargain 
for the suppression of a repoil; and 
thirdly to apply iiressiire hy withhold¬ 
ing the camera and equipment and de¬ 
stroying the pictures taken”. The 
‘bargain’ lefers to the offer said to hav<' 
been madi* by Sanjay Gandhi of the re- 
liini of the camera to the photographer 
providrd he agieed not to mention the 
incident in his newspaper. 

It was “jecidy deplorable”, com¬ 
mented The Trilmne. “The Prime Min¬ 
ister’s seeretaiiat could not have been 
mote daft or demeaning than when it 
took upon ftselt the responsibility of 
tendering an apology to The Statesman 
for the .alleged wrong-doing by the 
Prime Minister’s son .... The Inci¬ 
dent raises far-reaching issues of free¬ 
dom and democracy, and it is to be 
seen in that light, and not merely as 
one involving one press photographer 
and just another individual .... The 
public man who may resent criticism 
as unfair or ill-informed — and the 
critic is not always necessarily right — 
must be prepared to tolerate it as part 
of the democratic process.” All very 
true, but Sanjay Gandhi did make good 
copy, didn't he? And if he had not 
been the Pr^e Miilistcr’s^ son, . . • 
well I . ' 


REVIEW 


Misdirected Analysis 

Ratna Dutta 

Pdlitical Parties and Political Development edited by Joseph La Palom- 
bara and Mjron Weiner; Princeton University Press, Princeton, 1969; 


(paperback) $ 3.45. 

THIS is the bi.xth volume iti the series 
on “Studies in Political Development'' 
put out by the Cominillee on Compa¬ 
rative Politics ol the Social Science 
Rcst^aich Council in the USA. In the 
introductory and conchicljing cliapters 
ol' this hook, the editors allempt to 
for^e a set of theoietica] concepts re¬ 
garding the impact of styles of interest 
aggregation on tlu^ devciupnient of 
political systt'ins ni the Western demo¬ 
cracies and i(‘late tlicse to cm rent 
developments in A.sia and Africa. There 
is a wide range of country-studies 
in the rest of the book. Four 
f’hap.'<‘rs focus on Fuiop(\in paities 
aiul oulitital di'vclopincnt (“Paities, 
Elites and J’olitie.il Di’vclopiucut iii 
\V(‘stein Euiope' 1 ILuis DiUildci. 
“Europcjii Political Paities: Th(^ Case 
of Pol.uised Pluralisiu” b\ Ciovanni 
Sarloii, “The Tr.iiislonnatioii ol the 
VVest(*in Euiopeau Pait\ S> stems” by 
Otto Kircbhciiuii and “Eh'ctor.il 
Moliilisatioii, Pait> Competition and 
National integiation” bv Sli in Hokkan). 
two chapteis on the political ciiltuie 
ami paity liuildmg in Aineiica during 
the foi illative dccvulcs ol 1700-1800 
(“Paities and Nation Building m Ame- 
lica” by William N Chambers and 
“Political Paities and the Crisis ol Suc¬ 
cession in the United Slates. Thi^ 
Case of 1800’' b\ Morton Giodzins), a 
chapter on Egypt (“Political Recimt- 
ment and Paiticipation in Egypt” by 
Leonard Binder); one on Turkey (“"Ihe 
Development of Parties in Turkey” by 
Dankwart A Riistow); two chapters 
sui*ve> ing the party systems in Africa 
(“The Decline of the Party in Single- 
Paity African Slates” by Immanuel 
Wallerstein and “Parties and National 
Integration in Africa” by Ruiieit Emer¬ 
son); one surveying the Latin American 
scene (“Political Paities and Policy- 
Making in Latin America” by Robert E 
Scott) and one surveying the Asian 
scene (“Party Systems and National De¬ 
velopment in Asia" by Lucian W Pyc). 

Perhaps the two most important 
dimensions around which the authors 
gather current events and historical 
data are: (1) the manner in which the 
party system is first generated in the 
polity and (2) the impact of what one 
might express as "evolutionary” crises 


on paity lomiation and political deve¬ 
lopment. 

Duvcigcj’s classic typology of the 
“cvU*malIy” and “intcrnalK” created 
party systems seems to be the take-off 
point for the first dimension mentioned 
above. Ill the iutcinally ciealed party 
s> steins, competing political groups 
evolve out ol the c^litc^ groups’ efforts 
at strcMigthcning their snppoit structure 
in the nc'u ly cicated parliament. The 
t>i)ieal example wliich comc's to one's 
mind is of coiiisc^ that of Gie.at Biitaui 
— with the gradual extension of the 
suffrage tlie power elites felt the need 
lor organising political parties at the 
local lewd. In the exteiiially cieatcd 
pait\ systc'iu, tlu- initiatives foi oig:mis- 
ing jiarties do not take plac'e at the* be¬ 
hest ol the Ic'gislatoi''. Indeed, c\tei- 
nal initiatives irivaiiabl\ involve a chal- 
hngc to the established mling gioup 
In the intemally ercated pait\ sssttin, 
eMgeiicH's foi tli(' erc.ition of tlic paits 
in.u'hineiv .ire inherent iii the activities 
ol the legislatois tin iuselv(\s while the 
inotoi eiieigx loi tin extern.ilK cieated 
l)ait> usually lesides ru a social move¬ 
ment. Set'kmg to shaie in the deei- 
sioii-making pioccss and tht' distribu¬ 
tion ol iiowci, the social iiiovi'mc'iit ul- 
timati'K transii'iins itscll into a political 
paity embodying a demand loi repre¬ 
sentation in thi‘ legislatures. An example 
close" to home which conies to mind is 
the liisticc Paity (the* predecessor of the- 
DMK) which cinc*igt"ci to challenge the 
anc’ient domination ol the Aiyans and 
the Brahmins over the Indian subcon¬ 
tinent. The manner in which the paity 
system evolves, ot course, has implica¬ 
tions for the Ivjie of political cultiiic 
which develops ExtemalK eiealed 
parties, for instance, arc more ideologi¬ 
cal, more disciplined and more* aggres¬ 
sive in making demands on the* system. 
Also due to the circumstances under 
w'hich they emcige. they do not have 
the same cU'grec of vested interest in 
the existing social and economic insti¬ 
tution'^. 

The really original contribution of 
Weiner and La Paloinbara is the .second 
theoretical dimension which provides a 
framework for the volume — the no¬ 
tion that party-sy.stems typically carry* 
a “load” and the severity of the “load” 


depends on (1) the seciueiice and (2) 
tlie clustering of issues. Insofar as 
the issues (inoie often releired to as 
“crises” in this volume taking after 
Lucian W Pye and Sidney Verba's “Po¬ 
litical (Culture and Political Develop¬ 
ment”) have an “optimum” ^sequent^al 
pattern anil the h^adership is adept in 
handling the incieased “load” at the 
critical time, the system may move from 
oni" stale' to another with minimal strain. 
Ilowevei, it change* docs not occur im¬ 
perceptibly and if the timing of i.ssues 
oi cii.'.cs have a jnalscf]uential pattern, 
as for c\\ ample' when issues of distribu¬ 
tion arista before economic development, 
the “load” may piove to be too heavy. 

The hi.stoiical crises through which 
all political systems evolve, and which 
arc most salient in their iinpac't on the 
party system are the issues of legitima- 
(‘V ol authority, nalion.d integration and 
demand lor political participation, 
'I'hcic arc jncdictahlc consciincnces 
that deiivc liom the way in which 
these cjises aie niaiiag(*d. -For instance, 
legaiding the* ciisis of paiticipation the 
.uithois sav . 

“Jl the luipehis to jiaiticipatc comes 
tioiii cl social class, such as 
tl:c iinhistiial woikeis oi agricultural 
])easants. .mil it is opposed or re- 
pii'ssed. \M- can (*\pcct class-based 
pai til's to I'lncrgc il the demand for 
pal licijiation is geogiaphically basc'd, 
or reflects a desire for previously de¬ 
nied participation on the pait of a 
leligioiis or ethnic miuoiity, the fail- 
uic to gradually ab-soth leaders of 
^ueb gioujis into the. picvailing sys¬ 
tem will almost certaiiify give rise to 
political parties that reflect these 
n.irrow impulse's to oi gaiiisaticm. Mi^re- 
over the organisation of ont^. party 
with a relatively narrow base often 
leads to organisational countennoa- 
siues and a prolifeiation of parties. 
Socialist jiaitics spur the conservatives 
and middle class to greater orgairi- 
satiimal activities, the crystallisation 
of one leligiously based party' will 
give rise to otheis of the same geiie- 
lal variety; and workers' parties 
serve* to activate the fannc’rs. As 
these groups successfully vie for a 
place 111 the sc-ats of power and 
policy thev devisi* electoral systems 
that facilitate rather than impede 
this' kind of proliferation. Thus, 
while pioportional representation 
does not cause a multi-party system, 
it most certainly both reflects poli¬ 
tical fragmentation and helps to 
maintain it intact. Ch’ven the basi¬ 
cally unlimited number of \yays in 
which a society can he divided in 
conflict, it is the two-party' system 
that seems to represent the logical 
aberration. Whether a two-party 
arrangement is to have any chance 
at all of materialising depends in 

(Continued on page 456) 
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THIS IS AN ANNOUNCEMENT AND NOT A PROSPECTUS. 

Intending applicants for Preference and Equity Shares mentioned herein are requested to obtain copies of 
the Prospectus for this Issue, M'hich are available from the Registered Office of the Company, or from the 
Offices of the Company’s Underwriters and Brokers and the under-mentioned branches of the Bankers. 

THE SUBSCRIPTION LIST WILL OPEN AT THE COMMENCEMENT OF BANKING HOURS ON MONDAY, THE 
I5ih FEBRUARY, 1971, AND WILL CLOSE AT THE CLOSE OF BANKING HOURS ON THURSDAY. THE 25th 
FEBRUARY, 1971 OR EARLIER, AT THE DISCRETION OF THE BOARD OF DIRECTORS, BUT NOT EARLIER 
THAN THE CLOSE OF BANKING HOURS ON WEDNESDAY, THE I7«h FEBRUARY, 1971. 


TOSHIBA ANAND 
BATTERIES LIMITED 

Incorporaied under (he Companies Act 1956 on 24ih July 1970 

Registered Office . XXII1/376, Mahatma Gandhi Road, Post Box No. 1077, Ernakulam, Cochin-11, Kerala Stale. 




ANAND 


BACKGROUND AND PROPOSED ACTIVITIES 

The Company was incorporated as a Public Company, limited 
by shares in the State of Kerala with the Registered Office at 
Ernakulam on the 24th day of July, 1970 A Certificate of 
ct>mmcncemenl of business was--obtaincd from the Registrar 
of Companies, Kerala, Ernakulam, on 29ih July. 1970, 

The main objects of the Company arc . 

To manufacture and deal in Dry Batteries and Cells of all 
types and descriptions and components including metal jackets, 
tops, bottoms, caps, zinc pellets, carbon rods, tin cans and 
such other accessories and materials directly or indirectly 
required for the manufacture of Dry Batteries and Cells. 

The Industrial Licence No. L/5 (ID- I2/LEEI;70 dated the 5th 
August. 1970 permits the Company to manufacture 60 million 
numbers of Dry Cells per annum 


LOCATION 

The facior> site is located on a 10 acre plot m Kalamasscry 
Industrial Belt in Kerala State (about 7 miles from 
Ernakulam. Cochin) The site is idciiily situated and enjoys ail 
the facilities such as railway and road transport and 
proximitv to Cochin Port. 


TECHNICAL COl LABORATORS 

M/s Toshiba Ray-O-Vac K K , 

4-10, Minumishinagawn, 

3-chome. Shinagawa-ku, 

Tokyo. (Japan) 

SHARE CAPITAL 

AUTHORISED Rs Rs. 

7.50.000 Equity Shares of Rs 10- each 75.00.000 

25.000 9 5"o Redeemable Cumula¬ 
tive Preference Shares of 
Rs 100/- each (subject to 
deduction of Income-Tax 
under the Indian Income-Tax 
Act) 25,00.000 

- 1,00,00,000 

ISSUED 

5,25,000 Equity Shares of Rs 10/-each 52,50,000 

17,500 9 5% Redeemable Cumula¬ 
tive Preference Shares of 
Rs. 100/- each (subject to 
deduction of Income-Tax 
under the Indian Income-Tax 
Act) 

17,50.000 

- 70.00,0Cto 


SUBSCRIBED AND PAID UP: PAID UP 

Rs. 

331 Equity Shares of Rs. 10/-each 
fully paid up by the .sub¬ 
scribers to the Memorandum 
of Association 3,310 

95,969 Equity Shares of Rs. 10/-each> 

51,031 fully paid up and 
44,938 Rs. 3/- per share paid 
up; subscribe Dv Promoters, 
their friends and Associates. 7,35,000 


80,000 Equity Shares of Rs 10/-each 
fully paid upt subscribed by 
the Kerala State Industrial 
Development Corporation 
Limited, Trivandrum. 8,00,000 

I5,(X)0 Equity Shares of Rs. 10/-each 
allotted to Toshiba Ray-O- 
Vac K K , Japan, against 
their Know-How fee for con¬ 
sideration other than cash 1,50,000 

4,900 9 5*^0 Redeemable Cumula¬ 
tive Preference .shares of 
Rs 100/- each fully paid up- 
subscribed by Kerala State In¬ 
dustrial Development Corpo¬ 
ration Limited, Trivandrum. 4,90,000 

21.78.310 

PRESENT ISSUE 

3,33,700 Equity SharcsofRs. 10/-each 33.37,000 

12,600 9 5% Redeemable Cumula¬ 
tive Preference Shares of 
Rs 100/ each (subject to 
deduction of Income-Tax ‘ 

under the Indian Income- 
Tax Act) 12,60,000 

45.97,000 

OUT OF THE PRESENT ISSUE 

46,000 Equity Shares of Rs 10/-each 
have been reserved for firm 
allotment to the Kerala 
State Industrial Development 
Corporation Limited,Trivan¬ 
drum 4,60,(XX) 

1,.36.500 Equity SharcsofRs 10/-each 

have been reserved for firm 
allotment for consideration 
other than cash to Toshiba, 

Tokyo, against supply of 

plant and machinery. 13,65,000 

37,500 Equity Shares of Rs. 10/- each 
have been reserved for firm 
allotment for consideration 
other than cash to Toshiba 
Ray-O-VdC K. K.. Tokyo, 
against supply of plant and 
machinery. 3.75,000 

21,000 Equity SharesofRs. lOZ-each 

have been reserved for firm 
allotment for consideration 
other than cash to 
Kanematsu-Gosho Limited, 

Tokyo, against supply of 

plant and machinery. 2,10,000 

24.10,000 

(No underwriting commission or brokerage has been paid 
fOr or is payable on thelabovc shares) 

NOW OFFERED FOR PUBLIC SUBSCRIfTION IN 

TERMS OF THIS PROSPECTUS FOR CASH AT PAR: 

92,700 Equity SharcsofRs^. 10/-each 




12,600 9.5% Redeemable Cumula¬ 
tive Preference Shares of Rs. 
100/* each (subject to deduc¬ 
tion of Income-Tax under 
the Indian Income-Tax Act) 


12,60,000 

21.87,000 


TERMS OF PAYMENT 

The amount payable in respect of each share is as follows : 
(a) Equity Shares 

I. On application .... R$. 2 SO per share 
ii. On allotment ... Rs. 2 SO per share 

The balance Rs. 5/-per share in two calls of Rs. 2.50 
each may be determined by the Board of Directors, provided 
that there shall be an interval of aticast 3 months between Ihc 
two calls and between allotment and the first call. 


(b) Preference Shares 

I. On application ... Rs 50/-‘ per share 
ii. On allotment Rs. 50/- per share 

Application must be for a minimum of 50 shares of 
equity or multiple.s thereof and a minimum of 5 shares of 
Preference or multiples thereof. 

BOARD OF DIRECTORS 
Name and address, Deseription, Occupation : 

MR. SURENDER LALL,‘Dil Pazir*, 65. Warden Road, 
Bombay 26, Indian s/o. Pandit Sham Lall. INSURANCE 
EXECUTIVE. Managing Director of; 1. Indian Trade A 
Cieneral Insurance Company Limited, Calcutta. Director of: 
I. (Jreaves Cotton & Company Limited. 1 - Forbes Street. 
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strfjiig measure on the manner in 
whic'li the participation crisis is 
haiidletl. (pp 406-7) 

1 liavc outlined litMc very briflly tlie 
theoretical trarnework ol tlic vohiine. 
It is not pcjssible in this levu w to 
into the detaihd tvpolog/cs aiul other 
analytic distinctions developed both by 
the edittii.s and the individual .uitliois 
ot the vaiious counti'v-based papers. 
However, I must mention that the lovf'l 
of aiial\sis ot the ehapteis on tlie poli¬ 
tics ol nn lieu level oi^cd aicas is not 

as [lij^h as that ot tlii' ehapteis on the 


lanKuat;<‘, fia discourse on the prob¬ 
lems ot the underdeveloped areas, is 
essential foi meaninfitul analysis. For 
instanei', thi* tasemating idea clcve1op<*d 
hy WeiiiiT and La Palonibara lei^ard- 
inc; “lo.ids*’ on paity systt'ins has lieen 
most nselii]|\' I'vidoited in the organi- 
safio-n ol the data on the Wivstcm 
I'fiiintjies, ])iit peihaps less so in the 
chajiteis on the deviloi^ing areas. Otto 
Kirehh(:imcr, uses this eoiicei)t to in- 
(jniie into thi* successes and taihiivs of 


inajoi European parties as transmission 
belts between peoples and their gov- 
lanmerits. Use oF such value-free con¬ 
cepts enforces a discipline on the orga¬ 
nisation of the. data and also leaves less 
U'ope foi lesoiting to cultuial deter¬ 
minants as explanations. Apart from 
the ven- interesting country-based 
studies, this volume is especially wel¬ 
come for its contribution to the stock 
of analytic language in the social 
seifmees. . 


Books Received 


We stern eountiies. Some of the chap¬ 
ters on W'estern political svsti'ins. such 
ns Giovanni Saiton’s analysis ot the 
Italian paity system, aio particularly 
brilliant. 

It IS not as though the theoielical 
concepts devi loped I)> Weiner and La 
Palonibaia are. inaiiproprfate for under' 
standing patterns of political mobilisa¬ 
tion in nndcideveloiJed aieas. But 
peihaps it Is more dillienlt to grasp 
the complex and i,ij)idly ehanging poli¬ 
tical seem* m these hums, and nioi\' so 
foi the W'l'stein mind, to whom the 
institutional dynamics and symbolic 
inti'raetion ])atlc‘ins ol developing so¬ 
cieties, Jill* essenti.ilK toiiugn. J was 
particulaily iiiteicsted in the chapter on 
Asia by laui.m W Pye and must con- 
f<‘ss in>' disappointment. 3'hat a vol¬ 
ume of this qualits and published some 
years after Nehiu’s death should con¬ 
tain a cliche such as. 'And some peo¬ 
ple still hold tlieir liu'ath m anxiety 
when contemplating how long Indian 
dcniociacy will survive tlie death ot its 
cliaiisinutie leadi r, Ni'hru”, (p 370) is 
amazing enough But moie senoiisly, 
the analysis ot the Asian scene is 
loaded with value judgments and lacks 
hoth a comparative and a eonte.xlual 
perspective. Take, for (‘xaniplc, a 
paragraph such as the follow iiig. 

Unlortiinately foi the piosix’cts of 
deve 1 opm(ruts' in Asia . . . incompe¬ 
tent', la/aiiess, eorniption are asso- 
ciateil with democracy .... While 
etliciency, decisiveness and compe¬ 
tency are relatefl to authontarian 
lulc. In some of th(' exjuntries this 
attitude IS so fiiinl\ established that 
shameless leadtas ran jxiint to the 
existence ot con upturn and inis- 
nianagcmmit in their societit.-s as 
(wiclencc ol the “democratic’' nature 
of their rule Tii lact, this attitude 
is related to the phenomenon ot the 
general decline in administrative 
elKciency which accompanies the 
termination ol colonial lulo and the 
initiation of popnlai politics; and in 
part It coiiK's Iroiii the ideology of 
independence movements in which 
it was aigueci that self-rule was 
justified even it it meant misrule”. 

(p 391J 

my mind the use of a disciplined 
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Local Government Roots of Contemporary 

Indian Politics 


Harold A Gould 


Recent studies of contemporary Indian politics consistently suggest that in style and structure it is 
a variety of what is called in the West interest group democraci/. 

In the open society that was established after Independence by adopting a constitution which en¬ 
franchised all adult members of the population and empowered parliamentary bodies to govern accord¬ 
ing to majority rule, political parties were motivated to mobilise followers through championing the 
interests of the various ascriptive segments into which the population resolved itself. 

In addition, the special circumstances produced by essentially one-party rule at the tiational level 
for more than two decades, and its equivalent in most provincial polities, added still another dimension 
to the interest-group orientation of Indian politics. The relative absence of inter-party competition can 
place a premium on rivalries and adjustments among less formalised intra-party groups or factions*. 

The Indian political system in post-Independence times thus became a series of arenas governed 
by rules inspired by Western parliamentary idioms. The principal participants are political parties and fac¬ 
tions vying for control of legislative bodies and for access to scarce material and symbolic reso74rces, on 
behalf of complex and highly fluid clienteles. It is a state of affairs which Western political scientists 
ftnd unsurprising in modern democratic polities but which Indian political commentators deplore due to 
the high expectations they have had for the achievements of their political system. 

It is suggested in this paper that Indian politics as observed since Independence is not a case of 
degeneration from a halcyon age when idealism, purity of heart and high statesmanship pervaded 
political life. This is an image of Indian politics evoked through paying almost exclusive attention to the 
deeds and conclaves of the topmost levels of the political elite to the virtual exclusion of what teas going 
on for almost a century in localised political settings. 

The author argues that crucial aspects of the styles and forms of Indian politics which emerged 
after Independence were evolved in hundreds of local political bodies — viz, town, municipal and dis¬ 
trict boards — because it was here alone that the British first allowed significant numbers of ordmary 
citizens to play anything like serious roles. 


WHEN speaking of the development of 
Indian politics, it is usual to refer to the 
rise of the Congress party, its transfor¬ 
mation by Gandhi into a mass-based 
inovemefit, its role in terminating Bri¬ 
tish rule and its leadership in substitut¬ 
ing for that rule a constitutional fede¬ 
ral democracy based upon universal 
adult franchise. There is certainly 
nothing wrong with laying stress on this 
aspect of modern Indian poliUcs, to be 
sure, because it is unquestionably the 
way in which Indian politics acquired a 
national ideological and programmatic 
framework and the way in which the 
Indian masses gained initial experience 
in articulating popular goals and griev¬ 
ances through the instnimentalily of 
modern political organisation.* 

It is easy, however, to create the im¬ 
pression that the "Congress experience” 
was the only important clement in tlie 
creation of a inodetn polity in India. 
Because this was such a glanriorous and 
highly publicised aspect of that process, 
other aspects, less spectacular but in the 
lopg 1 ^ perhaps just as fundamental, 
tend to got slighted or ignoi'ed. This 
paper witt draw .attention to some of 


the latter as a means of stressing the 
neefl in the sociological study of Indian 
politics to strive for balance and coin- 
pielumsivencss in our analytical and des¬ 
criptive perspectives. 

Onc.vNisED Demochutic Politics 

Although mass mobilisation did not 
begin to play a major role in Indian 
politics until well into the 20th centu- 
ly, organised democratic politics in 
India had its beginnings well l)ack in 
tlic 19tli ccnliirv. Organisational and be¬ 
havioural piecrdents lor tlie lormer 
were created by events and processes 
associated with the latter, as we shall 
si*e. What has usually made tliis fact 
less clear than it ought to l^e is that the 
restricted franchise limited political par¬ 
ticipation to a narrow segment of Indian 
society, the localised arenas where the 
kind of politics about which I speak 
took place remained relatively inconspi¬ 
cuous, and the thrust of nationalist pro¬ 
paganda has been towards denigrating 
all manifestations of democratic politics 
not directly implicated in the mass mo¬ 
vements. 

^ Recent studies of contemporary Indian 


politics consistently suggest that in style 
and structure it is a variety of what is 
called in the West interest-group demo¬ 
cracy. Indian society is subdivided into 
a pl(*thora of castes and religious com- 
jininities that are a legacy from the past. 
It is also differentiated into a plethora 
of sociocultural segmcTits that arc by- 
pjoducts of adjustments which were 
made in the .iftermath of tlie freedom 
struggle and th(^ establishment of con¬ 
stitutional democracy. That is, India w^as 
laterally subdivided following Indepen¬ 
dence, into sevi ial provinces according 
to the criterion fif veinacular languages. 
It was also subdivided vertically into 
layers consisting of caste groupings 
which were regarded as differentially 
deprived and therefore differentially 
deserving of being objects of special 
policies designed to equalise their so¬ 
cial condition and economic circum¬ 
stances. In the open society that was 
established by adopting a constitution 
which enfranchised all adult members, 
and empowered parliamentary bodies to 
govern according to majority rule, poli¬ 
tical parties were motivated to mobilise 
followers through championing Ae into- 
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rests of these various ascriptive segments 
into which India’s population nisolved 
itself. In addition, the special circiuri- 
stanccs produced by essentially ono- 
party rule at the national level for more 
than two decades, and its equivalent in 
most provincial poh’ties, ad(l< (l still 
another dimension to the interest-group 
orientation of Indian politics. As Paul 
Brass observed in his study of tlie UP 
Congress Party,® and V O Key, Jr, ob¬ 
served years ago in his study of South¬ 
ern US politics,^ the relative absence of 
interparty competition can place a pre¬ 
mium on rivalries and adjustments 
among less fonnalised intrapart>' group¬ 
ings, called factions. Being less ideolo¬ 
gically oriented, such groupings com- 
potmd power out of the mortar of per- 
.sonal loyalties and the bricks of coali- 
tional alignments among personalistic 
leaders. They too exploit caste and 
other ascriptive segmentation in this 
process, as well as personal ambitions, 
corruption-prone bureaucrats, and other 
general human u eaknesse.s. 

Not a DEGENERA-nON 

Thus, the Indian political system in 
post Independence times became a series 
of arenas governed by lules inspired by 
Western parliamentary idioms. The 
principal participants are polih’cal par¬ 
ties and factions vying for control of 
legislative bodies and for access to 
scarce material and symbolic resources, 
on behalf ol complex and highly fluid 
clienteles, ft is a state of affaiis which 
Western political scamtists find unsur¬ 
prising in modem democratic polities 
but which Indian political commentators 
deplore due to the high cxi)ectations 
they have had for the achievements of 
their political system. 

Whetlier good or bad, however, I 
suggest that Indian politics as ob.served 
since Indepcndenci* and the adoption of 
tile Constitution is not a case of dege¬ 
neration lioin a halcyon age whcai ideal¬ 
ism, purity of heart and high statesman¬ 
ship pervaded political life. This is an 
image of Indian politics evoked by the 
undoubted nobility of great figures like 
Gandhi, Nehru, Tilak and Gokhale, and 
from paying almost exclusive attention 
to the deeds and conclaves of the top¬ 
most levels of the iKilitical elite to the 
virtual exclusion of what was going on 
for almost a century in localised poli¬ 
tical settings. 

Let us turn now to this dimension of 
Indian political development. My main 
argument is this: crucial aspects of the 
styles and forms of Indian politics which 
emerged after Independence were evolv¬ 
ed in hundreds of local politica] bodies 


— viz, town, municipal and district 
boards — because it was here alone 
lhat the British first allowed significant 
numbers of ordinary citizens to play 
anything like serious roles in complex, 
ongoing iKilitical arenas. Believing that 
a capacity^ for self-govemnient would be 
slow to develop in India, indeed might 
even prove to be, by its very character, 
anathema to its people,* the British 
iiilcrs promulgated a variation of the 
policy which would today be called 
liasic deinocrac}'*. That is, they agreed 
to make it possible for a comparatively 
small segment of Indian society who 
possessed literacy and property to clioose 
from among themselves representatives 
to play limited roles in governing towns, 
citif's, tlisLriels and (Liter) provinces. 
The policy evolved slowly and hapha¬ 
zardly and had by no means reached 
fiuilion even by 1947 when Great Bri¬ 
tain abandoned her prized possi'ssion 
forever. 

CrYSTAT.LISINC S'lTLES 

Constituencies po.ssesslng the fran¬ 
chise began to he systematically created 
to provide lociil government represen¬ 
tatives after Ripon came to India as Vi¬ 
ceroy. A inemlx^r of the Liberal Party, 
Ripon, as Tinker puts it, ''brought an 
open, libeial mind to political and so¬ 
cial (lucstions instead of the 'two na¬ 
tions* attitude”. The Resolution on 
I.ocal Self-Goveniinent was issued on 
May 18, 1882 and was specifically stat¬ 
ed as being more a measure to facili¬ 
tate opportunities for Indians to com¬ 
mence learning the arts of self-govern¬ 
ment than to give them any real power 
to mah rially improve 'administration’ (as 
jxiragiaph 5 put it).® The Resolution 
up-graded nmiiicipal arenas, already 543 
in iiuniber by 1870, from appointive to 
partially elective bodies; it lent official 
eiicouiagemcnt to the further replica- 
tif)n of such arenas; it extended the 
principle of local self-govcrmnent to the 
rural areas by empowering the creation 
of district boards; and it urged that in¬ 
creasing proportions of non-officials be 
allowed to occupy boards seats. Thus, 
by 1885, the number of municipal 
boards had risen to 725 of which 472 
(65.1 per cent) had wholly or partially 
elected members and 178 (24.0 per 

cent) had non-official chairmen. In what 
is now UP, 79.8 per cent of 109 irftini- 
cipalities had elected members, the lar¬ 
gest proportion so constituted of any 
province in India. 

As these municipal and district boards 
proliferated and local, educated, proper¬ 
tied Indians participated more and 
more in tihelr poHtic^ some Important 


featitre^ of style and form began to 
crystallise which reveal considerable’ 
continuity with the styles and forms 
which democratic politics have assumed 
in India following Great Britain's de- 
partuie. These, 1 would contend, arise 
from the conjuncture of the kind of po¬ 
litical structures that were being fashion¬ 
ed in the local environments with the 
sociocultural realities inherent in these 
environments. If I can anticipate the de¬ 
tails of my argument slightly, I would 
suggest that the British unconsciously 
miscalculated when they assumed that 
the place for Indians to learn high- 
minded politics was in the local bodies. 
They believed that a circumscribed 
class of educated, propertied men 
would place civic interests and respon¬ 
sibilities above narrow caste and com¬ 
munally inspired interests and thereby 
prepare future generations of Indians 
for civilised government. However, 
Indian social segmentation is so complex 
lhat even a narrow one per cent of the 
ixipiilation that was actually enfranchis¬ 
ed was inevitably divided into numerous 
caste and religious groupings, each with 
perspectives and interests conditioned by 
their specific ethnic backgrounds. And 
in the local environment thes<* differen¬ 
ces would manifest their ma.ximal influ- 
i iicos on the behaviour and decisions 
of politicians because tins is where, in 
any culture, the obligations of kinship, 
friendship, commujnity and class, which 
are the essence of sudi differences, ope¬ 
rate most decisively. Finally, politics 
itself would tend more toward factional 
than ideological emphases here because 
such environments are the most paro¬ 
chial, the least in a position to facilitate 
viable perceptions of the larger wholes 
to which immediate actions aud inte¬ 
rests might be related. 

Faizabad Distmgt 

Let us now examine these observa¬ 
tions in the context of Faizabad district 
where my w^ork over the years has en¬ 
abled me to accumulate some data that 
are relevant to them. According to the 
official history preserved at the munici¬ 
pal building, the municipal board for 
Faizabad-cum-Ayodhya came into being 
in August 1885. The yeSx after the 
Ripon reforms its chairman was a non¬ 
official presiding over a body of 12 ap¬ 
pointees. In September 18S4» the eleo 
tive principle was introduced and tttere* 
after most members were chosen by se¬ 
cret ballot. Other boards had come into 
being in half a dozen other towns th 
Faizabad by the end of the century,* 
The district board was esittfalldiod in 
1884 it lagged 
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nldpjil bodies in its development at first. 
However, it too was playingt a major 
role in the politics of the district by 
1910, as we shall .see. 

Bailey has said^ that politics must he 
seem as ‘‘more than mei^jly governmen¬ 
tal activity”. It is, on the contrary, the 
activity which occurs when "men come 
into organised conflict with one another 
for public jpower”. As the 20tli cen¬ 
tury dawned, the Faizabad-cum-Ayo- 
dhya municipal board had become a 
political arena in this sense as had Ihc 
district hoard anil tlie other town arenas 
by the 1920s. Figures on their fiscal 
stiucture show that by then all of these 
bodies had considerable funds at iheii 
disposal from grants in aid and tax re¬ 
ceipts, and that conflict and competition 
for real jirizes offices and patron¬ 

age) was possiljle and did occur.® Real 
experience in the arts of organisation 
and manoeuvre characteristic of demo¬ 
cratic political interaction was being 
obtained through these bodies. 

'' Throughout the Ripon era. fiwn 1892 
to 1908. the Faizahad-cuni-Ayodhya 
municipal board gradually moved to¬ 
ward becoming an arena by Bailey’s 
definition. The ability to elect a non¬ 
official as chairman and to choose the 
vast majority of ordinarv' iiieinbers by 


popular (though limited) f^chise, 
coupled with the board's growing fiscal 
resources, all contributed to this pro¬ 
cess. Rivalries developed rather slow¬ 
ly, nevei theles.s, during these years, in 
part i^ecausc there were as yet no 
higher offices and political powers to 
which success in municipal board poli¬ 
tics could lead, and in part because 
the commissioner and other officials re¬ 
tained enough residual powers and 
prestige over the local politicians to be 
able to indiicv them to maintain at least 
the facade of public-spirited solidarity. 
Important positions like the board 
chairmanship, vice-chainmanships, and 
I'ommittee chainnanships, for example, 
were never decided by real elections 
but were settled by consensus in pri¬ 
vate conclaves. 

Three Le.\i>eus 

Three principal leaders representing 
a variety of caste and class interests 
had crystallised out of board politics 
l)y the end of the nineteenth century, 
despite the hoard’s limitations. One 
leader was Manohar Lai Manucha, an 
advocate and head of a Khatri mer¬ 
chant family of considerable wealth. 
There were several families of this 
I’nnjabi merchant caste in the city and 


scatteretl al^out the district. Most of 
their members w'cre either traders or 
in the urban professions such as law. 
Manohar Lai, like many in his caste, 
wa.s an avid cultural nationalist, very 
active in both the Arya San^aj and the 
Indian National Congress. Another 
leader was Babii Balaka Ram, an ad¬ 
vocate and a Kayastha, w’hose family 
was also wealthy and important locally. 
Babu Balaka Ram and his Kayastha 
community were even more heavily re¬ 
presented in the urban professions 
than were the Khatris but the balance 
of their economic ties were primarily 
with the land rather than trade. Kayas^ 
thas were the fourth largest landlords 
in Faizabad district and Dabu Balaka 
Ram himself w'as the brother of a 
taliHidar. Both were anti-Congress. 
The third leader was the Raja of Ayo- 
dh>a, a Brahman and the largest taluq- 
dar in the district whose palace is still 
the dominant architectural feature of 
the holy city of Ayodbya. He was, of 
com sc, anti-C^ongress also. 

Each of these men had taken turns 
as board chainnan, vice chairman, or 
chairman of a major committee at 
variou.s times over the si.xteen years 
following tlie Besolution on Self-Gov- 
crnnieiit, always through mutual con- 


Tarlh 1: Ethnic Composition of Faizabad-cum-Ayodhya Municipai. Board (1902-1953) 

Total Euro Total 


Year 

Brah¬ 

man 

Tha- 
kur ' 

Kayas¬ 

tha 

Khatri Baniya Mar- Sonar Sch C Nepali 
wari 

Hindu 

Mus¬ 

lim 

Parsi 

Offi’l 

Mem's 

1902-04 

4 


1 

2 

2 

1 

9 

2 

1 

2 

14 

1905-07 

2 

1 

2 

4 

5 

2 

14 

2 

1 

2 

19 

1908-10 

2 

1 

7 

2 

6 

3 

14 

2 

1 

2 

19 

1911-13 

2 

1 

2 

2 

6 

1 

12 

4 

1 

2 

J9 

1914-16 

2 

1 

4 

2 

2 

— 

11 

1 

1 

1 

14 

1917-19 

3 

2 

1 

3 

2 


11 

5 

1 

1 

18 

1920-22 

4 

2 

— 

4 

1 

— 

11 

5 


1 

17 

1923-25 

m 

m 

m 

m 

m 

m 

m 

m 

m 

m 

m 

1926-28 

4 

1 

3 

2 

3 

. — 

13 

5 

— 

3 

21 

1929-31 

3 

1 

3 

1 

4 

-- 

J2 

5 

— 

m 

(17)* 

1932-34 

3 

1 

4 

1 

4 

- 

13 

7 

— 

J 

21 

1935-37 

5 

1 

4 

2 

6 

1 

19 

10 


2 

31 

1938-40 

5 

J 

2 

T 

3 

1 1 

14 

7 


1 

22 

1941-44 

5 

1 

2 

3 

2 

-- — 1 

14 

6 


1 

21 

1945-53 

4 

2 

6 

1 

2 

1 1 

17 

5 

— 

1 

23 

Total: Abs 

48 

16 

36 

30 

41 

7 111 

184 

66 

6 

20 

276 

Percentage 

26.1 

8.7 

19.5 

16.3 

22.3 

3 8 0.5 22 0.5 

66 7 

23 9 

2 2 

7 3 



Ethnic CoMPosrrroN of Faizabad District Board (1928-1948) 


Year 

Brah¬ 

man 

Thakur 

Kayas- 

fha 

Khatri 

Baniya 

Kurmi 

SchC 

Total 

Hindu 

Muslim 

Euro 

Ofli’l 

Total 

Mem’5 

1923-1928 

5 

17 

3 

2 


1 


28 

10 

1 

39 

1929-1932 

7 

14 

4 

3 




28 

10 

1 

39 

1933-1935 

8 

16 

2 

2 

- 

— 

1 

29 

11 

1 

41 

1936-1938 

9 

16 

2 

2 

1 

— 

1 

31 

9 

1 

41 

1939-1944 

7 

15 

2 

1 

1 

— 

1 

27 

11 

1 

39 . 

1943-1947 

7 

19 

2 

— 

1 

— 

1 

30 

9 

1 

40 

Total: Abs» 

43 

97 

15 

10 

3 

1 

4 

173 

60 

6 

239 

Ferriage 

18.0 

40.6 

'6.3 

4.2 

1.3 

0.4 

1.7 

72.4 

25.1 

2.5 

100.1 
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currence. The chairmanship diuing 
most of this period alternated between 
the Raja of Ayodhya and Manohar Lul 
Manucha, however, apparently because 
these two consistently combined against 
Babu Balaka Ram. Although the Raja 
Saheb and Babu Balaka Ram were both 
identified with the landed interests of 
the district, they were p{Tennial poli¬ 
tical rivals, so much so that the Ayo¬ 
dhya Raja was wjlliug to sustain a 
political alliance with a man whose; 
ca.ite dharma was uibaii trade and 
whose ideological allegiance was to the 
Congress parly which was not vciy 
friendly toward liaditional landlordism 
even before Candhi and Nehru. Theie 
were a iiumbc'r ol leasons lor this, 
most of wliich cannot be gone into 
here, but ptahaps the most important 
one was the longstanding status anti¬ 
pathy and politico-economic rivalry 
that existed betwren the Raja and 
many other taliKiclais and zainindars of 
Faizabad The fact that the Uaja*s 
W'as the largest testate m Faizabad ex¬ 
cited no small amount ol envy and lio.s- 
tility in many of his fellow landlords. 
The Raja was a Biahiiian, whtTeas the 
others were Haumts, Kayasthas and 
Muslims, and this injected llie issue of 
traditional status into thou relationships. 
The Raja residctl in Ayodhya and not 
out ill thi; couiilrysidc, and actively 
maintained an image as the royal 
legatee of Ram Raj>a and bcnclactor ol 
the holy ordcis in this holiest of cities. 
Tliis identification with oithodoxy was, 
in fact, the principal basis for ideolo¬ 
gical rapport with Manohar Lai Manu¬ 
cha and the Khatris because the latters' 
enthusiasm lor Arya Samaj revivalism 
schemed compatible w'ith the Raja's de¬ 
dication to the religious affairs of 
Ayodhya. 

The threshold to open political con¬ 
flict was crossed in 1905 when for the 
first time cimsensus among the rival 


lead<irs over the office of chairman of 
the Faizabad-cum-Ayodhya municipal 
board proved unattainable. Manohar 
Lai Manucha won support of 13 of the 
19 board members, was himself elected 
chairman, and got two of his follow¬ 
ers clceled as his vice-chainnen. Babu 
Balaka Ram ami his five supporters 
were completely shut out of board offi¬ 
ces. This was the first time that his 
group had been so excluded. With 
this changed situation, the relationship 
between Manohar Lai and the Raja 
also changed. The Raja withdrew 
Irom active participation in politics 
and henc‘<dorth confined fiiinsclf to 
hehind-the-scenes manoeuvring on the 
ground that his social position preclud- 
etl him from risking his prestige in 
poi^ular elections. 

Our analysis of the reasons why poli¬ 
tics moved to a more active plane in 
Faizabad must commence with an exa- 
min.ation of the ethnic composition of 
the municipal hoard’s factions. From 
the opening of the Ripon era, the 
factions led by Manohar Lai and 
Balaka Ram were referred to as the 
‘fChatri party’ and the ‘Kayastha party'. 
Yet a casual perusal of the data (see 
Tables 1 and 2) indicates that at no 
time were either of these ‘parties' com¬ 
posed exclusively of members of these; 
two castes. It was rare when cither of 
thetn enjoyed a monopoly among their 
membership. What actually existed, 
and persisted throughout the pre-Inde¬ 
pendence history of this local body, 
vveie coalitions based upon a numbcT 
of interests, including caste and reli¬ 
gious community, whose names were 
laktni fioni the castes of their respective 
leaders. Later a third coalition entered 
tilt; picture wdicn Muslims got separate 
constituencies in 1916. But more 
alxnit this later. 

Speaking of the place of caste in 
Indian politics today, T previously wrote: 


'There is almost no constituency m 
India today, whether it be a block, 
n village, a parliamentary consti¬ 
tuency, or a town area board, 
wRcre a ‘party' can be totally co¬ 
terminous with a single caste or 
totally oblivious to the ethnic rea¬ 
lity of caste and expect to get any¬ 
where in an election. A political 
winner today is the man who him¬ 
self represents one ethnic back¬ 
ground and who attaches himself 
in various capacities to the l^ders 
of the oth(!r numerous and impor¬ 
tant ethnic groupings so that to¬ 
gether they lonn a coalition repre¬ 
senting sonic kind of social cross- 
section of the constituency.® 

1 could just as easily have been talk¬ 
ing about the politics of Faizabad-cum- 
Ayodhya municipal board in 1905. The 
only qualification I would have to in¬ 
troduce would be that the limited fran¬ 
chise restricted participants to a variety 
of elite caste, elite Muslim and privi¬ 
leged European backgrounds. Imagi¬ 
native manoeuvring and coalition for¬ 
mation among a variety of ethnically 
differentiated and differentially motivat¬ 
ed groups and individuals was as much 
the stuff of politics then as now. *1116 
scope of the arena was different but 
the structure was much the same. 

I have not been able to ascertain 
v\ith c'crtainty why it was the 1905 
municipal election in which surface 
unanimity broke down and the board 
became jn arena of overt political con¬ 
flict. Enough evidence is at hand, 
however, to suggest that in general two 
sets of factors were probably simulta¬ 
neously responsible. On the one hand, 
the factional tensions on the board had 
been smouldering for many years, and 
leflected complex and genuine caste, 
religious and nationality differences. 
The board's membersliip in 1905 was 
a melange of six Hindu castes (Brah¬ 
man, Thakur, Kayastha, Kliatri, Mar- 
wari, and Bariiya), four religiou.s com- 


Table 2 : Ethnic Composition of Factions on the Faizabad-cum-Ayoohya Municipal Board (1902-1953) 


Euro Total 


Year 

Brah¬ 

man 

Tha¬ 

kur 

Kayas¬ 

tha 

Khatri 

Baniya Mar- 
wari 

Sonar 

Nepali Sch C 

Parsi 

Mus¬ 

lim 

Off’l 

Mem’s Dominance 

1902-04 

(4) 

— 

(1) 

(2) 

(1) 

(1) 

_ 

— 

— 

(1) 

(2) 

(2) 

(14) 

KHATRI 

F 1 

4 



2 

— 

1 

— 

— 


1 

1 

2 

11 


F 2 



1 

— 

I 

— 

- 



— 

1 

— 

3 


1905-07 

(2) 

(1) 

^2) 

(4) 

(3) 

(2) 

— 

- 

— 

(1) 

(2) 

(2) 

(19) 

KHATRI 

F I 

2 

1 

— 

4 


2 

— 

— 

— 

J 

1 

2 

13 


F 2 

— 

— 

2 

— 

3 

— 

— 

— 


*— 

1 

— 

6 


1908-10 

(2) 

(1) 

(2) 

(2) 

(4) 

(3) 



- 

(1) 

(2) 

(2) 

(19) 

KHATRI 

F 1 

2 

1 


2 

1 

3 


— 


1 

I 

2 

12 


F 2 

__ 


2 

— 

4 

— 

— 

— 


— 

1 

— 

7 


1911-1.3 

(2) 

(1) 

(2) 

(2l 

(4) 

(1) 

- 

— 


0) 

(4) 

(2) 

(19) 

KAYASTHA 

F 1 

2 

1 

— 

2 

— 

1 

— 

— 

— 

— 

— 

— 

6 


F 2 

— 


2 

— 

4 

— 


— 

— 

1 

4 

2 

13 



Continued on next puge 
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Table 2 : Continued 


Year 


Euro Total 

Brah- Tha- Kayas-Khatri Baniya Mar- Sonar Nepali Sch C Parsi Mus- Off’l Mem’s Dominance 
man kur tha wari lim 


1914-16 

F 1 

(2) 

1 

0) 

(4) 

(2) 

(2) 

_ — 

— 

— 

(1) 

(1) 

(1) 

(14) 

KAYASTHA 

1 

— 

—— 

2 

— — 


.— 

—i 

— 

— 

4 


F 2 

1 


4 

— 

2 

— - — 

— 

W 

1 

1 

1 

10 


1917-19 

F 1 ' 

(3) 

(2) 

1 

(1) 

(3) 

(1) 

— — 

— 

— 

(1) 

(5) 

(i) 

(17) 

HINDU 

1 

— 

3 

- — 

— — 

— 

.— 

— 


— 

5 


F 2 

2 


1 

— 

1 

— — 

— 

— 

— 

— 

— 

4 


F 3 

— 


- 


— 

— 

_ 

_ 

1 

5 

_ 

6 


Neutral 

— 

— 


— 

— 

— 

-- 

— 

— 

— 

2 

2 


1920-22 

(4) 

(2) 


(4) 

(1) 

_ _ 

_ 

_ 

- 

(5) 

(2) 

(18) 


F 1 

2 

2 

- - 

4 

— 

— — 

— 

— 


— 

— 

8 

KHATRI 

F 2 

2 


- - 



— — 

— 

— 



— 

3 

+ 

F 3 

— 

— 


— 

— 

— 

— 

— 


5 

-- 

5 

MUSLIM 

Neutral 

1923-25 

(Data for this 

board was too garbled to use reliably) 





2 

2 

khatri/mus 

LIM 

1926-28 

(3) 

(1) 

(4) 

(2) 

(3) 

— — 

-- 


— 

(5) 

(3) 

(21) 

KAYASTHA 

F 1 

1 

I 

— 

2 

_ 

_ _ 

— 


— 

— 

— 

4 

1 

F 2 

2 

—- 

4 

— 

3 

— — 

—. 


— 

— 

— 

9 

BANIYA 

F 3 

_ 

- _ 

— 

-- 

— 

— — 

— 

— 


5 

— 

5 


Neutral 

- 

— 

— 

— 

— 

— — 

— 


-- 

— 

3 

3 


1929-30* 

(4) 

(1) 

(2) 

(2) 

(3) 

— 

_ 


— 


(m) 

(17) 

KAYASTHA 

F I 

1 

1 

— 

2 

— 

— 

— 



- * 


4 

H- 

F 2 

3 

— 

2 

— 

3 

— — 

- 

-- 


— 


8 

BANIYA 

F 3 

. ^ 


— 

— 

— 

— — 

- — 

- - 

—, 

5 

— 

5 

•i 

Neutral 

- 

- 

— 

— 

— 

— — 

~ 




ni 

m 

MUSLIM 

1930-31 

(3) 

(1) 

(3) 

(I) 

(4) 

_ 

_ 

_ 

_ 

(5) 

(m) 

(17) 

KAYASTHA 

F 1 


J 


1 


— — 

— 


- - 

— 

— 

2 

--1- 

F 2 

3 

- 

3 

— 

4 

— — 


. — 


— 

— 

10 

BANIYA 

F 3 
Neutral 


- 


— 


.— — 

— 



5 

m 

5 

m 


1932-34 

(2) 

(1) 

(5) 

(I) 

(4) 

— 

— 

— 


(7) 

(1) 

(21) 

KAYASTHA 

F 1 


1 

— 

1 


— 

— 

— 



-- 

2 

'■h 

F 2 

2 

— 

5 

— 

4 

— 

— 

— 


— 

— 

11 

BANIYA 

F 3 

-- 

— 

— 



— 

-- 

— 

— 

7 

— 

7 


Neutral 

- 

— 

— 



— 

-- 



-- 

1 

1 


1935-36’^* 

(5) 

1 

(1) 

^4) 

(2) 

(6) 

— 

— 

(1) 

— 

(10) 

(2) 

(31) 

KAYASTHA 

F 1 

1 

— 

2 

— 

— 

— 

1 

—- 

— 

— 

5 


F 2 

4 

— 

4 

— 

6 

— — 

— 

— 

— 



14 

BANIYA 

F 3 

— 

— 

— 



— —. 

— 

— 

— 

10 


10 

-h 

Neutral 

- 

— 

--- 

— 


— — 

__ 

— 

— 

— 

2 

2 

MUSLIM 

1936-37*** 

(5) 

(1) 

(4) 

(2) 

(6) 

— — 

— 

(1) 

— 

(10) 

(2) 

(31) 

KHATRI 

F 1 

3 

1 


2 

1 

— — 


1 


— 

— 

8 

'A- 

F 2 

2 

— 

4 


5 

— — 

-- 



-- 

— 

11 

MUSLIM 

F 3 

— 

— 

— 

— 

—- 

— — 

— 


— 

10 

— 

10 


Neutral 

— 

— 

— 

— 

— 

— 



— 

— 

2 

2 


1938-40 

(5) 

(1) 

(2) 

(1) 

(3) 

— (1) 

— 

(1) 


(7) 

(m) 

(21) 

KHATRI 

F 1 

4 

1 

— 

1 

1 

- 1 

— 

1 

— 


— 

9 

“|- 

F 2 

1 

— 

2 

— 

2 

— — 

— 

— 



— 

5 

MUSLIM 

F 3 

— 

— 

— 

— 

— 

— —- 

— 

— 

— 

7 

— 

7 


Neutral 

— 

— 


— 

— 

— — 

— 

— 

— 

— 

m 

m 


1941-43 

(5) 

(1) 

(2) 

(4) 

(2) 

— 


— 

— 

(6) 

(1) 

(21) 

KHATRI 

F 1 

4 

1 

— 

4 

— 

— — 

— 

— 

— 

— 


9 

+- 

F 2 

1 

— 

2 

— 

2 

— — 

— 

— 

— 

— 


5 

MUSLIM 

F 3 


— 

— 

— 

— 

— — 

— 

— 

— 

6 


6 


Neutral 


— 

— 

— 

— 

— — 

— 

— 


- — 

1 

1 


1944-53t 

(4) 

(2) 

(6) 

(1) 

(2) 

— — 

(1) 

(1) 

— 

(5) 

(1) 

(23) 


F 1 

1 

2 

— 

1 

— 

— — 


— 

— 



4 


F 2 

3 

— 

6 

— 

2 

— 

1 

1 

— 

— 

•— 

13 


F 3 

— 

— 

— 

— 

— 

— — 

— 

— 


5 

-- 

5 


Neutral 

— 

— 

— 

— 

— 

— — 





1 

1 



♦ By-election added two members to Kayastha Party for 1939-31. 


** Vote of no-contidence against the Chairman. 

*** New bo^lrd convened aAer change of chairmanship. 

t Period of traosJtioa from British to free Indian government led to delay of board elections. 
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mutiities (Hindu, Muslim, Farsi and 
Christian), and two nationalities (Indian 
and European) cross cutting each other 
in various ways. In the showdown 
election between Manohar Lai and 
Balaka Ram, the two parties, divided 
this electorate as follows: 



S-i 

2 


Total 

Brahman 

2 

■ 

2 

Thakur (Rajput) 

I 

— 

1 

Kayastha 

— 

2 

2 

Khatri 

4 

— 

4 

Marw.iri 

2 

— 

2 

Baniya 

— 

3 

3 

Muslim 

1 

1 

2 

Paisi 

1 

•— 

1 

European 

2 

— 

2 

Total 

13 

a 

19 

It at once clear that 

theic was 

very 

little factional 

oveilap 

among 

the 

boaifi’s (‘thnie 

eonstituents on 

tlie 

chaiunan.>liip issue. Brahmans, 

Raj- 

puts, Khatris, 

Maiwans 

, PiUSIS 

and 


and Europeans (two nominated olficials) 
lornied the eoalitiori which ix’ople call 
the ‘Khatii party' while Kayasthas and 
Baniyas formed the core of ihe 'Kayas- 
tha parly’. Only the Muslims had a 
representativi' of their tommiinity in 
each faction. Evi<lently theie w’cro 
strong j(*asons as early' as the turn of 
the ceuliiiy why, in the context ot poli¬ 
tics, men could envision their interests 
reiiiiiring that they align themselves 
c'oalilionally in mutually exclusive eth¬ 
nic categories. 

CoMPE I INC In I Enros I S 

The nature of these interests com¬ 
prises the second set of factors which 
help us understand wdiy local bodies 
eventually became arenas of open poli¬ 
tical combat. Ethnic differentiation was 
not occiuring in a vacuum but indeed 
in response to important processes that 
were at work in Indian society. Des¬ 
pite the limitation.s that imperialism 
imposed upon economic development 
and other kinds of social progre.ss, new 
social forces were emerging. It has 
already been pointed out that both poli¬ 
tical and cultural revitalisation, em¬ 
bodied in the Indian National Congress 
and the Ary a Saniaj, were awakening 
the country's native elite.s.'° Commer¬ 
cial and professional life in the dties 
were both expanding rapidly and pro¬ 
ducing in their train a general demo¬ 
graphic expansion of urban systems. 
Land was changing hands extensively 


in the rural areas, becxnning increasing¬ 
ly linked to the market, and acting as 
the economic base for a variety of in¬ 
creasingly self-conscious landlord in- 
terests.i- The Ripon reforms had be¬ 
gotten pressuies for still further modi¬ 
fications in the political system that 
would admit more Indians into the 
demociatic process and provide provin¬ 
cial and national arenas where the 
scope of Indian participation in their 
owai governance would be greatly en- 
l.ugcd.^ ‘ 

I’hus, m Faizabad in 1905, both the 
existing scale of politics, economics, and 
demography wt^re incieasing and the 
prospects loi still further growth in the 
fiitnn; were if anything even more 
promising. By now the district board 
w’as also becoming more impoilant due 
to the glowing political povvi^r of the 
talinidcus and zamindars. As is well 
known, this v\ as not because of the 
incieased (‘eononne value of land and 
eiops alone but also because many Bii- 
tish officials w'cre deliberately encourag¬ 
ing their politicisation as a counterfoil 
to the glowing nationalism emanating 
from the c<iinmcicial and professional 

classes in the' cities. lanks could now' 
lie forged bi'twcen inunicipal boaid 

and district board leaders when, as 

was ever more frequently the ea.se, their 
interests ovcilaiiped. In the cities, pro¬ 
fessional and commercial activities 
w'c'rc becoming more diversified and 
comple.x'. In Fai/abad-clim-Ayodhya four 
castes wen* vying tor profes.sional and 
economic advantages in the markets, 
the courts and the administration. 

Kayasthas were heavily reprc.sented in 
law and administration as were Khatris. 
Khatris were also heavily involved in 
business activity and in this capacity 
t*iicountered competition with Marwa- 
ns and UP Baniyas, both qt whom were 
significant foices in the local markets. 
Muslims simultaneously competed with 
urban Hindu castes for fiiercantile and 
professional opportunities and the rural 
Rajputs for land and revenues. 

MonLEY-MiNix> Reforms 

In the light of these considerations the 
composition of the two factions which 
actively competed for control of the 
Faizaliad-cuni-Ayodhya board begins to 
make .some sense. Kayas^as and Khat¬ 
ris, both {leeply immersed in the competi¬ 
tion for professional and administrative 
occupations, founded opposed political 
groups which to the extent they were 
successful enhanced their access to ave¬ 
nues of social mobility. Baniyas, a very 
formidable commercial caste in Faiza- 
bad> were rivals with Khatrl mwchants 


in the market place and consequently 
found they could articulate these antar* 
gonisms at the political level by mak¬ 
ing common cause with Babu Balaka 
Ram’s Kayastha.s. This alliance was a 
fundamciitul one in Faizabad which en¬ 
dured into the fifties. Marwaris, even 
more direct rivals of the Baniyas than 
were the Khatris, found profit in join¬ 
ing forces with the latter who were, 
along with everything else, fellow inter¬ 
lopers from northwestern India.^^ As 
we shall see, Muslims initially gravitated 
toward Babu Balaka Ram's 'Kayasthd 
l-iarty’ and helped produce a corres¬ 
ponding gravitation of Rajputs, their 
chief rivals in the rural hinterland, in 
the other direction toward the ‘Khatri 
party’. This latter relationship also be- 
eanie a fundamental one in municipal 
and dish ict board politics. 

The 1908 inunicipal board elections 
turned out fairly similarly to those in 
1905, except tliat Babu Balaka Ram 
gained one supporter (another Baniya) 
thus reducing Manohar Lai's margin to 
twelve tn Mwen (two Khatri’s went off 
the board and one more Mai-wari came 
on). But the Ripoii era was drawing 
to a c-oiieliision and dramatic changes 
in the jxilitical implications of the 
inunicipal and dish ict boards were in 
the oiling. The Morlcy-Minto reforms 
went into effect in 1909 and UP ob¬ 
tained a Legislative Council of fifty 
membeis twenty-one of whom were to 
he elected by .secret ballot elections. 
TIk! constituencies were not general, 
but based on different categories or 
'classes’ of society. Municipal and dis¬ 
trict boards in UP would form consti¬ 
tuencies for electing thirteen members, 
while landlords would elect tw'o, uni¬ 
versities one, chambers of commerce 
one, and Muslims four. Government 
would nominate twenty-nine.^^ This 
made local bodies infinitel> greater 
political prizes than they had hereto¬ 
fore been. 

GrEAIKR l.ANDLORD InITSREST 

As some historians have pointed 
oiitd'* the Morley-Minto reforms in¬ 
creased landlord interest in politics 
very considerably by providing them 
separate constituencies fr<5hi which to 
contest elections. In the divisional con- ' 
stituency which contained Faizabad 
district, Manohar Lai Manucha ran for 
the Council against the Raja of Jehan- 
gjrabad. The electorate totalled thirty- 
nine, eight from municipal boards and 
thirty-one from district boards.*' An 
intense campaign was wi^ed by both 
men, their lieutenants moved eonatantly 
anumg the dtoorate naing eV 6 iy^ 9 ^ 
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ceivable fonri of persuasion and 

blandishment to win votes. Babu 
Balaka Rain had natural affinities to 
the landlord class, as we saw. Ilis 
brother was a taliiqdar, and he was 
himself a landholder of no mean pro¬ 
portions. Ih; had Iieen hiiinilialinKly 

defeated twice' by Manohar Lai’s 

‘Khatri party’ foj the board chairman¬ 
ship and sciiioezed out of olficc entirely 
in the process. Prior to fliat, even in 
the days ol supposed solidarity he had 
actually been finitely suppicssed liy the 
Kliatri iiolitician. 

Babu Balalca Itain therefou' thiew in 
his lot with Jeharnprabad and helped 
him defeat Manohar Lai. The follow¬ 
ing year, Balaka Bam was u]) for rc- 
elcction to his seat on the district board 
and Nfanohar l.al st't out to gain re¬ 
venge by getling him deteated. A 
Kh.itii (Triloki Nath Kapur) was put 
up against him and Babu Balaka Ram 
was compclfi'd to fight a bitter battle 
foi ]iolitical survival. Ho icspondcd to 
the challenge by actively niobihsing 
the Ka\aslha V(jle, by accepting Jcliau- 
girabad’s assistance in wieuing Muslim 
Mjppoit, and maniiiulating networks of 
personal iiiflueuee and juessuie as ad¬ 
roitly as an\ modem Indian politician 
iniglit. Balaka Ram won’^^ and, with 
lus lencwi'd landlord and newly chwe- 
lopcd Muslim alliances tnined his at¬ 
tention to capturing the mimic ipa) 
boaid in 1911. 

\l\\' Li'^mi. Ol” CoMPfi.Miy 

Thioiigh a mixtnie of I'lectoial victo¬ 
ries and engineeiin.g a series of clelec- 
lions from the ‘Khalri paity’ Babn 
Balaka Ram cut lus adv<'i.sary\s nuini- 
cipal hoaid strength in half. He got 
two of Manohar Lai’s supporters de- 
deated by Muslim candidates whom he 
baekeil. His friend, the Raja of 
Jehangirabad, successfully induced llie 
Parsi trader, Jehangir Shaw, to defect 
to Balaka Barn's camp for both the 
distiict and municipal board elections.^® 
Manohar Lai’s only Muslim ally on the 
board deserted him. And tw'o incum- 
lient European nominees, Colonels 
Baker and Hoskins, joined Balaka Ram’s 
faction. This victory in turn gave the 
Kayastha leader a strategic advantage 
in the Council elections that were sche¬ 
duled for 1912. 

Thus wc observe how' dramatically 
the Modey-Minto era rai.si'd local poli¬ 
tics to a new level of comple.xity by 
creating new political prizes J^council 
seats) and Ipso facto increasing the 
value of s/'.ats ’on and control of local 
bodies. We .saw how local ethnic dif- 
fereutiatioo. and interests fed fnto 


and articulated with the larger politi¬ 
cal and economic issues besetting the 
country. Babn Balaka Ram and Mano¬ 
har Lai Manucha could link their per¬ 
sonal ambitions to the tleveloping clea¬ 
vage betwciMi urban-based nationalists 
and cultural revivalists, on the one 
hand, and the conservative landlord 
classes, on tlic other. But there was 
a constant ‘dialogue’ between these 
levels of political motivation. Ideology 
.md (ihnic, as wc'll as other kinds (if 
pcisonalistic, mUnests both played 
IIk'ii rolt^s and constantly oscillated in 
theii relative imjKutance to what w^as 
taking place. This was to become a 
cbaiact('iistic piittein in Indian politics 
which rern.iiiis very much with us 
today. 

Thus, horn 1905 to 1917, tw'o iioliti- 
cal leadeis liad each in their tuni lu'ld 
j^ower in (he Laizabad-ciim-Ayodhya 
nuini( ii)al boaid. Each still-conscionsK' 
opi'iatt'd fioin a (.astc base, so much 
so that (lie ‘i)aitics' they led bore the 
name oi tlu* caste they Jeiiii'st'iited. 
E.ich simglit the inajuiity needed to 
get him''Cll I'lected chairman c^f the 
board by fashioning coalitions of fol¬ 
low ('is liom other castes and communi¬ 
ties. I'o achieve this each exploited 
antipatlii('s aiising from the ethnic 
diileientiation associatt'd with taste, ic- 
ligion and nationality. 'rhey alsti ex¬ 
ploited tlu' laiget social .ind cconomtc 
issues in thi' coiintiy wdicnevcr tlnw 
eoiild make tluin ndevant. Each ini- 
plititlv i{‘('ognis(*(l that the arena ri 
which th( \ liad to opeiate was too 
comjdcx to pi'imit singh'-caste domin- 
anct' ol it an(_l therefore systt'matically 
pnisiK'd t'oalilmn-formatiou as the 
means of gaining powTr. 

Bole or Musi.im.s 

Tluonghout th(j pre-Indcpendt'iico 
jierind tht- aits ol manoeuvre and coa¬ 
lition-making continued and amplified 
in the local arenas which evolving sets 
ol democratic political rules activated 
in Faizal^ad and throughout India As 
the franchise itself was progressively 
widened the social complexity of the 
jiarticipants increased. The next step 
in this pn)('css in Faizahad took place 
in 1971, in fact, when Muslim political 
consciousness had awakened sufficiently 
lor their leaders to effectively demand 
separate constituencies to protect thcii 
inh'rests and identity from inundation 
h\ an ovci w'h('lming Hindu majority. 
This immediately transformed the poli¬ 
tics of Faizahad-ciiin-Ayodhya iniinici- 
pal board from a bi-factional to a tri- 
factional system. 

The new Mu.sliiii group’s first manp- 


eiivre w'as an attempt to capitalise on 
the factional difFeremtiation among the 
Hindus and capture the chairmanship 
on a plurality' of th(3 vote. They turn¬ 
ed thc'ir attention to the only Parsi 
rnemlier of the bijard, Jehangir Shaw’. 
As ht' had been enticed into the Kayas- 
iha camp siwcii years ('arlier he was 
now^ entitl'd out of it by a promise to 
mak(' him chairmaii, a manoeuvre that 
would eerlainly be familiar to any ob- 
si'iver of State politics in India today. 
'J his gave the Muslim bloc si.x votes to 
five for the Khatri 'part\’ and four for 
the Ka>astha ‘partx’ and would have 
assuied the victory had not the threat 
of Muslim conliol of tlu' board staenp- 
I'dt'd the two Hindu factions into com¬ 
bining loi th(' first and last time in 
bistoiy to .ivert tins exigency. The 
two faitions held an einiTgcncy meet¬ 
ing jn tlic living ro(>m ol Babu Balaka 
Ram’s mansion in Rckhabganj and 
agri'cd upon a loial 'Jhaknr iiotabhi a.s 
their iiuitn.illy acceptable candidate. 
H(‘nf‘('lorth, lh(» Muslims adopted the 
stiategy ol using their bloc to throw 
support to wliichevcr Hindu faction WMS 
willing to offer them the most. 

Sonu; have snimised-*’ that the Mus¬ 
lim ties to tli (3 ‘Kaxastha paity’ were 
so loob'd in zainmdari inteiests and 
i(l('ological /('ill against the Congress 
and Hindu nationalisan that they n3- 
mamed nnsweiving. 'I'his is not true. 
Musi on allegiances k(*pt shitting in Fai- 
zabad jiolitics according to where their 
l(Md(^is thought their best interests lay. 
From 1917 to 19.53, on ten boards, the 
Muslims split their allegiance equally 
betw’een th(' two Hindu factions, enter¬ 
ing coalitions five times with the ‘Ka- 
\astha pally’ and five times with the 
‘Khatii party’. What must not he lost 
sight of is 1 low important tlic fact of 
cross-cntting .segments is, for they allow 
options for political manoimvre. For 
the Fai/abad Muslims, it seems always 
to have been a rtucstion of which cate¬ 
gory it was most eflieaiious for thorn 
to (‘mphas].s(‘ in an\' given (xmtext. 
There were times when a communal 
identitv s('em('d best, wIk'U mobilising 
Muslims (jna Muslims to offset Hindu 
militancN proviefi'd an cfh'ctivi' bargain¬ 
ing base. ’I'his is when coalitions with 
th(' ‘Kayastha party’ against the Manu- 
t'ha group w'cre usually s(jught. But 
when the ‘Khatri parly’ u'as not partf- 
( iilaiK stressing C'ongiess ideology or 
Hindu revivalism, economic and other 
issues with ](^ss religious content came 
to the forefront. Then eoalitions bet- 
W'een the Muslims and the ‘Khatri 
parly’ became fe^asible and were often 
consummated.®^ 
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We should vienv the local IkkIics ol 
Faizabad as typical crucibles for the 
development of tlie grass-roots politics 
and politicians that would achieve do¬ 
minance in India as constitutional evo- 
lutioTi and popular mobilisation moved 
toward their culmination in the gaining 
of Independence in 1917 and the ad¬ 
option of flic new Constitution in 1950. 
The politics of manoeuvre, caste and 
patronage did not spring fully grown 
upon the Indian scene by a process of 
moral degeneration which allegedly fol¬ 
lowed in the wako of the great non¬ 
violent revolution which Candlii. and 
NehiTi led. The rank and file i^oliticians 
in the fkjngu'ss pait>', thf' ones who 
were responsible for setting up the oi- 
gani.sational structure of llu; part>' in 
the individual distiicts, the ones w'ho 
had to win the support of the ordinaiy 
peasant and worker, the ones who had 
to fight elections in arenas lieset with 
the ethnic, religious and social diversity 
that is day-to-day India — these were 
reciiiited in the loeal milieu and got 
their political experience there. In fact, 
they made up the bulk of the organisa¬ 
tional personnel of all the political par¬ 
ties which emerged by the lime of In¬ 
dependence and thereafter. Literally 
thousands of politicians came out of the 
experience gained in local bodies poli¬ 
ties aiound the eountiy. 

In Faizabad-eum-Ayodhya, fifteen 
municipal boarcls hail been seated for 
three year tenns from 1902 to 1953. 
Two hundred seventy-six seats had been 
contested for over this period and had 
been occupied 48 limes by Brahmans, 
16 times by Thakuis, 3G times by Kay- 
asthas, 30 by Khatris, 41 by Baniyas, 7 
by Marwaris, once by a Sonar, four 
times by Europeans (see Table 1). The 
names of many of these men appear on 
the rosters of the Congress and other 
parties w'hich have contested for State 
assembly and parliamentary s(tats since 
Independence. Most of the leading per¬ 
sonalities in Faizabad politics over the 
last 25 years, in fact, either held offices 
or competed for offic<^s one or more 
times on a local body before Indepen¬ 
dence. They learned thiiir politics in 
the context of the political structures 
where Loid Ripon and his successors 
felt they should leani them and when; 
indeed they w'ere compelled to leani 
them since, until near the very end of 
British rule, few^ other structures were 
made available for their political educa¬ 
tion. It is small wonder, therefore, that 
so-called caste and patronage politics 
are played w'ith such consummate skill 
in contemporary India. The ordinary 
giass-roots politicians had half a centu¬ 


ry to learn these skiUs in the local 

arenas that Lord Ripon provided for 

their edification. 
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Impediment to Growth 

A GROUP of economic advisers to the 
United Nations Economic Commission 
for Asia and the Far East (ECAFE) 
jueeling at the end of December wam- 
(;d that balance-of-payments problems 
could prove a great impediment to ac¬ 
celerated growth in the developing 
ECAFE countries in 1971 and subse¬ 
quent years. The slackening in the 
rate of growth of output in the indus¬ 
trial countries in 1971, on account of 
anti-inflationary policies bejng pursued 
in these countries, can adversely affect 
the exports of developing countries,. 
The diffic'ultics may be aggravated 
the industrial countries tend to follow 
even more protectionist policies. 'The 
expressed concern over the fact that 
the absolute value of capital flows of 
a geniune concessionary nature has 
been declining in recent years, while 
the debt-servicing^ liability of a num- 
bei' of countries has been going up^ 
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a Buffer Stock of Raw Jute? 

N K Gupta 


The creation, maintenance and operation of buffer stocks involve a wide range of 'lyrohlems. 
These include problems of finance, storage, grading, haling, location, turnover of stocks, setting up of a 
proper agency, mon^oly of imports and exports, fixation of price range for purchase and sale, etc. 
These tprohlems are important but are outside the scope of this article. 

An attempt has been made here, instead, to esthmite the required size of buffer stock of raw 
jute. This has been done by measuring the deviations in production around the trend line and on the hasUi 
of the past behaviour of the jute rnills and the traders. On such calculations a buffer stock of 15 lakh 
hales eff raw jute and mesta is indicated. This rather large stock is necesseny to meet the wide fluctuations 
in production as well as to counteract the speculative activities of the jute mills and the trade. Moreover, 
the composition of the rate jute buffer stock has to match the qualitative requirements of the jute in¬ 
dustry. The financial, administrative and operational bottlenecks involved in the maintenance of such a 
large buffer stock, u'ilt have to be provided for after taking into account the magnitude of the jyrohletn of 
the jute (^onomy. 

[The author wishes to thank A M Khusro, K Krishnamurty and R Tharnarajakshi for their helpful sug¬ 
gestions. The views expressed in the paper are. Iwwex^er, the authors.] 


KAVV nil(‘ is ail impijitarit fihre crtip in 
Intlia, Krown almost fiitiroly m tho 
rastt^ni Stat<*s. West liengal alone con¬ 
tributes iic*arly 50 i^ei cent of the total 
iiite fibre pioduetion.^ Vrocluetion of 
raw jute and mesta has inereased from 
iiboiit 54 lakh bales (of 180 kg each) in 
iy51'-52 lo nearly 75 lakh bales m 

Tahi.e 1 : Pbice Elastic:! iv ot 


1907-68. However, there have heen 
wide iT»l<*r-scasonal fluctuatioRS. Thus, 
between 1951-52 and 1967-08, the 
tiiiclnations m piodiiction have hecii 
iiioie than ' 10 per cent in ten sea¬ 

sons and near 10 per cent in ano¬ 
ther thiee seasons. The range of annual 
fine I nations jii pi()diictit)n has varit'd 

Jute Ac JIkf.vjive to Piuc.ks 


Anthor/Period Region Type/Model Elasticity 






Shoi t 
'r(*rin 

Long 

Term 

llEUrrical 






.Sinha 

1922-40 

All 1 1 alia 

Simiile 

0.65 

_ 

Venkataiamanan 

1911-39 

-do- 

Neilovc' 

0.46 

0.73 

Stern 

1893-1939 

-do- 

-clo- 

0.68 

1.03 


1911-39 

Bengal 

Siin]ilc' 

0 7fl 

— 

Clark 

1931-55 

East Bengal 

-do- 

0.60 

— 

Rabbani 

1931-39 

B 'Tigal 

Neflovc’ 

(J^iiee expecta¬ 
tion model) 

0.48 

0.84 

’|.|l f’ 


1912-39 

All India 

-do- 

0.38 

0.65 

Recent 

1922-39 

All India 

-do- 

0.49 

1.00 

Hussian 

1948-63 

East Pakistan 

Siinple 

0.40 


Rabbani ' 

1950-63 

-do- 

Nerlove 
(Price expecta¬ 
tion model) 

0.40 

0.66 


1951-61 

West Bengal 

-do- 

0.70 

0.74 


1951-61 

Assam 

-do- 

0.43 

0.57 


1949-61 

Bibar 

-do- 

0.80 

0.97 


1950-61 

Oi issa 

-do- 

0.75 

0.77 


1951-61 

Indian 

Union 

-do- 

0.76 

0.99 
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fmm a 29 per cent deeieasc; in 1953-54 
to a 56.5 per c<*nt inc.lease in 1961-82. 
The standaul deviation in piodiiction 
over the period works out to 178,000 
baits and the co-efficient of variation 
works out to 17 per cent. 

I'hesc fluctuations mav be attributed 
to vaiions factois, < g, weather fluctu¬ 
ations and vaiiatiuns in price levels of 
raw jiite at times of sowing and peak 
marketing - - both absolutely and in re¬ 
lation to ric(* prices — etc’. It has been 
widely lecognisi-d- that, there is a fair¬ 
ly high response of acreage under jute 
lo the relative puces ot law' jute and 
rice, with at least one >ear’s lag. Sta¬ 
tistically, hfiwever, the supply ot raw 
inte is price inelastic, tfie elasticity 
being le.ss than unity. 

Thc^ demand for law' jute is relative¬ 
ly even moie price inelastic.** This is 
hecause its ile*mand is a deiived di*- 
mand, depending upon the demand for 
jute goods; it di pe*nds thus moie on the 
prie<*s of jntc goods than on the pi ices 
of law jute. Also, jute goods are used 
mainly for piiiposes of packaging, and 
the value of pack aging mate rial is 
vei> small compaied fo the value of 
the materials packed. 

The 111 ice elastieit\ of supply being 
highei than ihe piiet elastieily ot de¬ 
mand, (heie h.i\c* bt c*n diverg(*nt price 
movements in the eoliweb-typc price 
flnetnations of law jute. In ctffect, the 
fiecjneiuy and magnitmle of piic'e fluc¬ 
tuations have bc‘eri laiger as compared 
to thosi* ot production. Thus, during 
the peijod under study, prices* fluctuat- 
id by moie than __ 10 per cent in 12 
seasons ami by near • 10 per cemt in 
another two seasons. The* annual fluc¬ 
tuations m p'iees have ranged trom a 
48,9 per e<*nt decline in 1952-v53 to a 
67.2 per cent rise in 1960-61. The 
standaul deviation works out to Rs 26.98 
per ciuintal and the co-efficient of varia- 
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tion al 28.7 ptT crnt (compaied to thr 
17 per cent co-elficient of variation in 
pro(lnction). 

The flnctuaticjns in tin* pniis ol law 
jutt! are essentialls siipplv’-oneiitJ'tl 
This is home out hy tlie 1 .iij]> close Ji - 
lationship hetween o l.itive*' ehan^^es in 
supplies and piues ol law jnte, as eoin- 
paied VNtih pr<’ee(lin^ >ear Denot- 
inj< these u'Litivc chaie/.i'^ m supplies 
ainl piici.s hy v and >, i< sjiet liv« K, 



wo i^et the value of i at -- 0.789, at 
0.02, and the sn]JpI\ elasticity of piict'* 
at — 2.0. (Ciaph 1 shows the lelationslup 
hetween relative chani^es in supplies and 
relative ch.mues in priees ) 

Such iiistahility in supplies .ind juiees 
of ia\\ jnti’ not onl> distinhs tlie intei- 
nul ceoiioniy hnt also lias lepeienssions 
on the international asiieils ot th«*. jute 


economy. Expoits ot jute goods account 
tor over 20 per cent of India’s foreign 
evehuiige eainings and for over 50 pel' 
cent ol th(' haul cLiiieney. Stable and 
competitive [Hues of raw jut(' are ne- 
ecssaiN to [Hoinote long-lenu demand 
lor jiite goods, and thereby to piotert 
tile mti lests of till' larmeis/indiistiv. 
Slahle p/iecs ol law jute arc' over a pe¬ 
riod ot limc‘ condneive to the pionio- 
tnjii el use ol jiiti* goods, and low' pii- 
res woiilil t(Hid to iliscoiiiage the deve- 
lo[)m'Mil ol sNiithetie Mihstitutes. Tlu* 
nnpoitaiue ol in.iintaining a buffer stock 
ol i.iw jute cannot, th(;ieloie, be ovei- 
em[)b.isisc'd. J3nflei stocks aie in fail 
oni‘ ol thi' important fools loi stabilis¬ 
ing puces ovei seasons. 

Th<‘ si/(^ ol the bulfcr stock is a lunc- 
tiori ol a nimibei of variables — such as 
dtHiiand, siijiply and price elasticities, 
frc‘([neney and magiiilade of fluctuations 
m production and prices, actual and ic- 


lative levels of production and prices, 
storage capacity, ability to produce In- 
tenially and import availabilities, finan¬ 
cial limits, bchaviinir of jute mills and 
liaders, etc. Consideration of the combin- 
<’(1 effect ol all these variables would 
ic<iuiie the consti iictioii of an econo- 
mi'tiie model. In this paper, however, 
an attempt is made to estimate the size 
ot the buffei stock — through alterna¬ 
tive ti^chmVjiies of measuring output 
ilevuitions around th<‘ trend line, and 
alsd on the litisis of the past behaviour 
ol jiite mills and tiadeis. Aii adv'antagt" 
ol measuring dt'viatjoijs aiound the 
tiend (ov(*r the tiaditional mi'thod of 
ineasniing drviatirjiis horn the mean) is 
that it allows for long-hmn changes in 
siippl> and demand and tims allows 
tor [Hoper reallocation of resources. 

kilting a linear trend line to the pio- 
iliietion ilata ol law jute and mesta for 


Graph 1 
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1051-52 to 1967-68, w© get the equa¬ 
tion «6093.1 +183.3 t, where 

is the production in thousand bales of 
180 kg each and t is the time (t=:0 for 
the year 1959-60). The variations 
around the trend line are measured by 
the standard error (SE) of the estimate,** 
which corresponds to the standard de¬ 
viation (SD) around the mean for the 
drawing of confidence bands. 
standard error of the estimate of trend 
works out to 919 (thousand bales). The 
confidence bands drawn around tlie 
trend line, viz, trend ^ S E and trend 
4- 2 S E are given in Graph 2. Within 
thc.sc confidence Ixinds, are Kkely to 


fall 66 and 95 per cent of the devia¬ 
tions in production from the trend line, 
respectively. This has a direct bearing 
on the size of the buffer stock. It could 
be said that a stock of 18.4 lakh bales 
(equal to 2 S E) could have taken care 
of fluctuations in production with 95 
per cent probability, or that in 95 per 
cent ol the cases actual production in a 
year would have been within the con¬ 
fidence bands indicated by trend + 2 

SE. 

An alternative method® employed for 
estimating tlic size of buffer stock is 
the consideration of the p(>sitive and 


negative deviations from the trend 110©^ 
separately. In each case, assuming that 
these deviations are normally distribut¬ 
ed, 66 per cent of these deviations 
would be within the Mean + Standard 
Deviation (of the deviations from 
trend), and 95 per cent of these devia¬ 
tions would be within Mean ^ 2 S D 
(of the deviations from trend). Hence 
the maximum amount, that may have 
to be purchascd/relcascd, to maintain 
a uniform level of supplies in two out 
ol three \ears would be given by Mean 
+ S D (of the deviations), and in 19 oiit 
of 20 years would be given by Mean + 
2 S D (of the deviations). Using this 


(h^APH 2 
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analysis, Iht; following results are cle- The thinl method of estimating the 
rived; size of buffer stock is to analyse the 

(figiiies in '000 bales) Ix-havionr t)f jute mills and traders. The 

a) P(%itiv<j deviations from trend: jnte mills have bef'ii holding stocks (»f 

Mean+ S D = 739 1-480= 1228 raw jute and mosta npto 21 lakh bales, 

MeaTi-f-2S 0 — 739 + 978=1717 depending upon IIk' size of the crop, 

b) Negative deviations from trend; (••msnmpfion (jf law' jnte, etc. Thesr* 

Meaii + S 13 = 832 + 467=1209 stocks represent pipeline stocks, reserve 

Mean + 2S 1) = 832 + 934= 1766 stocks, anti speculative slocks. The aii- 

This suggests that, on an aveiage, 17.2 nnal eonsumplion of law jiitt' by mills 

lakh bales should bt' taktai Ironi has been neaily 75 lakb bait's, or say 

tlie inatkt t when pnxinetion is above the about si\ lakh balt^s per month. Although 

trend, lijif* aiul that a <juantit>' of 17.7 pinchast's (4 l.l^\ juti* by mills are 

lakh bales should be leleased tt) the spo-ad ovt i the entm: yeai. the eoncen- 

iiiaikct whi^ii pita.luefioii is below the ttation is dining 6-8 months. So, in 

tiend line, to bung abtiut .i umform tadei to tMisnii' against any disruption 

Jevt'l ol supply m 19 out oi 20 \cars. of law jute suiiiilies or to maintain tht' 


Txin.i 2. riiooL't noN, SoruLY and rmt i.s of H\w 
((,) iMiitily . 000 bales of 180 kg t'ac h) 


Sc'ason 

PiodiKtion cil 

4'otal .Supjilv Avciage* Whole- 

Ofirning Stc^eks 

of Paw 

jul\'-|mic 

lute .md Mi st.I 

of IbiXN jiitc.* sale l^iec' of 
and Mest.i Ibnv Jute^ at 

('aleult.i (Hs 
jier fjiiintal) 

Jute 

Mills 

Tot.il 

U)r)l-52 

5115 

7f)22 

125.91 

NA 

1064 

1952 53 

5316 

7819 

64.30 

N\ 

1167 

1953-54 

3771 


78.87 

\A 

16.31 

1954-55 

3860 

6972 

81 .)« 

NA 

1857 

1955-56 

539 1 

8072. 

73 67 

NA 

1190 

1956-57 

5805 

7926 

82 16 

10 37 

1471 

1957 58 

5-327 

7914 

72 07 

1372 

1887 

J 958-59 

691 1 

9(»7(j 

60.28 

1397 

182 3 

1959-60 

568() 

8771 

83 05 

2012 

2466 

1960-61 ' 

5263 

7342 

1 IS 85 

1512 

i6().3 

1961-62 

82‘3(i 

9508 

86 80 

696 

870 

1962-63 

7188 

10136 

75 68 

2117 

2722 

1963-64 

7976 

11333 

80.77 

2078 

.31*32 

1961-65 

760 1 

11008 

104.59 

18J4 

2879 

1965-66 

5756 

8953 

142 28 

1104 

2016 

1966-67 

6579 

9384 

141.59 

837 

1169 

1967-68 

7199 

9363 

112.06 

1260 

1845 


NA: Not Available 
•Assam White Jut<‘ (bottom) 


Soitircs: (i) Direetoiate of Economics aiul Statistics, Ministry of Food and 

.Agiieulture, New Delhi. 


continuity of jute goods production, 
the jute mills are likely to hold pipeline 
stocks of slightly ]c.ss than two months* 
requirements, i c, nearly 10 lakh bales. 
Stocks over and above this may be re- 
gardetl as speculative stocks (jute mills 
in their individual capacity would 
Jiardly inaiiitain leseivc stocks). The.se 
speculative st(jeks could be used both 
us an in.surance against rise in raw jute 
pnci's or to exploit the fanners through 
postponing their purcha.ses so as citljier 
to allow the prici'S to fall or to keep 
them fioni lising I’hiis, in 1959-60, 
despite a lower eiop of 57 lakh bales 
again.st 6f) lakli bales in 1958-59, and 
d(‘spite I he u'lativelv' higher cunsninii- 
tion tif raw jute by mills, prices of raw 
jute shovxcd a rise only aftei April 
1960. Tins may be attiibuted paitly to 
tfu* larger opening stocks of 20 lakh 
bales w'ldi th(' jute mills. Again, in 
1962-63, pnc'Cs did not use dining tlie 
lean season dcsjiitt* a fall in judduetion 
and laigcr eonsimipfion bv mills -- 

the ojaijing stocks with the mills bc'ing 
21 lakh bah'.s (^intiaiy to all this, jn 
196.5-66, a sliaip f.ill in jiioduction 
toiipled with .somewhat ic'tlnecxl eoii- 
sniMjotion b\ iinlLs bnaigbt about a. 
sliaij) iisi- in pjues dining the season 
-- - the opening stocks being onl\' 11 lakli 
hales. 

\pait fiom jnte mills, Iradeis and 
famieis too are likc'K to hold specula¬ 
tive stocks. HowevcM, the position ol 
these agencies vis-a-vh' the jnte mills 
is weak. The regulaiity of the; month- 
lo-month flow of market arrivals, despite 
good Ol bad crop, indicates that specu- 
lati\e activities of tlu; tiaders and 
1 arnicas have been limited. Over the 
past few >eais stocks of raw jute and 
mesta with these agcaicies have vaiied 


(ii) Monthly Sunnnaiies of |nl and Ciiinnv Statistics, Indian Jnte between 1.5 and 7.8 lakh hales. 
Mills Assoenition, Caliailta. 


(ifi) Tlepoit of the Jnte Tminiry Cornmissiim, 1957. 

(iv) Agrn'iiltnral Prices in Indni. Dncctoiatc* of Econoniu’s and 
Statistics, \(‘w Delhi. 


T\m.E 3: Aiuav vi.s or Dc.)mestic Jute vnd Mksiv at Mu,i, Staiions 
(Lakh hales ol 180 kg each) 


Month 

19(i3-6 4 

1964-6.5 

1963-66 

1966-67 

1967-68 

Average 
(5 years) 

lulv 

8.20 

3.29 

3.26 

2.40 

3.30 

2.87 

August 

3.09 

3.79 

.3.64 

2.82 

3.95 

3.46 

Septemhei 

5.52 

6.65 

5.72 

4.02 

6.69 

5.73 

October 

8.78 

8.44 

7.77 

6.62 

7.93 

7.91 

Novembei 

10.37 

8.51 

7 98 

6.99 

8.15 

8.40 

Decenilx'V 

9.:38 

8.24 

6.69 

7.14 

7.12 

7.71 

January 

7.46 

6.64 

5.00 

4.87 

6.30 

6.06 

February 

5.96 

4.98 

4.35 

3.07 

6.35 

4.94 

March 

5.12 

4.65 

4.06 

3..57 

5.13 

4.51 

April 

4.69 

3.88 

2.73 

3.97 

4.20 

3.89 

May 

3.45 

3.65 

2.39 

3.81 

3.51 

3.36 

June 

2.91 

3.4.3 

1.93 

4.11 

3.65 

3.21 


Source: IJMA: Monthly Summaries of Jute and Gunny Statistics. 


CONCLUJSION.S 

On the l)a.sis ol the above* analysis, 
the maintenance of a buffer stock of 
raw jnte and mesta of at least 15 lakh 
bales is indicated. This size is based on 
a conntei-speculative stock rcc|uirenient 
of 12-13 lakh bales (10 lakh bales and 
2-3 lakh halt's for connteiuctiiig the 
speenJative activities of the jute mills 
and the traders, respectivdy) and a 
stock requirement of 17.2 to 18.4 lakh 
bales to provide for fluctuations in 
production with 95 per cent probabi¬ 
lity. In the pa.st, some of the Commit¬ 
tees which looked into the jute econo¬ 
my had emphasi.sed the need for a 
buffer stock of about 10 lakh bales of 
raw jute. However, according to the 
above analysis, this size could take 
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care of fluctuations in production with 
at best 66 per cent probability. Tlie 
alternative size of 15 lakli bales would 
l>e nearly 21 per cent of the last five 
years' avera^'e production of raw jute 
and mesta in the country; but ctuisidfu- 
ing the wide fluctuations in production 
and i^rices, this size seems necessary. 

The qualitative cHimposition of the 
Ijuffer stock of raw jute has to cones- 
poiid to the fiuality-rnix rc(|uirements 
of the jiit(‘ industry. In fact, the (jua- 
lity-miv iccjuircments for the niauulac- 
tnre of .sp(‘cifie jute goods are soiu<*- 
what rigid, l^iirther, with the iiirreas- 
ing diveisiiieation ot the jut(‘ goods 
manufaetiire, the inn^ortauce of f|ualify 
jute is ineieasing. India is short in 
quality jute, so this component oi the 
mix may have to be airanged Ironi 
abroad. The stocks of inferior jnte, ac¬ 
quired as part of the measure for piie<'- 
support, may also have to be e\port('d, 

Noies 

1 Mesta, an idmtieal but infeiior 
crop, .ueounls for 20 to 25 pi'i 
cent o( the' taw julr* crop in this 


paper, the production of raw jute 
and mesta has b<‘,en taken together. 

2 See Table 1. 

3 Shyamal Roy worked out for West 
Rengal price elasticity cjf supply at 
0.50 anti of demand at —0 19, du* 
ring 1953-fi3. (“Agrit'ultural Situ¬ 
ation in India”, September 1968). 

i Pr ices of Assam White Jute (Bottom) 
rrnly have been considered, as thest; 
arc recognised as representative. 

5 Supjdy has been estj^nated as do¬ 
mestic pJodn<.tion plus imprrrts 
plus opening stocks. 

6 Relative changes rather than ahso- 
hit(! changes have been c-rriisideied 
as these art' more ai:)prni)niitf for 
the snpplv-piiee relationshij) 

7 vSupply elasticity (if prree (inst(‘ad 
ot price elasticity of snppl>) has 
Ix'cn worked ont without any time 
lag, as prices are scaighl to be sta¬ 
bilised i)y minimising the finetna- 
tions in Mirri»lics thriiugh the ope¬ 
ration of th<' bufler stock. Itow- 
cvei-, thr* high supply r;laslicity of 
juiee has to h(? interpreted with 
caution (desjiite its hei)rg signifi¬ 
cant at one [rei cent level of signi¬ 
ficance, the standard error heing 
0 432) since only one indepemlent 
vaii.ible (supply) has lieen taken 
The c'o-t*lTieient of determination rs 
0 62, uhich eoLilil he improved In’ 


riitioducing more variables. This 
was not thought necessary for thi.s 
paper, as the correlation analysts 
has been rrsed onl>' to indicate the 
nature of the relationship and not 
for its exact measurement. 

Further, the year 1951-52 has 
])een left out while working out 
coir(4ati()ti co-cfficierrt and the sup- 
idv elasticity of price, as i^rrecs of 
raw lute iluring 1951^52 were un- 
rtsually high. 

8 The technique \v.rs also used hy 
A M Khiisio itr "The Economics 
of Buffer Stocks and Storage ot 
Major Foodgrains in India” mi- 
nierjgiaohed in 1969, Institute of 
Fa'ononric Crowllr, Dt4hi. 

9 The rrifthod was also employed by 
Ram Saran in 'Ritffer Stocks of 
Ftrodgraiiis’, Seminar Series VIII. 
Seminar otr Foodgrains Buffer 
Stocks’ in India, Indian Society of 
AgiiciiUiiral Economics, August 
1969. 

10 (a) Report of the Jute Inquiry 

Carininith'e, 1057 (Chairman: 
S R Sen). 

(h) Iteport of the Jnte Commit¬ 
tee, 1963 (Chairman: N C 
Srivastava). 

(c) Report ol th(‘ Committee on 
Marketing of Raw Jute, 1963 
((’hairman: B P Patel). 


FROM THE CHAIR 

United Commercial Bank 


The Following are Extracts from the Report of the Directors on the Accounts 
of United Commercial Bank Relating to 1969 Submitted for and on Behalf 
of the Directors by Mr R B Shah, Custodian, on 22nd December 1970. 


THE United Commereial Bank Limited 
along with thirteen otfier Schedul¬ 
ed hanks having deposits in excess 
of Rs 50 cn)res, was nationalised on 
July 19, 1969. The continuity of the 
functioning of the Bank w’as not affect¬ 
ed l)y nationalisation, and this Report 
covets the developments over the entiie. 
year. 

The Rr'poit begins with a Survey 
of the genieial econoiriic and hanking 
developments dining the \ear, in tht* 
siil)S<‘qiient section, a.siiects of activities 
pertaining sja^cifically to the Bank are 
covered. 

Economic and Banking 
Developments 

The Indian economy continued to 
maintain a fair rate of progress dining 
the year under itwiew. While agricul¬ 
tural production in the crop >(‘ar 1968- 
69 was marginally lower ^han in 1967- 
68 on account of untimely rpins and 
droughts ill some parts of the aaintiy, 
production in 1969-70 moved up by 


neaily 3 per cent. The output of food- 
grams in 1969-70. at 99.5 million 
tonnes, is the higliest record(‘d so far. 

The aveiagr* nuU‘\ oi iudustrial <rut- 
put, with 1960-61 .IS base, went np h>' 
7.1 per cent. 

Dining th(" yc.n, the eormtry’s ex¬ 
ports lose to Rs 1,376 (lores and 4.7 
per cent higher tfian what they were 
in 1968. With inuioits declining b\ 
Rs 31 t crores ov(*i tin' x’car, then* w.is 
a consider able narrow ing m the Iradt* 
gap from Rs 533 crnirs in 1968 to Rs 
1.57 crores in 1969. Tlu* country’s h)i- 
eign ("xehange i<‘serv(‘.s (mchisive of 
gold) went up from Rs 577 cioies at 
the end of March 1969 to Rs 729 
e:or‘es at the end of Mait'h, 1970. 

Si’( uni iiEs 

The (3enti(‘’s borrowing programme 
during 1969-70 was completed in two 
phases. ’The 5!s per cent 1999 Loan 
Floated on Ai:)iil 30, 1969, for an 

amount of Rs 250 crores, netted Rs 
275 crores — Rs 107 crores in ca.sh 


and Rs 168 crores by conversion. The 
4/'r per cent 1976 loan, issued on July 
1, 1969 for Rs 250 crores, yielded Rs 
260 Cl ores (Rs 99 ciores in cash and 
Rs 161 crores by conversion). Fifteen 
State CioveuiiiK'nts issued 5.3/4 'per 
et'TiL J.)evelopnrent I.,oans maturing in' 
12 sears for an aggregate amount of 
Rs 155 crores. Matining loans of 12 
State.s aniounting to Rs 88 crores were 
olhred for conversion. All the loans 
weie ov(*i-subscribed. Subscriptions 
aec(‘pted aft(*r j^aitial allotoieiit amount¬ 
ed to Rs 171 crores, consisting of cash 
.sulxs'ci jptions of Rs 125 crore.s and 
conversion of Rs 46 crores. 3’he gilt- 
edged market continued to be steady, 
the <]untations for Citato Government 
and Semi-(ioveinment securities rose 
ffiiarginallv. 

\ 

Money Mxrket 

Conditions in the money market re¬ 
mained easy throughout the year and 
the hanks had in general a cf^rnfortable 
Ihjuidity position. The inter-bank call 
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ilOJNOMIC AND tDiatiCAL 


inonoy rates in Bombay and Calcutta 
iliictiiated between Sla per t‘ent and 6‘a 
per cent, touching the peak of 6}i per 
cent during the busy season. On Sep- 
teinl)er 1, IfKif), the Resi'Tve Bank ol 
India issu(‘tl a diieetive piohibiting tin* 
payment of interest of enrrerit acc'onnts 
and on d<*posits for periods npto 14 
days, as well as the paymtmt of })io- 
keiage on deposits. llat« s of iiiUrrests 
fixed on other eah’goiies of depf)sits 
w(*ie not disturlK'd. 

.SriiMDOia.n Comxjfik i.ai. Banks 

4 }\c‘ deposits of .Selieduled Coniiner- 
eia! Banks rose by Bs 621 erores (14.7 
per L('nt) to Hs 4,H42 eioies during 
1969, eoinpiiied to a lisc of Rs 458 
eroies (12 2 pei rent) in the prt'vious 
y<*ar. 

Chkdii 

Over the >ear. file S<lu*dnh;(l Coni- 
ineuial Banks’ total credit rose ])y Rs 
516.3 ciores (6 8 p(‘r cent) to Rs 3,585.3 
eiojes as against a use of Rs 313.8 ero¬ 
ies (12.6 per cent) in 1968. 

Inx i;ss \Nn Bouhowincs 

Investnaaits of Scheduled (annmei- 
cial Banks in (aivemnient StH'iiritjes 
i()S(’ by Rs 100 erores to Rs 1,217 cro- 
res in the calendar year 1969 as against 
an increase of Bs 108 erores legistered 
in the pitwions yi‘ar. The borrowing 
from the Reserve Bank of India by tlui 
Sch<*dnled Coininereial Banks at the 
end of Dcceinbii 1909 was Rs 91.9 cro- 
rcs as against Rs 38 6 ciou*s in the pre¬ 
vious year. 

Operations of the Bank 

The accounts appended to this Re- 
tx>rt cover tlie jicriod of operations of 
the Rank fiom 19th Jiil> 1969 (the 
date of nationalisation) to 31st 14(H;ern- 
her 1969. I'he review however deals 
with the \ear 1969 as a whole, sint'C 
the hiisin<\ss of the (‘xisting Bank was 
aeiiinri^d hy tlie State as a going con¬ 
cern. 'rile Malaysian branches of th(‘ 
Bank have not b(H‘n taken over by 
virtue ol St*ction 5 (6) of the Banking 
Companies (.Xcfjnisition and Transfer 
of I’lulei l.ikings) Act, 1970 and the 
data for the Mala>sian branches as on 
31 st Decenibei 1968 have Ikvu omitted 
lor thi* pnipos(^ of comparison of ac¬ 
counts. 

The ^ operations of the. Bank in 
India and abroad ri'corded a .satislac- 
toi*y progress during the year. The (h‘- 
posits and other accounts of the Bank 
increased hy Rs 24.43 erores to Rs 
257.53 erores. Tfic advances and bills 


went up by Rs 24.89 erores to 102.82 
erores. The credit-deposit ratio at the 
end of the year rose by 4.04 percent¬ 
age points to 6-3.22 per cent. Invest¬ 
ments increased by Rs 7.82 erores to 
Hs 81.28 erores, the inve.stment-d(*posit 
latio being 32.73 per cent. 

Bu.siness in Indl\ 

'I’he aggregate deposits of the Dank 
in India rose over the yeai hy Rs 24.23 
cioies (11.33 per cent) to Rs 238.04 
doles as against an increase of Rs 
24.53 erores (12.96 per cent) in the 
previous year. The average d(‘po.sits of 
the Bank in India rec'orded an iii- 
ei<‘as(! oi 17.24 per eent in 1969 as 
compared to 13.86 per c-eiit in 1908. 
The increa.se in deposits in India over 
the peiiod 19t]i July to 31st Decdii- 
lur 1969 was Rs 15.86 erores. 

Boiuiowing.s 

'I'Ik! borrowings of the Bank from 
the Reseive Bank of India at the end 
oi Deccmb<T 1909 weie Rs 4.49 eiores 
as against Rs 3.45 erores at the end of 
1968. 

AdV \xNCKS 

The Bank’s advances outstanding on 
31st December 19f)9 weie Rs 146.77 
erores indicating a rise of Rs 20.30 
(Tores over B)68, Rs 4.88 erores of 
this ineiease being accoimB'd for by a 
lisi* m lulls. Th(* Bank’s advances to 
the pr(‘lcried .sectois w'tTe Rs 25.89 
erores at the (Tid of December 1969 
as against Rs 14 09 erores at the end 
of H)68. 

MI'Oil'm Tkhm Loans 

The ontstandmg of mediiini-temi 
loans granted by the Bank amounted 
to Rs 3 60 (Tort s in 1969 as against 
Rs 3.99 Li ores in 1968. A part ol these 
outstanding medium-term loans w'as 
refinanced by die Industrial l4evcIop- 
inenl Bank ol India. The medium-term 
advances were matle to Industries in 
priority sectors. In order to enable the 
Indian machinery manufacturers to 
sell their equipment on a deferred pay- 
rm^nt basis, the Bank discounted bills 
to the extent of Rs 3.25 erores; the 
coi responding figure for 1968 was Rs 
2.14 erores. 

Investments 

During the year 1969 inve.stments 
went up hy Rs 8.71 erores to Rs 82.90 
erores, the ratio of investments to depo¬ 
sits being 34.82 per cent. 


Foukign Exchange Business 

Tht! volume of foreign exchange 
business — both pre-shipment and 
post-shipment — continued to increase 
duiing the year. Total export credit 
dishiir.sed amounted to Rs 68.81 erores 
during the iH*riod April 1, 1969 to 
March 31, 1970. Of this Rs 21.60 
erores lepresented packing credit and 
pre-shipment finance. The export and 
iinpoit bills outstanding at the end of 
1969 w<Tc Rs 6.38 erores as against 
Rs 5.30 erores at the end of 1968. 

Th(* acceptances of the Bank in 
respect of outstanding letters of credit, 
(.tc, amounted to Rs 18.38 erores at 
the end of 1969 as against Rs 16.44 
erores in 1968. 

Bosines.s Aiuioad 

Dmiiig the year th(^ business at the 
Bank’s liranehes in Londem, Singapore 
and Hongkong continued to be steady. 

Profu \nd Loss Account 

4lie profit of the Bank, including 
that of the oveiseas branches, for tlie 
period from 19th July to 31st Decem¬ 
ber 1969 amounted to Rs 48,86,864.92. 
A sum of Rs 9.80 lakhs was transferred 
to the Ih^serve Fund in terms of sec¬ 
tion 17 of the Banking Regulation Act 
1949, and a blither sum of Rs 13.65 
lakhs W'as provided for bonus to staff. 
The balance of Hs 25,41,864.92 is 
available for transier to the Ontral 
Coveinment in terms of Section 10(7) 
of the Banking Companies (Ac<piisition 
and Transfer of Undertakings) Act, 
1970. 

The profit for the period from 1st 
January 1969 to 18th July 1969 
amounttH.! to Rs 40,35,279.45, out of 
which a provision of Hs 16.35 lakhs 
was made for bonus to staff, Rs 8.20 
lakhs transferrei* to the Reserve Fund 
under Section 17 of the Banking Regu¬ 
lation .Act 1949 and the balance of Rs 
15,80,279.45 together with Rs 77,667.28, 
the balance of profit carried over from 
1968 (Ttffal Rs 16,57,946.73), wa.s 
transferred to the Reserve h'und as 
profit prior to nab’onalisation. 

The profit for the whole year of 
1969, before making provision for Iwnus 
to Staff and transfer to thfe Reserve 
Fund, 1)ut after making provi.sion for 
taxes etc, amounted to Rs 89,22,144.37 
as against a profit of Rs 81,03,684.43 in 
1968, indicating a rise in profit of the 
order of Rs 8,18,459.94. There was 
an increase of Rs 1.61 erores in interest 
and discount received while interest 
paid on deposits went up by Rs 99 
lakhs. 
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^ ’’.B^AwdnES' ' ' 

52 brooches were opened during 
1969 as against 47 hi 1968. Amongst 
new branches opened 26 were in rural 
areas, 18 in semi-urban areas and 8 in 
urban areas. The total number of 
branches at the end of 1969 was 372, 
imt oi wbicli 184 were in rural and 
semi-uiban areas, .182 in iirl^an/metro- 
politun towns and 6 in foreign coun¬ 
tries. 

ConscHineiit to the Lead Banks 
scheme' announced in December 1969, 
twtmty thice districts have been 
allotted to the Bank as "‘lead*' districts 
in seven States. The Bank is making 
special efforts for opening branches in 
the eastern region of country. Sur¬ 
veys have been completed for some, of 
the distiicts an<l the piocess ol opening 
oi branches in the Mead' Districts is 
b(ung speeded up. 

Di:rosir Mohiijsahon 

Thf move lor deposit mobilisation 
has been intensified. To leach the 
riual population, as noted above, a 
large number oi liianches were op(’ned 
in luial aieas; to m(*<'t their reipiire- 
ments a number of forms wert; simpli¬ 
fied and prepared in regional languages. 
A new seheine of Housing Recuiring 
Deposit was intioduced. 

Siam-’ 

At the c'lui oi last \<\u, an agKX'ment 
on iiroinotion policy was arrived at 
with th(' Unions of Employ(ies under 
the .\\vard, which provided for promo¬ 
tion of the existing ineinbeis of the 
staff to Oifieeis' Grade ‘D’ on the basis 
of te.st, senioiity, educational qualifica¬ 
tions etc. The agreement among others 
provided lor promotion of officers from 
within to the extent of 75 per cent and 
direct reeruitment to the extent of 25 
per ccTit. To cope with the burden 
of rapid expansion of the branches, 
training programmes for the meinbeis 
of the staff have been undertak<*n in 
a bigger way. 

A number of eonfeiences ol manag¬ 
ers of different branches n )were held 
where matters of policy! and prolilems 
relating to particularly advances to the 
preferred sectors were discussed, and 
methods evolved for deposit mobilisa¬ 
tion; lending polic>es in the changed 
context following nationalisation were 
also reviewed. 

Periodical discussions arc held with 
the Employees' Union and the Officers' 
Association with a view to evolving a 
harmonious relationship and fostering 
the involvement of the employees in 
the task of improving the Bank's ser¬ 
vices and efficiency. The Board 


r^rds Its appreciattcMi ^ tbu ^Ic^ces 
rendered d^iring the year by all mem- 
l>ers of the staff towards the progress 
of the Bank. 

S'l AKF Wei.fauis 

At most of the branches, memIxTs of 
the staff have their own chibs for 
tostering closer lelationship among 
themselves; a subsidy is given by the 
Bank to such clubs. 

In order to enable the jnt^inbcrs of 
the .staff to construct their own houses, 
the Bank provides loans at a nominal 
rate of interest of joer cent to be 
repaid in easy instalments; the total' 
amount of such loans outstanding at 
the end of 1969 was Rs 1,52,73,500/-. 
Loans to the members of the staff aie 
gianted free of interest for puichase of 
scooters and bicycles. 

Advances to I’keferhed Sectohs 

In ordiT to fulfil the obligations ex¬ 
pected of it following natiunulisution, 
paiticularly for augmenting agricultural 
and Jiulustrial pioiluction in the small- 
scale sector and for helping the weaker 
sections ol the community, tlie Bank 
intensified financing of productive 
operations in these areas and for such 
sections. 

For meeting the challenge of the 
new cireuiTi.stances in an effective 
manner, special cells were established 
at the Head Office and branches to 
offer guidanc'c^ to the borrovveis and 1 (j 
appraise and examine prolihxns arishig 
out of enlaig(‘d financing of the prefer¬ 
red sc^ctois. A delibeiate policy of 
decentralisation was adopted in the 
matter of sanctioning of advances by 
delegating higher discretionary powers 
at iegion.il and branch levels so that 
credit could be ilisbuised quickly. 

ACHK.OL'liriiE 

The veai witnessed a substantial 
spurt in the Bank’s assistanci; to this 
most important .sector of the cc-ononn. 
The tempo was accelerated particularly 
after nationalisation. The total num¬ 
ber of farm accounts incieased fnan 
a mere 578 on 31st December 1968 to 
4,654 in July 1969 and to 9,951 at 
the end of the yeai. The total limits 
sanctioned foi agiiciilture wdiich weie 
Rs 1.19 cTores as of end of last year, 
increased to Rs 8.73 crores m July 
1969 and to Rs 13.64 crores at th(j 
close of the year. The total outstand¬ 
ing advances to the sector similarly 
.showed a steep rise from Rs 48 lakhs 
on December 31, 1968 to Rs 3.46 
crores in July 1969 and to around Rs 5 
crores at the end of the year. 

AssLStauce is extended to farmers to 


m^et tbeir requirements ^ Wotl^tig 
capital for inputs such as fertiliser* 
seed, laUmr etc. Medium^enn loans 
are extended for capital expenditure 
for equipment like tractors, putnp sets, 
tubewells, and for inigatiou and land 
development. An amount upto Rs 
3,000/- di‘pending on the acreage is 
generally allowed per farmer by way 
of clean short-term loan to meet the 
cost of various inputs. The meilium- 
terrn loans am repayable in instalments 
ill five to .seven years. 

The Bank grants loans to various 
State Electricity Boards for energisation 
of pump .sets iii.stalled by farmers. It 
also extended finance for construction 
of warehouses, c<3ld storage etc. Assist¬ 
ance has been given for development 
and working of daily and poultry, 
piggX'rirs and fisheries. Medium-temi 
loans have becni granted to idantations 
for the purpose of developing areas. 

Smai.i. Scale Indus hues 

Tfu; Bank «naintained a steadily 
increasing How of assistiwice to this 
.sectoi tJuoughout the year. The luirn- 
1)CT of ac'c'ounts io.m- from 1304 on 
l^eceniber 31. 1968 to 2,265 in July 
1969 and to 3,010 at the end of 1969. 
Tin* total limits saTictioiied to small 
.scale industry and the? outstanding ad¬ 
vances ill .such accounts show'ed a 
steady upward trend from Rs 12.13 
Cl ores and Rs 5.09 crures re.spectively 
at the end of December 1968 to Rs 
18.12 croies and Rs 8 57 crores in 
July 1969 and further iiieicased to Rs 
21.90 crores and Rs 10.25 crores rcs- 
peetiv<*ly on 31st December 1969. 

A.s.sistatice is extended to small scale 
industries to meet the woiking capital 
requirement both against stocks and 
purchase of bills. Tenn loans are 
gianted for the purchase of capital 
equipment and for the constiaction of 
the* factory shed, repayable in instal¬ 
ments .spread over five to seven years. 
Technical piir.sons are piovided loans 
at a low' or nil maigiii to establish new 
units 4»r for expansion. The establish¬ 
ment of the industrial estates is also 
lieiTig tjneouraged through finance pro- 
vidt*d lor Imilding .sheds for .small units. 

P'inanee is made available to trans¬ 
port opeiators for the purchase of 
biLses, trucks, taxis, scmiters and auto- 
lick.shavvs. The limits saiictioix'd under 
this head went ui) from Rs 1.85 lakhs 
in December 19(j8 for 3 acc’Ounts to 
Rs 23.45 laklis for 4-5 accounts in July 
1969 and further to Rs 60.19 lakhs in 
140 accoiint.s in December 1969. The 
aiiioimt outstanding for such finance 
stood at Rs 39.92 lakh.s in December 
1969 as compared to Rs 1.25 lakhs in 
December 1968. 
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Ol’lllfM Phefehred S'EC'1X>AS 

Tlie Bai]k also enlarged its advances 
to the other pi ei erred sectors such as 
retail tiade, aitisans, small husincssnieii, 
proiessioiKils and seIl-eini)loyed j)er- 
sons, students etc. The ainoiint cnit- 
standhig to tlu'si' giouiis was Its 3 13 
LTores in 1,089 accounts in Deceinher 
1960. 

Several meltings weie held at iliHe- 
rent centres with aitisaiis, weaveis, 
cohhk'is and sports-goods aiianufactiii- 
ers to uiideislaiid tlieii pioblems and to 
assist them with linante, I'or example, 
in th<* past t'ohhleis, \vt‘avi‘rs arid 
sj)oi ts-goods m.inuiaetiircis in Agia and 
MeiTut used to get iiayinent loi then 
pioducts hy Post-dated chcipu's which 
they used to ilisconiit with mone>- 
lenders at lates of inttaest v.ii>’mg 
between IS iiei cent ami 21 per cent. 
By jirovidmg them with woiking 
finance and discounting thin cheipies 
at 9 pel c'<‘nl, tin* Bank has been able 
to ri-nder gieat assistance to thesi* 
groups. The scheme ot financing eoh- 
hhirs in Calcutta has lesiilted m about 
1,300 cobbUas being finamed to the 
e\ti*nl of Hs 0 25 l.ikbs. The net im¬ 
pact ot such assistance has been signi¬ 
ficant, with a use ol about 25 p»‘i 
cent on the av^a.ige m th<; jneonic ot 
each coliblci. W'cavi is aie given loans 
to replaci* then old looms, hesid<‘s 
being jinwiiled with vvoiking capital. 
Loan js allowed to post-giaduate 
students for studies in India and 
abroad. 

The Jiank c'onlinucd to i^ailitipate 
duimg tlu* >c‘ar in linaiicing on easy 
terms small tiadeis, .iitis.ms and small 
inaniilaetuK IS who siitfeied because ot 
Hoods in Ciijarat and m the Jalpaiguii 
district ot West Bengal. The total 
amount ol loans disbiiised under this 
bead was Bs 32 lakhs coveinig 015 
accimnts. 

The Bank p.uticipated in the Cnjaial 
Small liuiustiies Exhibition at Ahmed- 
abad. The pioducts ot mdustiies 
fianeed by the Bank were exhibited and 
infonnatioii was supplied in regaid to 
the as.sistance provided by the Bank to 
small industiies. Onr stall was award¬ 
ed a “Certificate ot Mi'iit’* foi excel¬ 
lence of display. 

Exroin.s 

Expoits aie consiileicd the life-line 
of a country’s economy; assistance to 
dii.s sector has alwass received the 
Bank’s prime attention. With the nel- 
W'ork of our branches in India and 
abroad and eorrespondents tliroughout 
the world, it has been possible to 
render adequate foreign exchange ser¬ 
vice by way of pre-shipment as well 
as post-shipment advances at the con¬ 


cessional rate of interest of 6 per cent 
per aniiimi. Eiiiaiice is being provided 
at an inereasing immber of exporting 
centii‘s other than iiort towns. The 
Ibmk agieed to finance .an Indian coiii- 
p.iny tui the supply ot capital goods 
valued at alinut Bs 77 lakhs on detei- 
led pa>ment fiMiiis which enabled the 
eompaiiy to p.u tieipatej in an arrange- 
im-iil enteicd into by it and its foreign 
.issot ialcs loi ti turn kt*y project for 
DM 9 million. The Bank helps its 

ciistoineis to estalilish nc’w C‘ontacts 
•ibio.ul, st ivit e piovided in this connec¬ 
tion im luck ^ intormation on prime ini- 
poil needs ot v.moiis conntiies. 

3 he Bank’s contriljution to expoit 
piomotion J.S evident from the data on 
espoit tinaiice piovided, given bclow', 
10 pel cent ot such finance has been 
pie-shipinent and the rc'st for post- 
.slii]imeiit. 

Limits Balance 

sanctioned outstanding 
on 31-12-69 

(Crores) (Crorcs) 
|iiK I9fS9 Us 11.93 Bs 8.17 

Deeimbei 1969 Bs 16.68 Bs 8.00 


Manacsmi^nt 

The fir.st Board of Directors of the 
Bank appointed by the Government on 
the 18th July 1970 consisted of the 
following ; 

Shri B B Shah, Custodian 

Dr D Bancrjce 

Dr Upcm Bordoloi 

Shri Baghunath Mohapatra 

Shri Ci V Sinha 

Kiimaii N K Ambegaokar 

Dr Ashok Mitra 

There is no question that a ilbriod 
of less than six months is too short a 
time lor pioviding a major departuie 
in the Junctions and activities of the 
Bank. A vast amount ot effective w^ork 
still needs to lie doru' before the twin 
task of adeqnaU' deposit mobilisation 
and liberal provision of advances to the 
pieferied sectors can be even iiiinimally 
accomplished. But the Board can at 
least claim the satisfaction that the 
necessary incasuies towaids fulfilling 
the objectivi; have becai initiated during 
the lattei hall ol 1969. 


Steel facts and figures at your fingertips 
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Problem: There are 25 dishes 
on thetaj buffet tables. 

All scrumptious. 







w. 4 




What do you do? 


1 . Concentrate on one or two 

2. Take a little of each^ 

3, Make 7 trips to the tables^ 

Answer ; 

Do some arithmetic. 

The whole lunch including soup, 
desseit and coffee, with impeccable 
service costs only Rs. 15 
Naturally, 
you come again ! 

riii: lu 1 11 1 LL Ncii 
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Straws m Desert Wind 

SINCE the Novt;mber 1967 resolution of the UN Security Council laying down 
guidelines for a lasting peace in West Asia, the Aiab liontliiie countries (With 
the exception ol Syria) and the Israelis have bt>th pioelaimed their qualified 
acceptanee pi tlui need for a peace! ul settl<Miieiit iii the area. Tlic basic diver- 
geiiee haj, been atid remains: winch should come first, a negotiated peace seb* 
tlciTient or Isiaeli withdrawal trom occupied Aiab territories? The Israelis 
with their paianoia about military seeiirjty aie predictably concerned alx>ut 
secure and guaranteed frontiers aini, penhaps iiitae uiidejstandably, the Arab 
coniitrics are primarily concerned abcjul Isiaeli vacation of tlic territory con- 
queud in the June 1967 war. 

Within the bounds of these basic attitudi s, theie have, however, been some 
signs of relaxation ol stipulations and some new suggestions during the last few 
weeks — partieuiarly irom the Eg>pliaii sidi*. On Febniaiy 4, tlie Egyptian 
Piesuleiit, Anwar Sadat, aniiouncicl a iuilhoi month's cease-fire and at the 
same time suggi'sted an Israeli witiKhaw.il some distaiue back from the Suez 
(’anal and nut, as the Egyptians hadpu vionsly been demanding, a complete 
withdrawal back to the pic-Jime Wai isgyplian-lsiaeli lioutier. In return for 
this paitial withdiawal, the Egyptians latei on, and lor the fiist time again, 
said llnit they would agree to the unhinclen-d pass.ige ot Israeli shipping through 
th(' Canal. iTiey have followed up the C^aiial pioposal with the suggestion, 
made by the Kgsptian K'liresentalive at the UN, that Egypt would think of 
aecoidiiig da jure recognition to Isiael il tlic laltci agieed to limit further Jew¬ 
ish iminigration mlo Israel. 

Theie aie several points lesiilting lioni (bese pujposals W'hieh, probably 
di libeiatcly', liave been left uneh ar. ihese details aie not as important as the 
liki'ly reasons tor lhcM.‘ initiatives. 'I'he most sinking leuson tor proposing the 
le-opeiiing ol the Canal seems to bt' th(* laed to wi’akeu llio IsraeJi case in 
Wesleiii Eniopean eya^s and also to attempt to shuw tlu' LJnitetl States that its 
support ol Isiuel IS likely to become uilu a'^iiigiy iMilated. Additionally, tlie 
Kussians have iiiobably cncomaged tins imlialue as they would like the Canal 
to be leopeued so that their navy and lUMchant manne have easiei access to 
the Indian Ocean d’he Westiun Em()p4 ans aie jiut as keen on a shorter route 
(oi tluai tiatle with the P<‘rsian Cull eoimtnes. East Mnca, South Asia and the 
l''ai East. Even moic tangibly, lh<' Egyptian pioposals were piobubly ain>ed 
iit putting the Isiaulis on th(' di liMisivi-, m diplomatic ttains. Surprisingly, the 
first Isiaeh leaction to the Canal pioposal was ipiite imealLiilating and vshowed 
dial ihey w'eu eauglit oll-lialaiu'e. Ibis unnhearsed iraetioii came twelve hours 
.iltii Sad.it’s Febniaiy 4 speech, in the ioim oi an almost outiight rejection 
f)l the piopsal by tbe Jsiai'li Fimu‘ MmistLi, (a)lda Men, m a television inter¬ 
view. On second thoughts, this lejcetion was snlteiied by the Isiaeli Foreign 
Miuislei, Abba Ebaii, who demanded Juitbei i laiilieations about the proposal, 
sensing that a flat ii'jeclioii would expose Isiaeli intr.insigi'uce and perhaps ir- 
iitate then only leliable ally, the Umti-d States. Sme<* llieii, m concrete terms, 
th(‘ie has been no effort on the Egyptian m iIk' Jsiacli side to ilo anything to 
Iriictity tbe proposal. 

However, the veiy lact that the Iv.zypliau i’i(^i<l(‘ut feels seciiie enough 
to make peace oveitiiies, even tentative one>, suggests that the internal politi¬ 
cal situation in Egy]it is fairly stab'e and that Ioiukt stiongiui'u like Ali Sabry 
do not, foi till' moment, c'oiistitute a n al lIiKal to Sadat’s position, though the 
degree of h.iwkishuess and the (ouseipieril desin loi political change among the 
yonngei ofheeis of the armed forces niiiain imkiiown i|uaijtitics. Pressures 
on Sadat fiom the hithi'ito more aggiessivi' Aiah eountiies have also decreased. 

Jn Syiia, the Hale/ Assail legiine has ii'plated tliat ol Nouieddm Attasi, which 
was vimlently inflexible towauls Isiacl, al least m woids it not actions. The 
Libyan ]('ader, Muaininai Ohadilafi, who was lueviously all liu an anneil con- 
Irontalion with Isiael, is preoeeiijiK'd with ollu i issius, partnulurly the tough 
negotiations with tlu Wesh'iii oil lonipainVs to gel a Inither ineroase in reve¬ 
nues liom Idbyan oil. Thi' Algciiaiis have on th.-n hands lln'ir ow'n protracted 
.struggle with the Eieneh oil eompanies and tla- h’leneh Covermnent. In Sudan, 
President Jaaiai el-Niiniery only last wiak \ow<il to ciaek down on the Sudan¬ 
ese' Communist Party which till leieutly was lejnesentid in his cabinet but 
whom he now aceiises of nndemiining, among othe, things, his Arab nation¬ 
alist policies. 

Mon' Mgnifreantly, in Joulun, the I’alestiniau giurilla organisatuyiis have 
been bucily mauled by the Jordanian army anil although they sUll remain a 
potentially potent political force, for the bine being even the more revolutionary 
ones among the organisations, the Popular Front for the LiheraUon of Palestine 
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and the Popular Dcrtioeratic PVunt, have 
tacitly conceded in a recent statement 
that Egypt should have a fairly free 
hand in handling the Suez front with 
Israel. 

International Finance 

To Those That Have 

THE international financial position was 
far better in 1970 than in 1969. There 
were no persistent deficit position.s, no 
scaif“s of mils on currency and no fears 
of devaluation. International liquidity 
improved, with a shot in the ann in 
the foirn of the issue of $3.5 billion of 
SUR.s at thir beginning of 1970 followed 
by a second issue of $ 3 billion on Ja¬ 
nuary 1, 1971. 

The chief beneficiaries of the redis 
tribiition of inU*nuitional liiiuidity which 
came about in 1970 were the rich coun¬ 
tries. The reseives of the 14 major in¬ 
dustrial countii(‘s ineicased by a fifth, 
from $ 54.5 billion at the end of 1969 
to $ 65.3 billion at the end of 1970. Of 
the 14 countries, the US was the only 
one to lose reserves, its reserves declin- 
mg from $ 17 billion to $ 14.5 billion 
over the \i*ar. At th<‘ otlua end. Japan s 
reserves rose by a third, from $ 3.7 bil¬ 
lion to $ 1.8 billion. 

The developing counli i<“s' position has 
remained precarious. Their purchases 
of currencies from the IMF declined to 
$326.3 million in 1970 from $395.2 
million in 1969, but the.se fonned 1«3 
per cent of total IMF sales of $ 1839.3 
million in 1970 as against 14 per cent 
in 1909. 

Two conclusions enieige from tlu'sf 
figures. First, the so-called e.xchange 
crisis of 1969 was essentially an inter¬ 
nal affair of the developed counhies, 
though the balance of payments diffi¬ 
culties were used by many countries to 
restrict aid to developing c*ountrie.s. Se¬ 
cond, the distiibiition of international 
reserves remains lop-sided and the SDRs 
have hardly helped the developing coun¬ 
tries to improve the international ba¬ 
lance of liquidity. 

Now that the idea of creating inter¬ 
national lOUs through the SDRs has 
b(‘en accepted, it is time it is linked to 
the clfvt loping countries* needs of inter¬ 
national buying power rather than to 
the trading and wealth i)osition of 
eountiies. It is only thus that develop- 
iiKTit ne(*ds can be. linked to the crea¬ 
tion oi international liquidity to acce¬ 
lerate the transfer of resources from 
the develoiied to the developing coun¬ 
tries. 


West Bengal 
Attitudes to Violence 

A Correspondent tvrites: 

THE h'Jection Commis.sioner's appeals 
for a peaceful poll, the State adminis¬ 
tration's reiteration of its rc^solve to en¬ 
sure such a poll, the iJaborate deploy¬ 
ment of the State police with reinforct'- 
nieuts fiorn othii States and even the 
introduction (jf the army do not seem 
to have eur])t‘d, much less ended, poli¬ 
tical violeiiei: in West Bengal. On 
W etlnesday, the Hangla Congress can¬ 
didate trom tlu; Ukhra Assembly con- 
sliliiency in Burdwan was stablx’d to 
death. Ht; was the third cjindidate to 
meet this fate, a Forwaid Bloc and a 
Congress(H) candidate having been 
done to death eailier. Y(‘t is it really 
so Sill prising that violence* continues 
unaliated? Quite apart fiom the limi¬ 
tations of the police and even the aimy 
in tackling violenc'c of this kind spread 
over a huge aiea, is the political will 
ill the matter in fact as firm as the 
public proiiouneerneiits of the State 
administration and of some of the poli¬ 
tical h'ach'is would lead one to think? 

JncreasingK, the iniuderous attacks 
are taking on an exchisivcJy iiiter-iJarty 
chaiaeter. And if a tally were taken 
ol the vic tims (leaving out those killed 
or uoundecl in the scj-eallcHl police 
operations against Naxalites), the 
Cr(M) amcnig all the parties 'W'ould 
aiipeai hj have been the worst affected. 
Not that it has Ihxmi a passive victim 
ol vicdencf*. but almost all the parties 
111 the Slate' have maclc^ its cadres the* 
object of viohiuc' W'hieh it has had to 
countcT single handedly. Alrc-ady, bc- 
loie thc‘ announcement of thii cjlection, 
the Naxahtc's and thc^ CP(M) wctc 
lockc'd III a bitter campaign to ph>'si- 
eally annihilate each other’s cadres. 
Aftia: the annoiinc'c’aiK'iit of the election, 
Naxalitc* attacks against the Cr(M) 
liave boiai intensifii'd. The election 
has in a sense hecome the' focal point 
of the ideological difterenecs between 
them. Foi the CP(M), the announce- 
mc'nt of the elc'ction cainci at a time 
whc‘n it \vas foundering for want of a 
concrete objective on which to focus 
the energies of its cadies. The paily 
has thrown its organisation and work¬ 
ers into the election campaign with 
ferocity. On the other hand, for the 
Naxalites too the announcement of the 
electiem offered an immediate goal — 
that of disaipling the election in areas 
where they are strong and generally 
Cl e ating cnoiigli terror to keep down 


voter participation. Normally, Ais 
attitude of the Naxalites should have 
brought them into conflict primarily 
with the State administration and the 
election authorities, but that is not 
what seems to have happened. It ha.s 
sharpened their confrontation with the 
CP(M). 

Some other dcvelopnu'nts since the 
announcenuait of the election have con¬ 
tribut'd to making tlie anti-CP(M) 
parties’ attitude to violence more than 
a little ambivalent. To begin with, 
these pai til's were confident that th<5y 
would be able to form a joint anli- 
CP(M) front on the Kerala mid-tenn 
election pattern. Such a liont, it was 
thought, would on the one hand eli¬ 
minate Congress(O) as a political force 
in the State (as happened in Kerala) 
and, by giving it a straight fight, cut 
down the CT^(M) to size (as, again, 
hajipened in Koala). Hut as things 
turned out these e.xix'ctatioiis did not 
materialise. In Kerala thi.* Congiess(R) 
had, in advance of tht^ mid-term poll, 
reconciled itself to a government led 
by Aclmtha Menon which it would 
support but would not be a jiart of. In 
West Bengal the parly was not prepar¬ 
ed to accept this role, but wanted to 
make a bid lor gov<'iMinental power. 
This together with the conflicting am¬ 
bitions of Baiigla (aingress and CPI 
have led to these parties contesting the 
elections on their own, despite adjnst- 
inc'nts in particular constituencies. This 
has inevitably weakened theii collective 
positiim against their eormnon eiKiny, 
the CP(M). whose chances of bi*ing 
returned even with an absolute majority 
have in the process improved. It was 
this very tear which had curlier led 
thi'se parties to acquiesce in President’s 
rule ill the State and indefinite post¬ 
ponement of till.* election. Cimsisteiit 
with this, it is to be e.\pected that these 
parties are no longer as keen about Um 
election as they were. The one excep¬ 
tion to this may be the CongressfR) 
which has a stake also in the Lok 
Sahha clectioivs from the State. But 
even C()ngress(R) will stand to lose 
from postpimement of the election in 
West Bengal only if it expects its per- 
tormanee in the Lok Sahha election 
from the State to be much better than 
its average performanci' over the rest 
of the country. x 

This turn in electoral prospects 
brought about some interesting changes 
in the attitude of the antf-CP(M) 
parties to the question of violence. 
They are of course vociferous about the 
violence of- the CP(M)» but the activl* 
ties of the Naxalites are no longer 
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seen as tibe threat that they were once. 
Also these parties have become much 
more vigJlaut and critical of alleged 
police atrocities against Naxalites, 
which remain a fi<‘(juent occurrence. 
F«)r instance, on Wednesday, iti the 
Beliaghata an‘a Calcutta the police 
allegedly killed five young men who 
, were, according to a statement issued 
by the residents of the area, draggl'd 
out of their houses and shot in cold 
blood. Prominent among those who 
led th(' protest against this incident 
were CPI, Congress and Forward Bloc 
leaders, whereas the CP(M), judging ])>• 
newspaper reports, has been silent. 

This incident once again shows up 
the piessures and counter-pressures 
working on the State adminis¬ 
tration and police and the considera¬ 
tions of shoit-lcrm iiolilical tactics 
whicli havi' put the CP(M) at the 
centre ol organised political violence 
and also given it a stake in preventing 
the law and ord<*r issue hi'ing made an 
(‘xense for putting off the election. 

Ruvee Trade 

Sag in Export Effort 

THE visit of a Y’ugoslav trade delega¬ 
tion in February focuses attention on 
the rupee trade relations which India 
has built up with the USSR and the 
East European and some other (X)un- 
tri<!s. A bilateral bade anangeinent 
works only so long as tlie trade gene¬ 
rally balances. India’s trade with 
some countries like Yugoslavia has 
been subject to fluctuations which 
have created pioblcms of accumulated 
balances. Moreover, when a traded 
item l}ecomes scarce and, theiehy be¬ 
comes tradeable for scarce currencies, 
it is sought to be exclutlcd from the 
bilateral payment arrangements; for 
example, Yugoslavia recovers most (70 
j)er cent) of the payment for ships in 
convoitihle currencies. 

Yet bilateral trade has advantages 
which ore worth retaining. As the ex¬ 
perience of the thirties showed, a bila¬ 
teral payments system enables trade to 
he maintained at a level higher than in 
Sts absence. India can sell in a market 
which yields i^reference to it; and it 
can test out its export products 
^ such markets liefore they'aie open¬ 
ed to the full blast of International 
competition. 

But rupee trade is beneficial to India 
only So long as it enables ns to increase 
the volume of our total exports. It is here 
that the shortcomings of our export ef¬ 
fort are becoming apparent. To the ex¬ 


tent we import scarce commodities (for 
example, stainless or special steel items, 
bought with convertible currency) India 
is exchanging its convertible currency 
earnings for a tied currency. What 
India needs to do is to promote exports 
to these countries of items which other- 
w'ise would not have been exported at 
all. The shadow-price of export earn¬ 
ings in such markets is lower than that 
of exports to scaice currency areas. This 
must be c'ompcnsattd for through the 
nature and volume of exports to such 
markets. 

Nepal 

Nervous Diversion? 

Our Correspondent writes : 

THE smoke of mistrust and misunder¬ 
standing which has been swirling 
around Tndo-Nepal relations over tlie 
past two decades has turned quite ex¬ 
plosively anti-Indian after the final 
hreakdowai ol tlie Indo-Ncpalese dia¬ 
logue on tradi' and transit. One of the 
consequenees of this has laeen that peo¬ 
ple of Indian origin, settled in Nepal lor 
generations, havi* been served with court 
notice asking them to explain why their 
Nepalesi! citizenship should not be 
withdrawn. The move has created 
panic and uncertainty among this group. 

In fact, anti-Indian deinonslTations 
ami slogan-shouting are now' very com¬ 
mon thioiighoul Nepal, and it seems 
deal that goveiiiinenl offidals and rul¬ 
ing circles are feetling fuel to the fire. 
The mor)d is thus also icflected in Ne¬ 
pal’s newspapers. Not only govemment- 
owmd fiisiua Nepal and Gorkhapatra, 
hilt even Ilimuli Bela, Neto Herald, Mo¬ 
therland, Janclut, Matribhumi, and 
Arati, are in one voice condemning 
India for the economic blockade of the 
kingdom. Tlic anti-Indian campaign 
has reached a pitch at which news of 
the blowing up of the Indian Airlines’ 
Fokker Friendship aircraft early this 
month at Lahore was gleefully wi'lc-om- 
»*d and, what is more, the entire story 
w'as told thioiigh the state-controlled 
press and radio in a manm r that sug¬ 
gested that India was to he Idamed for 
what happened. 

Nor are these events isolated. Early 
last month, Kathmandu witne.sscd a 
massive anti-Indian dcmonstnilion shout¬ 
ing anti-Indian slogans such as Boyentt 
Indian Coods”, and “Down with Indian 
fmpcn.ahsm'’. After paiading tlirough 
New' Rqad, Indiachowk, and Bhottahitti, 
the pioc(*ssion turned into a public 
meeting under the au.spices of no less 
than the Kathmandu Nagar Panchayat, 


and speaker after speaker denounced 
India for the alleged economic blockade 
of Nepal. The Young Turks of Kath¬ 
mandu actively participated, and Prince 
Birendra watched their performance 
wnth keen interest. 

Tlw Young I’urks seimi to have fared 
only too well, for, only within a couple 
of days of the Kathmandu demonstra¬ 
tion, cinti-lndian slogans started echo¬ 
ing in far-off places like Diratnagar, 
Dhaian, Cliatra, Chakarghati, Kanchan- 
pui, Hanuinannagar, and Raj Biraj. 
Some officials of the Indian-aided Kosi 
[iroject together witli their families and 
eliildren w'ere manhandled, near Rajbas 
in the Nepalese terai, liy some Nepalese 
.shouting anti-Indian slogans. 

Why have the Nepalese authorities 
giv^n such long rope to anti-Indian 
feeling and expression in the kingdom? 
In it ivally all because of Nepal's sense 
of injustice vB-a-tns India and its de¬ 
sire to assert its separate identity? Or 
does it signify .some deeptir insecurity 
within the kingdom? Indications are 
that the authorities, feeling their autho- 
ijt>’ anrl raison d'etre threatened from 
w ithin the land, are trying to diveit the 
attention of the people to the bogey of 
threats fioin India. By attacking India, 
official circles may be trying to kill two 
birds with oik* stone — rallying people 
to the ncH'd to face dislocation of exter¬ 
nal trade, and at the same time coun- 
tt'ring internal dissent by deflecting 
attention elsewhere. 

.Soon after his return from abroad, the 
Nejiali Congress leader and former 
Piinie Minister of Nepal, B P Koirala, 
is known to have gone on a hectic tour 
of the Nepalese terai, oigaiiising groups 
of Nepalese democrats with a view to 
e\eiitiially displacing the present re- 
giiTU'. Tlie Nepalese Congress leaders 
have evidently hi'cn reeiiiiting dedi¬ 
cated cadres from among students and 
landless faimiMs; hut they are not con¬ 
tent with that, and are now also sinml- 
taneonsly infiltraling high officialdom 
with their own men aiul snppoiters — 
a]iiiaria)tly not eveiuding fioin such po¬ 
licy either the ]u>al police or the anny. 

In this context, a slow now circulat¬ 
ing in the Nepalese capital assumes 
new dimensions. Queen Ratna was in- 
juied in the forests or Kanchanpur while 
on a ligei hunt. On that hunt, besides 
th(‘ King and the Queen, there W^re 
only three other persons — the newly 
elected Ra.shlri>a Panchayat member 
and foimer Prime Minister Kirtinidhi 
Bista, a police officer, and the Mahawat 
ol the Tuskar. Kirtinidhi Bista, is also 
reported to have received a bullet in- 
jur>’. The police oEBcial is reported to 
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have hern subsequently tlisniissed atitl 
to be awaiting heavy punishment. The 
.story (lo(‘s not ('nd iliere. Williin a cou¬ 
ple of hours of the royal paily’s return 
to the capital a nuinbci of arrests were 
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made in Biratiiayar aud Bul“wal. Al- 
(houj^h details of these stray arrests are 
not known to the pu])lic, the arrested 
irt isons arc kno\Mi to be sympathisers of 
li P Koirala. 


in which thr* vei-y principle of compe¬ 
tition, by its logic of allowing knowhow 
to be th(? posse.ssion of a particular 
enterprise, tends to discourage newcom- 
(*rs aird hence greater competition in 
(’('itaiii industries which are basic and 
capital-intensive. In the present strue- 
tnr(' ()l iudustiial organisation, by 
definition then, CJovcmmcnt could have 
no elficirnt alternative to allowing 
evpansion of the two ('xisting major 
producers — the Monopolies Coiiimis- 
sioM nolwithstandhig. 


Soda Ash Monopoly; No Escape 


8()IM ash pujchutiun has tailed lo 
expand cotnmr‘nsnialel> with demand. 
Soda ash was decontrolled in the inid- 
sixtir's when IIk* so-oiillcd protection to 
it was u'ithdiawn. In laet, however, 
soda ash is still jrroli'Lted Iry the fact 
that, alter import duties, irnpoileil 
sod.i adi costs f.u moie than ihr' ])riee 
ehaig<’d b> major indigenous ]rroducers. 
Tine, thi* ]rrie('s eliargid by individual 
produceis rise more or k'ss in align¬ 
ment, but soda ash — oner* its pro¬ 
duction is stalrilisCil — is a very profit¬ 
able basic chemical, ganging from the 
pr*rh)rmanee ot its ui.ijor pioduccis. 

To spread rnit its pi(_)duction, both 
geographical!} and horn tin* point of 
ownership, letters of intent wnr' fssnr'd 
to a number of newn and smallru 
parties wfiile thosr* issued to (lie present 
inajoi produceis (lata (Chemicals and 
Samashtia C.’heiuitals) have l>e('u pend¬ 
ing decision ol file Monopolies (’om- 
niission lor some time now. Tln^ ru I 
K'snlt has heen that, while the laKt'i 
could not ]riote«‘(l with espan'-ion of 
th(‘ir plants, tin* newroiiKis 1 ailed to 
imph'inent theii liiinre',^ eonscfpKaitly, 
sinc(' Septeinher 1970, thrie h<is been 
emeiging a shoitagr* of soda ash wliuh 
has reached ncnle piopoitions today, 
with open markc't prie(\s hr ing 100 per 
r(*nt highei than the price piodiierMs 
charge diiectly to indnstiial ennsnnieis 
Goveinment is inimediatrly allow’ing 
impoit of 0,000 tonnes of soda ash -- 
an activity STC] is geiK'iall}' reluctant 
to undertake since, altr'i tin* heav> 
duties, the sale piicr* ol iinpo ts i*. 
higher tlian the indigenous irrier*. ^’( t, 
elearl}', tfie only wav to bring down 
maikr’t pi ices to those chaiged l>y the 
producers and (*ventnallv the onlv way 
to low't'i the pies<‘nt producer pi ices, is 
hv rxpanding prodm’tion trr niatrh 
(lemaml and h\’ encniiraging eompt'li' 
tion among produceis through new 
enter 1)1 i.se in the field. This is jrrecis' ly 
where c-.xisting policy has failed to 
e xact results. 

While Covemmeut has the option to 
decide wbethcT or not an expansion 


should be Mibjt*eted to the sc*iutmy of 
the Monopolies Commission, with the 

two major business hcnises of latas 
and Biiias piodueing 8.5 per cent ol 
total indigenous soda ash, it was ])oli- 
lieally inconceivahlej that Covermneut 
could g<*t away w'ithout such .siihmi.s- 
siim Given the current .shortage and 
the Monopolies Commission’s bmlt-hi 

dradline for c'h'aiance of cases liefoie 
it the two major producers will in all 
pioh.ilrility get thmr expansion licences. 
But, iiu*anw’hile, liope of infusing new 
entrepienenrial hlood in the industry 
to fill suppl}' gaps and to depress prices 
in the long run will, it seems, havr*. 
to be given up The Nc*w Central 
Int(‘ Mills and the Maharashtra Co- 
oper.itive Fertilisers have made no 
significant piogiess in carrying through 
tlieir project proposals. Other partie.s 
in tin* south and east have, it is repoit- 
ed. similarly faile<l lo grasx) the iqipor- 
tnnity 

The fact is that there arc^ in particu¬ 
lar industries, economies of scale that 
make hreaking into an established 
market difficult The prospect must 
s(’<’m csp<‘eialK forbidding to nc'w- 
eom»‘rs when the industry, being eapi- 
ttil-intensive, mini res heavy inv(‘stiTit*nt 
and when the proce.ss of manufacture 
is a dilficult one requiring years for 
pioduct-stabilisatioir in tcrins of qua¬ 
lity and output. The consequently 
long gestation period means that profit¬ 
ability to he attractive has to Ire signi¬ 
ficantly highei. This is piolralrly where 
the two major manufacturers of soda 
ash, the most important basic alkali, 
have scored over po.ssible threats of 
future competition. While keeping 
pi ices more or less in mutual alignment 
the}' liavc also pegged them low' c-nough 
t(r make fresh entry less attractive. 
New entrants, while they would be as¬ 
sured of growth in demand for soda 
ash, would nevertheless have the 
(‘xainph* of the 50 per cent idle capa¬ 
city in the Salm Jain unit in UP to 
frighten them away. 

We thus have a parado.xical situation 


Braithwaite 

Government to the Rescue? 

d'JlFC leport that the Goveinment may 
t.ike over Braithwaite docs not cornt* as 
a surpiise to tliost* who aie accjnainttHl 
with the working of this firm which is 
India’s higgesl manufaetmei of railway 
wagons. x)Joducmg also heavy stivictu- 
laK, i)iess(‘d sh’cl tank pl.iti's, licavy 
cranes, jute carding machines, etc. 
incoipoiated in 1930 lo take ovt'i the 
niamilacliiiing .lelivities in Jrrdia of 
Braithwaite and Co (JCngineeis), UK, 
Ih.iithwaitc’s shareholding witnessed 
significant cbange.s and at present about 
■35 jicr cent of the shares are held by 
lardine Hendeison, 8 irer cent hy 
Biaithwaitc and C’o (Engineers), UK, 10 
per c*ent by Mohanlal Mehta and 
Caivindlal Mehta and the rest by the 
public. 

Ihitil it acquired its Angus Works 
jnojrcit} in 1961, Biaithw'aiP‘’s opera¬ 
tions were concentrated at its Clive 
VWrrks at Kiddeipore, (ailcutta. The 
company sjrent a substantial amount of 
mon(*y to develop Angus Woi'ks as a 
lull fledged maeliinc '-hoxr and also 
(*iih'ied into technical eollahoiation 
with Thomas Smith and .Sons and John 
Smith of UK for the maimlac'tuie ol 
EOT aiul oth(*r cranes at the Angus 
Works where the output reached Rs 
1.5 eioies hy 1965. As a whole, 
Biaithw aite s pioduetion and turnover 
till 1965 showed a sustained rise. This 
leflreted the aeeeleiating investirierit in 
indiistiy and railway transport during 
the first thrr'c J^Ians \^’h^eh generated 
ennsid(*rable demand for sUucturals and 
railway wagons. The coonhined pro¬ 
duction and other income of tiro Clive 
and Angus Works amounted to I\S 
10.79 Cl ores in 1965 and the oonipaiiy’'^ 
earned an operating profit of Rs 158 
lakhs during that year. 

Braithw'aite's fortunes began to de¬ 
cline after 1965 as a result of the 
recc'.ssion in the engineering industry 
and continued labour unrest. The 
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value ot contiacts executed declined 
iroin Rs 10.70 crores in 1965 to Rs 6.20 
crores in 1969. Operating profit de¬ 
clined frotn R.s 158 lakhs in 1965 to Rs 
13 lakhs in 1967. Apart from the sub¬ 
stantial reduction in the value of con¬ 
tracts, the decline in the operating 
profit \\'a.s attributalde to higher cost of 
materials, higher wages and larger pro¬ 
vision for depreciation. Jn 1968 and 
1969, the company incurred operating 
losses of Rs 54 lakhs and Rs 124 lakhs, 
icspectively. As on December 31, 
1969 the eornpanv had accuinmulated 
losses ot Rs 102 lakhs. Over the last 
five years the compan\\ i<*servcs de¬ 
clined from Rs 201 lakhs in 1965 to 
Rs 68 lakhs in 1969. 

The compans’s dividend which was 
20 per cent on ordinaiy shaies in 1965 
was I educed to 8 per eeut in 1966 and 
6 p<-r cent in 1967. Foi the yeais 
1968 and 1969 th(' eompain did not 
yiay dividend on oidinais shares and 
tor 1969 jt did not pay dividend on 
its cumulative iireleience shares either. 
The company’s oidinaiv shares ot Rs 
10 each, which W(Te once (pioted at 
Rs 28, are now (jiioted helow Rs 6. 
(Of the authoiised shaif* capital of 
Rs 200 lakhs, paid-up capital is Rs 160 
lakhs in oidinary shaies and Rs 40 
lakhs in 9 per et*nt cumulative redeem- 
ahl(‘ pielcrcnce sharr's.) 

UiK'cononiic orders from railways (in 
a single older tor LOOO coveri'd wagons 
iiegotiaR’d in 1968, the loss estimated 
hy the compimy was Rs 58 lakhs), 
pancitv of steel which is the major raw 
material needed hy the company and 
constant labour trouble havt* peisuaded 
Braithwaite to close down its Clive 
Works which produces lailway wagons. 
The company is also faced with the 
acute problem of seeming funds for 
working capital for which it recently 
proposed to issue 8 per cent convertible 
debentures for Rs 64 lakhs. Although 
financial institutions have agreed to 
subscribe to the debenture i.ssue, Cnal 
arrangements are yet to he made and 
the Clive Works of tht* company con- 
tiniu'S to be shut down, i-endering 
about 5,000 workers jobless. 

1'he Goveniment has ordered an 
iiuiuiry into the affairs of the company, 
the outcome of which will determine 
^ whether New Delhi will give Braith- 
waitr badly needed funds for working 
capital and acquire majority' .sharehold¬ 
ing in it. The company ha.s utilised 
cash credit limits to the maximum and 
has also deferred payments to its cre¬ 
ditors. Therefore, funds can now come 
largely oply through direct Goveniment 
assistance. 


TDA 

Support for New Exports 

OV^ER the last twenty years India has 
built up a diversified industrial capacity 
and now makes engineering products 
like inachine-tuols, automobile parts, 
electronic conipummts as also various 
plastic materials. These are rapidly 
growing industri(*s in the advanced 
eountrif's and also the fastest growing 
elements in intiTiiational trade. So far 
India has eoiK-<‘ntratcd on production of 
lh(‘se goods tor domestic consumption 
idying upon .i narrow import substitu¬ 
tion strategy. In many lines, India has 
sought to viitnally freeze design and 
t(^chnology, thus opting out ot the iutei- 
national market. 

Vet, wlieiK ver fudiau goods, partii'u- 
larly eugineeiiiig goods, have been 
shown at international fairs, foreign 
manufatturcMs hive been suiprised at 
India's tethnuvil eapacity and work- 
luanslup. In some cases, the foreign 
eollahoiators have provided natural 
markits for the goods made in India. 
Manufaeturers in the developed eoini- 
tii(*s also \\ant t(» job out the more 
labour intensive and messy items — 
g, forgings, eastings — to outside 
maimfaetuicis. With their iccent cx- 
peiieiice with their own labour, these 
maiuilactuiers are now keen to develop 
aiul k<‘ep o])en alternative sources of 
supply. British Ley laud was recently 
looking as far as Japan for component 
supplies. 

'rhis is the marktit India needs to 
make a pitch fur. There are two 
major reiiuirements for the develop¬ 
ment of this market. First, the foreign 
inamifaetureis’ material specifications 
are rigid and at least initially large im- 
poTts of the required materials would 
he needed to match these specifica¬ 
tions. Second, these manufacturers in¬ 
sist on regular deliveries and cannot 
hold up operations for want of supplies. 
So it might he necessary to provide for 
warehousing of supplies abroad to en¬ 
sure* regular deliveries. 

The newly-constituted Trade Deve¬ 
lopment Authority is apparently con¬ 
centrating its attention on these aspects 
of India’s export strategy. It is also 
examining the possibility of encimrag- 
ing export processing (or, more popu¬ 
larly, free trade) zones. The TDA is 
being launch<*d with much fanfare. It 
is to be hopt'd that it maintains its 
present momentum and does not dege¬ 
nerate into one more cog in the 
bureaucratic wheel. 


Textile Exports 
On a Slippery Slope 

COTTON textiles account for as much 
foreign exchange eamings as the engin¬ 
eering industries as a whole. Yet e.x- 
ports of mill-made cotton textiles have 
not done particularly well in 1970-71. 
Textile exports were lower in Janu¬ 
ary 1971 compared to January 1970 — 
expoits of piecegoods declining from 38 
mn sci metres valued at Rs 6.1 crores 
in Januaiy 1970 to 30 mn sq metre.s 
valued at Rs 5 crores in January 1971, 
of cotton yarn Irom 4.2 inn kgs valued 
at Rs 3.46 croies to 0.6 mn kgs valued 
at Rs 48 lakhs, of cotton apparel from 
Rs 78.2 lakhs to Rs 52 lakhs, of cotton 
hosiery from Rs 3.4 lakhs to Rs 1.2 
lakhs, and of other cotton manufactures 
from Rs 1.47 crores to Rs 1.30 crores. 
The (leeline lu cottun textile exports 
over the 10-month period April 1970- 
Jamiary 1971 is i^laced at Rs 4.4 crores, 
fiom Rs 93 cToies to Rs 88.6 crores. 
On tins basis, total exports in 1970-71 
an- est in lilted at only Ks 105 crores, a 
shortfall ol Rs 15 crort's ovej the R.s 
120-eror<‘ target. 

There are many reasons for this poor 
pifrfoimance. Fiist, tlie growth of do¬ 
mestic offtake is gradually' eating into 
the export surplus. .Second, the avail- 
iihilitv of cotton has been strained. 
Third, domestic prices of cotton have 
soaicd so high as to make exports even 
more unremunciative than in normal 
times. Fiijally, the relatively easy for- 
(Mgn exchange situation has apparently 
f*ascd the pressure on the export front 
that existed only two years ago. 

Yet India can hardly afford to let up 
(Ui the expoit I rout. The export target of 
an annual 7 pei cent growth is likely to 
he missed — on present indications, by 
the whole 7 per cent! Traditional ex¬ 
ports still account for 70 per cent of 
total ‘exports and cotton textiles alone 
for about 8 per cent. 

Ckivernment’s policy towards exports 
— cotton textiles and others — remains 
ambivalent. In textiles, the C^overnment 
has been tardy in allowing modernisa¬ 
tion, in permitting manufacture of 
niaumaile fibres ami in controlling raw 
matciial (including manmade fibre) pri¬ 
ces, at least for exports. As for general 
exports, the emphasis is on crash pro¬ 
grammes (one may confidently await 
announcera<*iit of a crash programme for 
cotton textile exports now) rather than 
on a consistent programme which makes 
local selling, at least of consumer 
goods, less profitable than exports. 
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COTTON nia(]<‘ news last \\ct*k. It was 
not because piiei's ua^istired a liirtlier 
sizeable decline. Noi was it I)ecaiis(; (j 1 
the Korwajd MaiktTs (Joininissimi’s di- 
lective to luitluT cut shoit the lile of 
the iu)U'transler.ible spc'cific delivery 
contract to one jnonth. Cotton made 
new> inajnly bc'cMUse ol the leported 
proposal foi an additional iini)nrt (jiiota 
ol one; lakli bales against spt'cific con¬ 
tribution to election binds. Much as 
one would like not to believi' tlie story 
about the “<‘lcclion'’ <jiiota, press je- 
pf)rts could not be easily dismissed as 
wild jL^ossip. Jt was tlu' Indian Ccjtton 
Mills’ F(‘dei ation’s indiseieet letter to 
mills askin^^ thiMu to “get in touch" with 
theii jespeetive legional associations 
about the import (piota likely to be re- 
Ica.s(‘d which let the wild cat out of 
the bag. Nev«*r bedoie bad the Fech:- 
ratioii bci-n known to hav»‘ adopted 
such a procedure -- sounding mills in 
advance of the reh’ase of the ciuobi. 
Si.K htindied mills could not b(' expect¬ 
ed to keep the si'ciet, espc*cially when 
not all of them owe their allegiance to 
the niling party. Recinests for fund^ 
from business and industry bv politi¬ 
cal paities aie not uncommon. But to 
ask for lunds in retuin loi specific fa¬ 
vours is gioss abuse ot powei. lu au in- 
tervicAV to the Ecouoniir Timrs, Morai- 
ji Dosai stated that “mmislers are d('- 
Uiantlinu a cut on the value ot the li- 
cence that they may issm*”. But is one 
to believe that the rot has set in only 
after Desai’s exit from the CVutiiil 
Cabinet? 

As for market developments, the 
downward trend in cotton prices has 
gathered itimnentiini. Reports of slug¬ 
gish cloth offtake, easier tendency in the 
yam market and increas(‘d cotton arri¬ 
vals in some of the irnpoitant upcoiin- 
tr>' etintres liave accentuated the bearish 
t<*ndency. faedit curbs tf)o have played 
a part as holding/hoarding of stocks — 
cotton or cloth — has bc'come difficuit 
and expensive. The h'oivvard Markets 
Oaniuissiou’s lielated but welcome 
(decision rc'stru'ting the duration of tfie 
NTSD contiac't to om^ month has been 
anothiT bear factor. 

With last week’s decline, cotton pri¬ 
ces have come down by Bs 400 to Rs 
900 a candy from their January high 
levels. The shaij) break in prices has 
cxposkl the highly speculative naturt? of 


th(‘ boom which had carried pi ices to 
lauta‘'tic levels in Januaiy. Only glow¬ 
ers will leel iine.is> on account of the 
iail m pric" s .uul some of tliem have 
alirady started laising a hue and cry. 
But far Ironi being a matter of concern, 
tile decline m iirices should be welcom¬ 
ed It will piovide badly needed relief 
to the wiNikei imils in the industry and 
also facilitate the task of export promo¬ 
tion. It is to be hoped that the indnsUy 
will pa^s on the benefit of “cheapor" 
rotton lo tli<‘ h.nd-i)r<*ssed eonsniner of 
cloth. In vi(‘w of the fairly large airi¬ 
vals ol loieigii I'otlon against previous 
(piota^, cotton pines can bt‘ expect'd to 
coiitnme to show an easy tendency lor 
finite some time. 

Price Situation Needs 
Watching 

THt; oilsecfls market has continued to 
display an casitT tendency, with labi 
oilseeds — castoi, linsf^ed and mustard- 
sf ed ■— showing a pronounced weak¬ 
ness. The spot <inotati()iis for these oil¬ 
seeds and their oils have declined 
i.ithtu’ sbai])ly on prospects of improved 
siipidy with th(' progicss of the market¬ 
ing se.isfin m the weeks aht*ad. Castor 
oil (eommeicial) has lost about Rs 450 
a tonne ovei the week and linseed oil 
has liecorne cheaper by about Rs 200 
• a tonne. 'I he dedirie in castor oil pii- 
ccs despite faiily good business with 
Coinmnnist eountiies is attributable 
mainly to tlu* piessnre of neW' crop sup¬ 
plies. In view of the dovMiward trend 
in prices, indnstiial ronsiiniers have been 
inclined lo go slow' w'ith their purcha¬ 
ses, credit curbs also .sc^em to have af¬ 
fected the sizf of their op(‘iations. 

Cronndrnit oil pi ic es have held rela¬ 
tively steady, with the spot (]uotanon 
moving irregnlaily between R.s 4,100 
and Rs 4,200 a tonne. With the peak 
of the marketing season over, arrivals 
are gradually shiinking. In Saura.shtra, 
th(* biggt^st supply centre, ijuite a 
large number of oil mills are repoited 
to have either closed down or curtailed 
their working due to inadequate supply 
ol groundnut. On the other hand, va- 
naspatl manufaelurers continue to figure 
as persistent buyers. There have also 
been reports that Maharashtra Govern¬ 


ment is building a buffer stock of 
groundnut oil through the agency of the 
Gujarat Co-operative Marketing Society 

Prospects of any significant decline in 
groLindnul oil prices from the current 
levels are genc^rally discounted. The 
steadint'ss in gioundnut oil w'ill have its 
impact on the gimcTal bi^haviour of oil 
pn'ces. Fliscussions with market in¬ 

dicate tliat the curient phase is unlike- 
1> to last more than a few weeks. The 
bullish trend i.s expected to re-einerge 
after the elections to the Lok Sabha. 
The overall supply position is tar from 
bi'ing veiy satisfactory. The Govern¬ 
ment will need to keep a close w’atcb 
on th(‘ jirice situation in older to Ik" 
able to deal W'ith it effectively. 

Sitting It Out 

THE .stock market gave virtually a re¬ 
peat peilorinauce last week, the only 
diffeience being that its movement'^ 
were not as sw'ift as in the preceding 
week. It staged a further retreat but , 
moved at a slower pace. Sellers con- 
tiuued to dominate the scene but the 
iire.ssine was imieh lighter and it tend¬ 
ed to subside as prices drifted low'er. 
Selling pressure alcme w'ould not per¬ 
haps liavc caused equity prices to de¬ 
cline the way they did if fresh support 
had not been virtually absent. Bulls 
wisely preteri(*d to keep off the maik(*t 

The elections to FarliaiiuJiit are draw¬ 
ing near and their outcome is unpredict¬ 
able. One cannot bo loo sure whether 
the party vottal to power will have the 
clear majority nt^eessary lor the pursuit 
of a sufficiently dynamic policy to give 
a push lo the economic and industrial 
tempo. Domestic uncertainty apart, the 
deterioration in Indo-Pakistani relation.s 
is also a factor to reckon with and (he 
stock market is b'clmg much concerned 
over reports of mobilisation of Pakistani 
troops in the eastern sector. 

The recent decline in e(iuit>' prices 
has Imuight the marktft quite close to 
its Novemhoi-December lows. WhetJier 
it W'ill strike a new low, it Is difficult 
to predict. With corporate news conti¬ 
nuing to be fairly tmeouraging and good 
shares in short supply, bears are unlike- > 
ly to assume an aggressive posture. But 
bulls too are in no fighting mood. Ope^ 
rating w/ith borrowed funds has beewne 
expensive and economic indicators such 
as the rate of industrial growth, indus¬ 
trial relations, export performance and 
price trends, do not inspire optimism^ 
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Haiisavivek 


INDIAN OXYGEN, conscious of Gov- 
ermnent's new industrial policy '‘which 
is heavily biased inter alia against sub¬ 
sidiaries of foreign companies and com¬ 
panies which are ‘dominant undertak¬ 
ings' within the scope of The Monopo¬ 
lies and Restrictive Trade Practices Act, 
1969”, has prepared a comprehensive 
expansion plan for the next few years. 
The details have not been disclosed, but 
the chainnan, N Dandeker, told share¬ 
holders at their annual meeting that the 
plan envisaged diversification of the 
company's activities into areas not di- 
r<*ctly related to the existing manufac¬ 
turing fa<’ilities and products and that 
it sought to improve the supiily position 
of certain critical industrial raw male- 
rials, the shortages of which had been 
seriously affecting the country s indus¬ 
trial activities. The new projects, hr- 
added, would involve substantial addi¬ 
tional investment of capital and had 
Ireen selected after a careful assessment 
of the company's own resources as well 
as the available external assistance;. Se- 
veial earlier applications of the comp i- 
ny were pending with government b)i 
a long period and, (except for a lic‘enc<‘ 
to manufacture open arc continuous 
electrodes at the Anibattur factory, no 
proposal had been approved. 

Referring to research and develop¬ 
ment, Dandeker stated that the compa¬ 
ny's own technical centre in Calcutta 
continued the work of process and pro¬ 
duct development to suit to loeal con¬ 
ditions. Government had not yet ap¬ 
proved the company's application foi a 
joint research agreement with the parent 
British eompaiiy. The proposed agroe- 
ment would make available to lOL the 
full range of technical knowhow and 
expertise of the parent for a “nominal 
contribution towards the actual expen¬ 
ses they incur on research and deve¬ 
lopment”. lOL had applied to Govern¬ 
ment in December 1969 for c'onsent to 
issue bonus shares on a one-for-three 
basis. The matter is still under discus¬ 
sion with Government, particularly in 
..ji^gard to the additional guidelines for 
Ixmus issues announced after the sub¬ 
mission of the application. Consider¬ 
ing that Government might permit the 
company to capitalise a sum less than 
it ha<i originally prtii>o<«ed, the Board 
has obtain^ au^ity from the share¬ 
holder to mafe possible^ consequential 


adjustments in the propoitioii of thi; 
bonus issue. 

During' its Gfith year, ended August 
last, lOL had higla r sales and profits, 
with contiibiition fium m’aily all pio- 
ducts — particulaily iiidustiial oxygen. 
Successive increases in price of ealcium 
carbide impeded sales of dissolved ace¬ 
tylene in coinpt'titjon with olhei fuel 
gases. Expoit turnover exceeded the 
previous year's figiin^ 1)> 43 jxa' cent 
and covered nitrous oxide, argon, ;nul 
other iiidustiial gases, ilectrocb's, anaes¬ 
thetic apparatus, and inannal aic weld¬ 
ing electiodes. Employees' bonus for 
1968-69 was again payabb* only at tin* 
statutory miniinimi rale, but a settle¬ 
ment was signed eove-rhig an ad hoc 
payment of Rs 19 lakhs, sepaiate from 
bonus. Except for piolonged go-sknv at 
Asansol and Calcutta gas factories, no 
major disloealion ol W’t)ik occurred at 
the remaining units of tlu* eompauv 
The dividend, ineieasdl 1»> 2 per (c.il 
to 14 per cent, loiind a bettei eovei 
this lime. Some span- piodiiclion capa¬ 
city is still availabli* loi s< veial of the 
products. If oiieiations n main “more oi 
less iioimal” and demand maintains lt^ 
present trend, theie should be “satl'^- 
factory' working lesulis” dnii-ng the cur- 
lent year. 

UNITED Cy\RBON INDIA lompleted 
the first expansion from II) 30 million 
to lb 40 million ])i‘r annum last yeai, 
and is now seeking iii'imission for lur- 
iher inereasi' in eapaeits to lb 50 mil¬ 
lion. C H Bhabba, (hairrnan, <x])'‘cls 
bigger production of lyies and come 
cjiiently bigger (k inand for eaibon l)laik 
this year. He niges “(pnek and rea*- 
istie decision " bv llie anthorilit's on the 
cxnnpany’s application. UCj's total pro¬ 
duction increased only maiginally in 
1970, as the full effect ol the expanch d 
capacity was not very noticeable on ac¬ 
count of some tt'chnieal difrienlties. D( 
pile a 7 piT cent increase m sales, gross 
profit was 6 per cent lowei bi'eausi* law 
materials cost nion; and selling juiei's 
were kept unchanged. Ntd piofit was 
down by a third, owing to ( onsiderabh' 
increase in tlic tax liability. But divi¬ 
dend, .stepped up 5 points to 20 per 
cent (the whole of which is once' again 
exempt from tax) was still coven 'd vc'jy* 
well. Thct good piofitability and reser¬ 
ves position, built over just the 8 years 


of its career, has earned the corapan>^ 
a high lating in the market — the Rs 

100 share is quoted at around Rs 430. 
The chairman has reiterated the mana¬ 
gement's intention to “ensure reason^ 
able rewards to all our genuine inves¬ 
tors, depending on the working results 
of the company.” UCI has been em- 
joy ing a very comfortable licjuidity posi¬ 
tion. Dining 1970, it met all scheduled 
lepayinents of loans from the US AID 
and ledncf'd those loans from Rs ill 
lakhs to Rs 67 lakhs. At tJie same time*, 
slioit-tenn deposit acc-ounts were in¬ 
creased from Rs 140 lakhs to Rs 185 
lakhs, and loans of Rs 29 lakhs were 
given to iximpanies (guaranteed by 
liank;*). Considering that it is advan¬ 
tageous to the company to lend a part 
ot siirjdus and/or stand giiaiantee in 
respect of any loan granted to reputable 
eompani(‘s, a resolution is proposed lor 
shareholdeis’ approval at the forthcom¬ 
ing annual meeting. Ashok Desai has 
been appointed the first Inclian manag¬ 
ing dlrcLtor ol the company. 

('iH'lIlN HKFINERIES continues to 
face the power iJroblem. It experienc¬ 
ed 71 j)o\ve] dips and 29 complete 
powei failures during the year ended 
Augirst last, although attention of the 
authorities concc^ancd was draw’ll several 
tiiTK^s to the severe damage done to the 
I quipment by' such power failures and 
the conseiinent fi'rc hazards. The crude 
unit had to shut down for 35 days 
and 20 hours, of which difficulties in 
crude transportation accounted for 12 
days and 20 hours and repairs to an 
RC-1 tin bine and the naphtha reactor 
effluent trim cooler accounted for 16 
(lays. 'Ihe plant tests e()n(liicled on Ros- 
lam itikU' showed its nusuitability for 
being u‘fiiu'd in the pu si nt plant with¬ 
out modification. Th<' pi ice for crude 
oil pioi essed hy the refinery was reduced 
l)v another 6 cents to $1.28 per barrel 
fiom l'’el)Mi;uy 1970, in line with price 
rrdnetions elleeh^l in the supply of si¬ 
milar (Hide to the private sector refin- 
eiies in India. But this advantage was 
iKMitralised when prices for products 
based on the ri conimendalioMS of the 
Shantilal Shah Committee were notified 
liom June 1970. A contract was signed 
m Inly 1970 with 'Eolal International 

101 supply to the refinery of 50,000 bar- 
u'ls pi r day oi Light Iranian Agha Jari 
t riidt' at $ 1.26 i>er barrel for two years 
from October 11, 1970, as also for sup¬ 
ply of up to 11,000 barrels a day fmm 
May 1970 to October 1970. Total In-^ 
lernational served notice of an inma^ 
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in llu5 price of crude from November 
14, 1970, in view of the increase in tax 
rat<i imposed b'^ the oil producing coun¬ 
try, The price uKirease asked for was 
6.8 cents, appiuxirnately, per l^airel. 
Moreover, the recent agreement be¬ 
tween OPEC countries and W(‘stern oil 
coanpanies at Tt'heran will turther lilt 
the i)nce of crude. The company has 
selected EiigintM-rs India as contrac- 
toi lor the expansion project. Engin¬ 
eering d(‘signs au‘ being finalised tor 
obtaining clearances from C’.ovianment 
for import of (ssscntial efiuipm<*nt. In- 
digenons substitutes liavi' been found 
loi use as corrrision inbibitois. Total 
ciude imicessed during the >eai was 
2,446,456 tonnes, averaging 55TS‘3 bai- 
rels p(^r stream-day. Expoit.s amounted 
to 155,304 tonnes and felchod Rs 1.61 
crores. Total loan liability ol the com¬ 
pany at the year-end stood at Rs 12.95 
crijres, over 40.5 per eent of the initial 
loan hav^ing liei'ii paid back in four 
years of opeiatiLvu. While salt's at Rs 
37.42 crores were 5 iwr cent lowei com¬ 
pared to the i^revTOus year, gross profit 
lurrietl out to almost the same. 


EXCEL 1\Un!STRIKS is setting up a 
plant at Rhavnagar to proiiiice annually 
2,500 tonnes ot t'leinent.il phosphorous 


For which the country has hitherto de¬ 
pended on imports. The company has 
an industrial licence to manufacture 
5,000 tonnes per annum. The princi¬ 
pal law inatcrial, rock phosphate, is 
availablt' fiom Rajasthan. The total 
capital outlay on the pioject is estianat- 
ecl at Rs 160 lakhs, of which ' Rs 26 
lakhs hav(‘ already been spent by the 
company and another Rs 32 lakhs will 
come Jiom internal r(;sources. A fore¬ 
ign oiu encv’ loan of Rs 12 lakhs will 
im-ct the foreign e.xchange requiri*- 
lucnts ami bank boriowings ol Rs 40 
lakhs tb" working capital requirements. 
The balance ot Rs 50 lakhs is b(‘ing 
raised thioiigh a capital issue of eipiity 
shares of Rs 10 each at par. Of these 
sb<iM"s, 34,500 shales, it has been 
agieed, will be subsciibed lor by 
working dircctois and emplovci's, while 
the remaining 1,65,500 shares aie being 
offeretl to the piiblie. One-hall ol tlu* 
amount is leasable on application ai d 
the otbci ball on allotment. The sub- 
s-eription list will op<*n on Febiuaiy 24 
and elosi* on March 6, or earlier, but 
not before Febiuaiy 26. Reflecting 
enthusiastic investor lespoiise, the 
shaics aic alieady f'ominanding a sul)- 
stuiitial premium in uuolHcial deals in 
the stock market. The business was 
startl'd as a partnership Ann in 1041 


by latti C C Shroffi a not^ st^iehtlKt 
and chemical engineer. In 1964, Tatas 
and Fi.sons acc^uired irnancial intert^ 
in it and it was convex ted into a public 
company. At its two factories at 
Jogeshwari and Oshivara, the company 
manufactures a wide range of industrial 
and agricultural chemicals, which are us¬ 
ed as basic clx’snicals and intermediates 
in industry and as pesticides, fumi¬ 
gants, etc. The company's present range 
of products includes organo mercurials, 
rodciiticidcs, in.seeticidcs, fumigants, 
mcicuiy salts, copper salts, phoA^horons 
compounds, chlorinated paraffin wax, 
aluminium choloridc anhydrous, oxalic 
acid, liquid sulphur dioxide, etc. Excel 
has received repeated recognition for its 
self-reliance and innovation As far 
hack as in 1959, it was aide to provide 
technical knowhow to a company ni 
the UK foi‘ inanulaclure of certain 
chimiicals and it t'urned loyalties on 
that. The company has had a steady 
lecoril ol progress and growth. Over 
thi’ jiast G yc'ars ended September 1970, 
turnoviT has advanced from Rs 79 
lakhs to Rs 306 lakli.s, ami i^re-tax 
piofits from Rs 1 I lakhs to Rs 40 lakhs. 
Looking to the satisfactory growth 
prospects, a 10 per cwit distribution 
for the current year scems to be a 
distinct possibilitv. 


The Week’s Companies 


(Rs in Lakfis) 



Indian Oxvgcn 

Limited 

United Carbon India 
Limited 

Cochin 

Refineries 


Latest Year Last Ycai 
30-9-70 30-9-69 

Latest Year 
31-12-70 

Last Year 

31-12-69 

Latest Year Last Year 
31-8-70 31-8 69 

Paid-up capital 

462 

462 

155 

155 

700 

700 

Reserves 

564 

507 

226 

161 

659 

410 

Borrowings 

170 

247 ■ 

67 

no 

1295 

1490 

of which Term borrowings 

78 

156 

67 

no 

1295 

1490 

Gross fixed assets 

irm 

1.5.5 3 

351 

318 

2758 

269.5 

Net fixed assets 

627 

685 

175 

178 

2077 

2185 

Investments 

4 

4 

— 

.— 

2 

1 

Current liabilities 

360 

357 

82 

47 

728 

996 

Cuirent assets 

510 

451 

304 

251 

1237 

1304 

Stocks 

392 

336 

17 

19 

9 

23 

Book debts 

283 

293 

52 

42 

60 

01 

Net sales 

17.37 

1586 

381 

354 

3742 

.2950 

Other income 

12 

12 

7 

5 

.T3 

46 

Raw material costs 

638 

595 

116 

98 

2195 

2410 

Wages 

448 

390 

16 

14 

48 

47 

Interest 

20 

23 

6 

10 

83 

95 

Gross profit( + )/loss( —) 

274 

250 

171 

182 

421 

422 

Depreciation provision 

84 

98 

36 

34 

172 

174 

Tax provision 

114 

92 

53 

26 

— 

— 

Nct profit( -h )/loss( — ) 

76 

60 

82 

122 

249 

248 

Development rebate provision 

.3 

7 

7 

33 

117 - 

155 

Transfer to reserves 

8 


50 

66 

132 

— 

Dividend 

Amount 

65 

55 

31 

23 

130 

147 \ 
21 ^ 

Rate (per cent) 

14 

12 

20 

15 

18.6 

Cover (times) 

L12 

0.96 

2.61 

3.87 

1.02 

1.05 

Ratios (per cent) 

Gross profit/sales 

15.77 

15.76 

44.88 

51.41 

11.25 

10.08 

Net profit/capital employed 

0.35 

4.93 

18.30 

28.64 

9.38 - 

9.54 

Inventories/sales 

22.56 

22.18 

4.46 

5.36 

0.24 

0.58 

Wage.s/sales 

25.79 

24.59 

4.20 

3.05 

L28 

1.18 


460 



CAPITAL VIEW 


Under-Currents 

Romesh Thapar 


WE arc now entering the critical ijrc- 
election phase when a variety of fni- 
strated oi demoralised elements begin 
to play with the idea that it is possible 
to foster situations in the country which 
would compel postponement of tlie 
election. Indeed, major newspapers in 
the Capital have published speculative 
stones of such a possibility. No facts 
are given. The reader is made to feel 
that something is brewing. This rather 
obviously subliminal **rex>onage’* is 
e\peet(*d to prepare the people fur 
upsets. 

Interestingly enougli, the first dose 
of the medicine was adininistiired dur¬ 
ing the exciteinimt generated by the hi¬ 
jacking t)f an FA plane and its destiiie- 
tion ill Pakistan (now further einbroid- 
'•red by Sheikh Al>dullah!). Commu¬ 
nal collisions were sought to be orga¬ 
nised. Apparently, Gujarat was to 

spark th<* escalation. iTie naive and 
excitable staff of All-India Radio, only 
too conscious of weak leadership, 

allowed this major communication 
facility to over-react ’ in news broad- 
cu'^ts and related programmes. Actually, 
pleas for a graduated, measured, step- 
by-step retaliation against Pakistan 

were permitted. 


leiitly arrived. 

Other disturbers of the peace, senas 
of dubious character, built up cynically 
by political puities to destroy or neutra¬ 
lise opponents, have turned against 
their sponsors. In Bombay, subjected 
for some time to such organi.s'ations' and 
leminded daily ol them by the ugly 
scribbles on the walls of the city 
which no one has dared to obliterate, 
the pattern of votiiig will tell us what 
the future holds for India's second 
city. Calcutta under the Naxals. 
Bomlja> undei the Shiv Sena. This 
cannot be if India is to break the en¬ 
circlement of violence, terrorism and 
tc^ar generated by extremist Rightist 
and Leftist forces. 

Even as the assessment that Indira 
Candhi will gain a comfortable (300 
plus) majority gains wider acceptance, 
the desire to somehow disrupt the elec¬ 
tion in this or that region grows apace. 
Even elements in the mling Congress 
party are not averse to placing some 
kind of a role in averting a landslide. 
They' sec a possibility of Indira Gandhi 
‘cleansing the stables’ and attempting u 
basic refonn of the party’s structure 
and functfoning. Marginal results arc 


more to the liking ol those skilled in 
manipulative operiftions. Significantly, 
in this context, the CPI, the DMK and 
other such groups are also hoping for 
a marginal result 1 

The attempt to disiupt and confuse 
the electorate, it is calculated, could 
provide a 200-miniis result This 
would really put the fat in the fire. 
The instability would be heightened 
by a ctimpetition in radical or nationa¬ 
listic slogan-anongering. Ultimately, 
strong-arm rule would have to be re¬ 
sulted to. Reports coming into the 
Capital suggest that the electorate is 
l)cginning to understand the critical 
iactor in the pres<‘nl election. If this 
is happening, then Indira Gandhi is 
winning all along the line. The. can- 
<lidate.s don't matter . . . 

It is to be hoped that these under¬ 
currents are being kept in focus and 
that the administration at the Centre 
and in the States is sufficitmtly flexible 
to be able to deal with any situation 
W'ithout an escalation in violence and 
tension. So far the rt^eord is good. 
Even the i^eifonnance of the police in 
front of the Pakistan High Commission, 
despite high provocation, was a model 
worthy of eniulalion elsewhere. 

Anothei three weeks, and the w^aiting 
will be over. Thri^' crucial wrecks for 
the future . . . 

Febiuary 15 


LETTERS TO EDITOR 

Socialistic Cancer 


Fortunately, the almost incendiary 
role of the AIR (which, iacidentally, 
needs to be prolx*d) did not have the 
kind oF effect its sponsors intendeil. 
Apart from electioneering activists, the 
ptiople as" such refused to be side¬ 

tracked. Ft can Ijc said that already 
the hijacking is a dead issue — and 
without any real effort by the ruling 
Congress paity. This is a sign of 
health, but it should not lull us into 
complacency. . 

If Jan Sanghi communalism is as yet 
unable to disturb the possibility of a 

peaceful poll, what of Naxalite violence 
in Bengal? ^ The dreary reportage 
of attacks ancKkillings every day is not 
a fair reflection of what is happening. 
A certain electibheoring nomiality is 
at last returning. To ensipre that this 
lirocess fs not (hwarted, the army has 
moved in as a supptnt to a free ahd 
peaceful vote. It remains to be seen 

whether the Indd decision to send in 

the army pays dividends. The argu¬ 
ment in Delhi is thi^it terrorwni has to 
ba chalWigeil at a specially sele^cted 
moment — and this moment has appa- 


YOU are (luite light to eritici.se the 
“tyranny of terms like ‘piodiictive in¬ 
vestment’ and ‘social welfare’ ” (‘Enough 
of This Planning’, Annual Number, 
jamiaiy 1971, p 170). It is a fact that 
in the name of piishiiig up investment 
we have tolerated, indited encouragtxl, 
the production of a wide variety of 
goods which w'c would have been bel¬ 
ter off without, just as in the name of 
(Micoiii aging small-scale industry and 
the small enlre])rnieur we have subsi¬ 
dised (throiigli (‘specially low' inteiest 
intes, supply of scarce raw materials, 
etc) the production of goods which 
should have been left unpn)duc«d, whe¬ 
ther by ainull oi large mdustty*. 

A truly ridiculous instance of this 
kiad of mindless action is the Reported 
decision the Tamil Nadu GovernmejH 
to set up a govcrnment-ovvpetl cfgiwreklis 


factory in tlie State. We have for long 
been hearing of the need to encourage 
small units and new eiitr<‘pirneurs in 
the cigaiette industry. And some time 
back one of the two biggest cigaiette 
maiuilaetuii'is Fiad bet'ii carrying on a 
piopaganrla campaign asking foi pre¬ 
ferential treatment in the matter of ex¬ 
pansion of capacity on the ground that 
it is a wholly Indian-owned company 
as against its fon?igii-owned competitor. 
As if smallness or Indianness was all 
that mattered! Now the Tamil Nadu 
Government has evidently decided to go 
one bettt'r. What could be more laud¬ 
able than the public sector itself enter¬ 
ing the eigarett(‘ indusliy. Aecxirdingly, 
the Tamil Nadu Jndustiial Develop¬ 
ment Corporation has sought and se¬ 
cured. a Letter of Intent from tl^i Cen¬ 
tral Government for setting up V’ 
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ifttf unit with an <nnnal pioduiliun 

capacity ot 7,000 million t*Hes. 

Two ar^juincnts have* lichen nst cl to 
siippoit the Tamil Nadu Ciovrmimnt's 
decision, h’irst, it has Ix'cn jjomtrd out 
that Tamil Nadu is oju* ol the 
cigarctto-coiiMimnii^ States and \<'t it 

has no piodiK'tio'n unit located in the' 
State. Ifcic we havi’ inipoit snhslitn- 
tion with a vengeance, from a Iciti'isir 
and a cement unit in I’veiy State to a 
cigarette plant in cveiy State. U dues 
not seem to have oecuiied to the Tamil 
Nadu Government that it the State is 
indeed one* ol the laigt sl emisumers of 
cigarettes then the logical thing to do 
would be to step nj) government outlay 
on camcei detection and tiealmc'iit. 

Second, it has becni aigned that whe¬ 
ther the Stat(‘ Goveininent sc'ts ni) a 
eigan tle nmt oi not, cig.iulte ]noduc- 
tion and eonsnmplion will go np any¬ 
way. So «ill th.it is sought to 1)(‘ done* 
is to divert a pait of llic eaiiaeity which 
W'oiild iioimally have; eom<* nji in the 
private* scetoi into the imblie sector. 
Tliis is a silly argnim’iil. in the fust 
place, the Government has amiile 
poweis at its disiiosal to put a total ban 
on e\pa*n.sion of eigaiette-making capa¬ 
city jf it wants to, so the *eithei/oi’ 
(piestioii doesn’t arise. Seeoncl, like in 
the c'ase of a nuinlxT of items ol non- 
essential eoTisiimptioji, laigei j)ioduetion 
ol cigarettes is liound to lx* accompani¬ 
ed by effc^rts by the prodncfis to tout* 
the pace ol rise in eonsmmption Soon, 
no doubt, w'C' will have the Tamil Nadu 
Government joiiimg llif* lieici* adv(*rtising 
campaigns to coax babrs-m aims to shut 
a not-.so-long (smei* cancel kills, nnloi- 
tiiriQtely) affair with its own biaiuU of 
cigarettes! 

S \' Cinxiu 

Madras 
February 15 


Small vs Big 


IN your eoinnumt “Small vs Hig, Not 
the Issue” (February b, 1971. j) 408), 
you argiif’ that in the phai imu euta .e 
indu.stry it does not mattei whelhei 
expansion o! production (cniies abimt 
at the hands of big or small nm'Is or 
foreign-eontiolh'd oi Indiaii units. The 
matte*! IS not so simpli*, howev(‘r. Fiist, 
if wc* allow a lice mn to the forcMgn- 
c'oiitroHed companies, we will, among 
oth r things, t*n(l up by producing a 
large number of items wliic li tire i>arent 
companies abroad make but which an' 
ol no value to India. VVe already have 
eiiongh instances of so-eallcd pharma¬ 
ceutical companies branching off into 
cosmetics, chew'ing gum and worthless 

m 


throat pastilles. Second, the larger 
milts in th(‘ phainiaceutjoal industry, 
especially tin* loreigti-doniinatcd ones, 
I njoy ailvantages which have nothing 
to do with tlie (piality of their products 
bill winch s]niiig bom their overpower¬ 
ing coiporale and liriind images and 
llieii ability lo lay out vast sums on 
piodnet piomotion and to sell an entire 
lange ot pioiluets as a pac'kagt', tyitig 
11 ]) slow-moving items to popular pro¬ 


ducts. Most important, small units tue 
often at the mercy of the larger luiits 
which produce the bulk drugs and 
which they can, and sometimes do, 
withhold from the small units on one 
pretext or the other, especially when 
one of their ow^n lorniulations is 
ihreatened by u product of a small unit. 

R Modi 

Bombay 
February 14 


Chanties ar^, the tea 
you haa this morning 
grew on LlC money. 



Lie Invcttt your prenUnm mimcy In a 
wide •pectrom of economic acUviur all over 
the county. Plantatione aeeiiift pne. 

Lie has invested over Rs. 2.82 crores ia them. The 
premiums you pay help LIC invest in the country's 
development programmes—in heavy industry,small- 
scale industry, consumer goods, banking, transport., 
Total LIC investments as at March 31, 1970, were 
well over Rs. 1528.66 crores. A figure that grows 
every year. 

LIC provides more than security. It contributes to 
your welfare and to the welfare of the nation. UC 
is the largest single investor in India. 

Some tmrcstnients at a glance: 



Rs. in crores 
285.67 
215.73 


LlC-)ri»iir 


Housing Schemes 
Electricity 
Water Supply and 
Drainage 28.49 

Engineering 43.25 

Cotton TextilM A Jute 30.74 
Ironend^oel . M2.35 













































































































FROM OUR CORRESPONDEjm 


NEW DELHI 

Shortage of Wagons or Traffic? 


THE recent strike in the Dhanhad divi¬ 
sion of Eastern Railway, which resulted 
in the cancellation of a number of 
trains and dislocation of coal supplies 
to .some parts of the country, brought 
to attention a diHjper malaise afflicting 
the transportation of coal and the 
working of the coal industry for quite 
^onie time. A near-crisis already exist¬ 
ed in the country's main coal belt in 
Bihar and West Bengal before the 
striki', mainly on account of the short¬ 
age ol railway transpoit. The strike in 
the Dhanbad division merely aggravated 
the situation. 

Pithead stocks ol coal in the Bihar- 
West Bengal coalfields are reported to 
have been more than 7 million tonnes 
even before the strike. This was far 
in excess of the industry's capacity. 
Aiul during the suinint i months such 
^iccuinulatioii of ' stocks at pitheads 
would result in laige-scale fires break¬ 
ing out. 7 he stocks are slated to have 
mounted to 9 tnillion tonnes as a result 
of the strike. Accoiding to the coal 
industry, during the ne.xt three to four 
months a thousand extra wagons a day, 
in addition to the niiitiber made avail¬ 
able for moving coal in the past few 
months, would 1^* necessary to clear 
the collieries' accumulated stocks. 

GhIAI IhlOSPECT 

While the transport bottleneck threa¬ 
tens a whole range of industrial acti¬ 
vity dependent on use of coal, the coal 
industry is faced with the prospect of 
closures, lay-offs and, as a consequence, 
labour tiouble. Somc^ collieries have 
already been forced to go slow. Coal 
production in the current financial year 
is likely to be less than the 80 million 
tonnes achieved last year. The short- 
lall may be as much as 4 million ton¬ 
nes. The National Coal Development 
Corporation in the public sector is re¬ 
ported to be planning an output of 
less than 14 million tonnes against its 
.target of 15 million tonnes for the 
year. The Coal Contrdler's estimate 
is reported to be that total production 
if* 1970-71 may be belgw 75 million 
totines. Production till the end of 
October was 63.3 million tonnes which 
wfts, sdxHit 3 million tonnes lower than 
the'output during the corresponding 
period of 1969-70. 


Against the coal industry’s demand 
for allotment of 1,000 extra wagons 
per day to clear stocks, the availability 
of railw'ay wagons is reported to be 
short of (wen the normal requirements 
by 400 to 500 wagons. During his 
visit to Dhanbad in last December, the 
Union Railway Minister, G L Nanda. 
had promised the coal industry that 
there would be an immediate increase 
of 700 wagons per day for coal move¬ 
ment. But the supply position of 
wagons, w'hich had deteriorated sharply 
after scattered strikes in South- 

Eastern and Eastern Railways in August 
and September, failed to show any 
improvement. Now it has been again 
seriously hit by the latest strike. 

The Railway administration has 
H^ady-inade explanations for this un¬ 
satisfactory state of affairs. The main 
reason advanced is, of course, frequent 
wild-cat strikes by carriage and wagon 
staff. However, this explanation can 
hardly be accepted as sufficient. After 
all, the Railway administration should 
held responsible for failing to main¬ 
tain good industrial relations. The 
J^hanbad strike has highlighted tjie lack 
of an imaginative and responsible ap¬ 
proach to industrial relations on tlu^ 
part of th«i Railway administration. 

High and M|ghtv Posivre 

III the (ace of the strike, the Railway 
Boartl resorted to the rough tactic of 
invoking the Essential Services Main¬ 
tenance Act and prohibiting strikes in 
the entire Eastern Railway. This did 
not make much impression on the 
workers. The Railway Minister, busy 
electioneering in his constituency, paid 
a hurried visit to the Railway Board 
office in the capital where he was 
briefed by the officials on the strike 
situation. He then appealed to the 
two officially recognised all-India fede¬ 
rations of railwaymen to help call off 
the strike and went back to his con¬ 
stituency. 

Meanwhile, conflicting reasons were 
advanced for the strike. In the first 
announcement, the strike was attributed 
to a petty quarrel, arising out of the 
allegation that the wife of a cabinman 
had been beaten by a havaldar of the 
Railway Protection Force. Later, the 
Chairman of the Railway Board told a 
spei^ailv called press conference that 


the strike was a planned action by 
*'anti-national elements” whom he did 
not like to specify. But he obliquely 
suggested that these elements belonged 
,to the CPI(M) — in a rather crude 
attempt to win sympathy by attributing 
political motives to the work stoppage 
which the Railway administration had 
done nothing to prevent. The chair¬ 
man of the Railway Board was obliged 
to admit that the general manager of 
the Eastern Railway had not even cared 
to visit the affected area. He even 
maintained that this was not necessary. 
Naturally, this kind of a hisd^ and 
mighty attitude does not make for 
smooth industrial relations. 

HSL’s Complaint 

Besides labour trouble, other stock 
explanations of the Railway administra¬ 
tion for its failure to maintain smooth 
movement of goods, specially in the 
Eastern region, arc theft of overhead 
copper electric w'ires and slow tum- 
aioiuid of w^agons, particularly in die 
Calcutta industrial belt. Also, tiiere are 
complaints of shortage of four-wheeler 
wagons, which most of the small oon- 
suincis depend on for getting their coal 
requirc-ments, in preference to the 

larger box wagons which Railwa5rs like 
to offer. None of these explanations, 
however, changes the fact that the coal 
industry is facing very serious difficul- 
ti(^s on account, principally, of the 

transiKirt Ixittleneck. 

The transport bottleneck is not 

aflecting the coal industry alone. At 

a recent meeting in the Planning Com¬ 
mission, at which the annual plan of 
Hindustan Sle<;l w^as gone over, the 
JISL management made much of the 
prohlems of movement of raw materials 
and finished goods because of Railways* 
inability to supply wagons in time. The 
IISL chaiiman pointed out that the 
pioduction assumptions of HSL rested 
vci) much on movement facilities made 
available by the Railways which, he 
atlclcil, were not always able to provide 
the necessary transport capacity in 
acc-ordancc with the requirements Ot 
the steel plants. 

This came as a surprise to the Plan¬ 
ning Commission. In the light of its 
ov\'n discussions with tiie Railways it 
had come to the conclusion that the 
Railways* Fourth Plan would have to be 
slashed as the build-up of Railway 
caiTying capacity as envisaged in the 
Plan was proving to be in excess of 
transport requirements, largely on 
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account of the shortfall in tho steel 
prograimTie. The Railways had moved 
200 million tonnes of goods traffic 
during 1969-70 and a target of 211 
million tonnes had ht;eii fixi^d for tlic 
current financial >ear. However, based 
on the latest estimates. Railways would 
Ims moving only about 200 million ton¬ 
nes (luring the year. This should nor¬ 
mally meiin that the Railways arc not 
lucking in capacity. Here is a clear 
case of the Jack of co-ordination and 
even coiiiiriiiiiieatioii which bedevils 
our planning at the implementation 


TAMIL NADU 


stage. The Planning Commission now 
proposes to have; the representatives of 
the HSL together with tho Railways 
and others to review the transportatiot) 
problem. 

The question ol movement of steel 
by the Railways is also under examina¬ 
tion at the level of the Committee of 
Secretaries. It has been decided that 
th(‘ Chainnan of the Railway Roard 
should prepare a pap<u- on the move- 
incuit ot steel in consultation with the 
Ministry of Steel and Heavy Engineer¬ 
ing (or the Goiuinittee to consider. 


vulnerable spot. In office, the party 
has been trying, without marked suc¬ 
cess, to strike a balance between living 
up to its professed atheism and living 
down its original, radical associations. 
The attempt to impose an atmosphere of 
secularism in public life by banning 
the display of holy pictures in Govern¬ 
ment offices had to be abandoned. The 
bid to make the office of priesthood 
open to all has bet*n stalled by re«X)urse 
to lau. With elections nearing, Karu- 
nanidhi has been recounting to his 
audienetjs the good work his Govern¬ 
ment has (lonf^ in various ttmiples in 
lh<^ State. He has found it necessary, 
too, to point out the trust and reliance 
he plac(‘s on certain Brahmin officers 
in the State administration! 

iNsiANi Success 


Perils of Superstition 


THE mills ot God in Tamil Nadu have 
been piovided with unexpected grist — 
and they seem to be working over-time, 
grinding not only with reanaikable 
speed but with an exceedingly fine 
senses ot timing as well. For the ruling 
party, the problem ot convincing a 
.staunch Hindu electoiate that its 
atheism is of a benign brand is now 
conqxmncled witli the issues of freedom 
of expression and upression of the 
Press, 

UECUiERA I r, Vui.CAKIl Y 

The affair, which has attracted nation¬ 
wide attention, began on January 24 
when the in t‘pressible E V Raniasw^ami 
Naickei and his Dravida Kazhagam 
followers convt'iied what was called a 
‘'Supei'stitinn Eradication Conteren(;e’'. 
The; conlercncc was not just a g('t- 
together of like-minded ladicals or a 
s<'mfnar for the (exchange of views on 
how best to counter superstition. As 
might havti been (\xpected — and in¬ 
deed as was know'n to distiict authori¬ 
ties in advance; — it plumped h(;avily 
for visual effect, ol a characteristically 
crude vaiiety. The coiif<‘rcnce look out 
a proc‘essiou which had blasphemy as 
its theme. This includi'd “worship” of 
figures of Gods with chappals and 
tableau.x depicting mythological .sc<mcs 
presented with deliberate vulgarity. 

Strange as it might .M*ein, no incident 
took place during the iirocession — 
perhaps because the organi.scrs brand¬ 
ished w€*apons to keep objectors at bay 
or pel haps because of the presence of 
protective police. At any rate all that 
followcal was a wave of prote.st which 
Kaiunanidhi met with his now tami- 
Har this-is-nothing-new-and-has-happen- 


cvl-belore approach, p'or had not the 
sanu; DK taken out a somewhat simi¬ 
lar piocessiou on the eve of the 1967 
elections? And had not the then Gov¬ 
ernment turned a blind eye and a deaf 
ear to it because of its then electoral 
alliance with the Dravida Kazhagam? 
There is, hov^(!veJ•, a slight difference 
l>etv\(^en the 1967 Dravida Kazhagam 
piocessiou and this one. The former, 
at Kumbakonani, affected tht-. Brahmin 
cominuiiily in particular and tho Con¬ 
gress (Legislatuie) candidate from the 
eonstihieno' was quick to go round 
w ith his personal < vplanation and apo¬ 
logies. (He was elected tool) The 
Salem piocessiou has seemingly shocked 
.a wider public and more deeply. 

Vur.NKHAiu.E Spot 

All the same, the affair would have 
blown over and been larg(;Iy forgotten 
l)v March but for a .single d(welopineiit. 
A popular Tamil magazine, Tughlak, 
published some photographs of the pro- 
c<’ssion. I'he State Government which 
had allowed the substance to pass liore 
down on the shadow by promptly .seiz¬ 
ing all copies of this parh'ciilar issue of 
the magazine and also registering a case, 
against its editor. And so the “Salem 
Incident” has . come to life again, 
more than thrw weeks after the actual 
e vent — and with less than two weeks 
to go lor polling day. Understandably, 
the opposition is exploiting the situation 
to the fullest. Most ominous for tho 
ruling party, perhaps, is the extent to 
which tin’s has agitated students — 
alw'ays Tamil Nadu's crucial ginger 
group. 

Anything connected with religion, ol 
coursc,^ puts the DMK in a particularly 


What makes the SaUun-Tug/i/nk inci¬ 
dent a particularly uncomfortable one 
for the DMK is the nature of the 
journal and the personaliK' of its edi¬ 
tor, who is better known by his sobri¬ 
quet ‘Cho*. Cho came into prominence 
through his’ plays', w^hich arc of a .spt;- 
cial type. For w4iat lie w'rites, directs! 
stages and acts in au* not plays* in a 
formal sense but rath<;r socio-political 
parod> and satire. Cho himself is non- 
political, in the seii.se that Ik; lavouis 
no particular party; if he can be classi¬ 
fied at all, it is only as ‘anti-establish¬ 
ment’. ITie vivid topicality of his dia¬ 
logue, the .sharpne.ss of his humour 
and, above all, his particular brand of 
irreverance have proved vastly popular 
and his ‘plays’ have been repeatedly 
staged to crowded houses. Just over 
a year ago, Cho turned to journalism 
with instant success. His Tughlak 
(named after one of his most successful 
plays) has a circulation of about a lakh 
and a half. It is a humour magazine, 
leaning heavily towards political satire. 
Then^ is nothing (jf yellow journalism 
about Tughlak, which makes the 
chargc.s of obscenity again.st it all the 
more ironic. It dot*s seem that in 
recent months Cho has developed into 
a major thorn in Kaningnidhi's side. 
His attack on the DMK is through the 
very same media which that party has 
used .so effectively — the stage and the*' 
Pre^s. Tiue, Cho's appeal is moie 
restricted that that of the DMK. His 
humour is appreciated principally by 
the urban, educated middle class. But 
perhaps his audience will now grow 
further — thanks to the Chief Minister 
uud his erstwhile met^r. 
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ftem Caste to Oass in Maharashtra 

G P Deshpande 


TUfe Congress in Maharashtra is a re¬ 
markably strong and healthy organisa¬ 
tion. One is struck by the almost 
monolithic unity of the MPCC and the 
continuity of its leadership. The 
Chavan-Naik-Patil troika of the MPCC 
seems to be doing very well. A few 
discordant voices are occasionally 
heard, only to be silenced before long. 
The split in the National Congress in 
1969 did catch the MPCC unawares, 
as it were, but it did not break it. 
Although it voted for Sanjiva Reddy 
lor the presidency, it soon made up its 
mind and decided to throw in its lot 
witli Jagjivan Ram’s Congicss. It is a 
measuie of the solidarity of the MPCC^ 
that Nijalingappa’s Congit'ss had to 
fall back on such leaders as Naik- 
Nimbalkai who had ijuarri'lled with the 
MPCC way back in 1966 and had siil- 
fered foi it. The MPCC further 
ilemonstratcd its strength and unity in 
a camp it organise<l in Rornba>’. The 
camp e.xpressed MPCC’s full support to 
Indira Gandhi’s socialism, ol course, as 
interpieted by Chavan, Naik and 
Vasantrao Paid. 

Flarliei, the 1967 elections had 
shown that whiMeas the elections might 
have upset man>' an applecart in 
almost <*ver> pait of India, the MPCC's 
strmrghold was, safe and secure. It 
won 65 out of the 40 seats to the I-ok 
Sahha. (Maharashtra has 45 scats in the 
Lok ,Sabha, hut 5 seats are from the 
city of Bombay which has a separat<* 
Pradesh Congress.) In short, the gene¬ 
ral anti-Congress tide in the rest of the 
country was not very much in evid¬ 
ence in niral Maharashtra. The 
Chavan-Naik-Patil leadership of the 
MPCC had every reason for satisfaction 
at its performance. 

Rich and Middle Peasants 

Y B Chavan’s leadersliip of the 
MPCC is unchallenged. D S Desai’.s 
resignation from the State cabinet last 
year turned out to be a damp squib. 
That ageing radicaU Tulsidas Jadhav 
tried to make a few discordant noises 
-in the Bombay camp of the MPCC but 
was promptly shouted^ down. Khadil- 
kar another dissenter in Bombay> met 
with a similar response. Mohite, a 
ybUPg and promising member of the 
Stete cabinet, tried his hand at a few 
con|V6V€frsial slogans and even hinted 
the revival of the old Brahmin-non- 


Brahmin feud. Ho was applauded 
wherever necessary. Brahmin intellec¬ 
tuals of Bombay and Poona got a little 
alanned, wroti* a few letters to editor.s 
of newspapers who, in turn, churned 
out a few disapproving comments and 
that was the end of it. 

It is thus evident that a major factor 
in Maharashtra’s politics today is the 
strength and \inity of the MPCC. It 
does not help tu attribute this to a 
single personality or u group of lead¬ 
ers. This leadersliip has not only sur¬ 
vived but continued to prosper not 
merely because of the dynamism and 
popularity of ririe leader or two. The 
MPCC ovei tlie years has become the 
toriiin of the rich and middle peasants' 
of Maharashtra. Tht*s(' peasant-pro¬ 
prietors are now, thanks to the MPCC, 
e.Ktreniely well organised. They defend 
and articulate their class-interests 
through the foiuin of the MPCC. The 
peasant-proprietor of Maharashtra ha.s 
realised that his best chancr* lies in 
unity and organisation. The MPCC 
is his organisation and the unity ol the 
rich and middle peasants is his i(l<*o- 
logy. 

It may secan paiadoxical but it is 
true that becau.se oi tlie MPCC, Maha¬ 
rashtra politics, which in the early years 
after Independence, had a strong 
caste-bias, docs not any longcT depend 
on caste. This is not to say that 
Maratha dominance is at an end but 
rather that politic'S have now become 
clearly inteiest-orientcd. The only 


organised section of society is that of 
the rich and middle peasants. So th^ 
dominate the State’s politics. It is as 
simple as that. The MPCC represents 
them and so it is the dominant party. 
Caste may occasionally be a useful 
rallying iK)int but is clearly no longer 
necessary. Those who are organised can 
dictate the terms. You win or lose an 
election not because you do or do not 
belong to the right caste but because 
you have or have not the support of 
the organised rich and middle-pea¬ 
sants. 

PWP’.s Deci.ine 

This is imi>ortant to note, for It eac- 
plains the decline of the main opposi¬ 
tion party in Mahara.shtra — the Pea¬ 
sants anti Workers’ Party. THts party 
had, and uintinues to have, a strmig 
anti-Brahmin bias. Somebody describ¬ 
ed the declining fortunes of the PWP 
very aptly thus: PWP is Maharashtra’s 
DMK except that its Annadurai is in 
the Congress. But then this is only a 
part of the story. The anti-Biahmhi 
movement once had a definite social 
(onlent. It had a rich tradition of over 
a century. Starting with Jotirao 
Phule, Shalni Mahariij and Bhaskarrao 
ladhav early in this century, it attained 
a definite status. But while it did so, 
it broke into two clearly discernible 
!streAms. One was that of the rich 
Maratha aristocracy trying to fight 
Brahmin donimanee and the other that 
of the poorer sections of non-Brahmin 
society trying to have a say in Maha¬ 
rashtra’s socio-political life. It is clear 
that there is an inherent contradiction 
between the two. The Maharashtra 


SUBSCRIPTION RATES 



Inland 

Foreign 




(Surface 

Mail) 


Six .months 

Rs 32 




One year 

Rs 60 

Rs 75, 

S 10.00, 

£ 4.25 

Two years 

Rs no 

Rs 140, 

S 18.75, 

£ 7.75 

Three years 

Rs 160 

Rs 205, 

S 27.50, 

£ 11.50 


Foreign Air Mail Rates on Inttuiry 

Concessional Rates for Students, Teachers and Researchers 

Six months Rs 13 One year Rs 25 

Two years Rs 45 Three years Rs 65 

Concessional Rates Are Not ApplicaUe to Institatloiis 


485 




Febniaiy 20, 1071 


Congress leadership opted for the 
fomicr and gradually transfonned caste 
interests into class interests. The 
PWP, however, has never been able to 
resolve this contradiction. Thus it 
derives its support from a broad spect¬ 
rum of non-Brahmin, or rather, Maratha 
^ population. This support, naturally. Is 
Very varied. It may comprise of the 
Maratha aristocracy and intelligentsia 
of Kolhapur (a PWP stronghold) or 
may include lower middle class and 
poor Maratha peasants of Tliana and 
Colaba districts. If we were to judge 
by its manifesto, the PWP is certainly 
a Left Party ■— very much to the Left 
of the centie. On the other hand, if 
we were to judge by the support it 
draws, then its Left stance turns out 
to be quite vague and general. It 
means many things to many people. 
The lack of ideological clarity has 
tliinned the ranks of the PWP over 
the years. Its founder-members like 
the late More, the late Jedhe and R K 
Khadilkar soon joined the Congress. 
Madhavrao Bagal, a spokesman of the 
Kolhapur Maratha aristocracy, also 
made up his quarrel with the Congress. 

As lor the other opposition groups, 
there is the rather facile generalisation 
that the opposition parties in Mahara- 
.shtra have failed to make any impact 
because they have a predominantly 
Brahmin leadership. As w^e have said 
above, this caste-equation is not entirely 
valid in today's Maharashtra. The 
reasons must be sought elsewhere. The 
opposition in Maharashtra have, 

by and large, an urban base and an 
urban outlook. Tlie lower middle and 
poor peasant still remains outside their 
purview. They fight their little quar¬ 
rels in Bombay and Poona. The white- 
collared urban profcs.vponals gather ai 
the Jan Sangh meetings. Having thus 
paid their tribute to “Bharatiya Rasb- 
travada", they crowd at Thackeray's 
meetings to reassert their “nationalist 
provincialism". The socialists and the 
communists are fighting a losing battle 
against the Shiv Sena in Bombay. They 
have no doubt created a few pockets 
of influence and support in the hinter¬ 
land of Maharashtra, particularly in the 
Marathawada area. The CPM has 
a small base in parts of Thana district. 
But this is only a beginning, if at all. 

Newspaper Chain 

Another factor which die Congress 
has in its favour is a chain of news¬ 
papers which arc favourably disposed 
to it. Apart from an official paper 
from Poona, it can always depend on 
a number of district papers which 
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try scrupulously to l>e on the right side 
of the MPCC. This chain of district 
papers is important in view of the 
liigh literacy in Maharashtra. There 
arc* many regional papers which sell 
above 50,000 copies per day. Most of 
them may not be openly pro-MPCC 
but generally serve as the vehicles of 
the rich-peasant-upper middle class 
thinking. Other parties do not (or can¬ 
not) communicate to the people at this 
level and on this scale. As a consequ¬ 
ence, a lower middle class man or a 
IKx;r peasant who can read Marathi 
(and there are many such) is reached 
only by the MPCC. The rest of the 

Drift in 


parties (with the exception vOf the Jan 
Sangh and the Shiv Sena) have yet to 
see the importance of the printed word. 
No wonder MPCC politicians have re¬ 
tained their credibility still. The 
chances are that the 1971 elections will 
once again confirm that those who 
organise and communicate carry the 
day. The rich pea.sant of Maharashtra 
has seen this better than anybody else. 
The MPCC speaks witli his voice and 
the rest of the population is still (inarti¬ 
culate. It may not remain so for long. 
But, surely, alliances and electoral 
understandings will not make him 
articulate. 

Kashmir 


Balraj Puri 


THE hijacking of the Indian Airlines 
plane from Kashmir dramatised a 
change that had already taken place in 
the political situation in the State. 
Discontent in Kashmir is no more ex¬ 
clusively led by Kashmiri nationalists 
committed to non-violent and constitu¬ 
tional means. The new generation of 
malcontents is obviously less committed 
to the values of the freedom movement 
and comparatively more responsive to 
inspiration from across the border in 
opting for violent and adventurist 
courses. The clash between the de¬ 
mands of Kashmui nationalism and 
those of Indian nationalism is gradually 
giving way to direct confrontation bet¬ 
ween India and Pakistan, only a part 
of which confrontation is political. To 
be sure, Pakistan has not entirely re¬ 
placed, in terms of emotions and poli¬ 
tical action, Kashmiri nationalism. It 
has come to terms with the latter, as 
we shall see presently. 

Secessionists : Two Sihbams 

Secessionist politics in Kaslunir was 
so far been divided between those who 
wanted Kashmir's merger with Pakis¬ 
tan and those who favoured independ¬ 
ence. Both of these movements re¬ 
ceived support, including financial, from 
Pakistan. Though pro-Pakistan men 
held strategic positions, in the seces¬ 
sionist movement, due to their control 
over the purse, stalwarts of Kashmiri 
nationalism, headed by Sheikh Abdul¬ 
lah were more than a match for them. 
Kashmiri nationalists hovered around 
various variants of independent Kash¬ 
mir as a solution to the problem — 
including a confederatfon of India, 
Pakistan and Kashmir, an Indo^P^ 


condominium, Sikkim or Bhutan status 
for Kashmir, the Dixon fonnula and so 
on. The success of their manoeuvre 
depended on retaining some links with 
India. Indeed, leaders like Jayaprakash 
Narain continued to hope that a slightly 
modified Sikkim or Bhutan status could 
provide a basis for a solution of the 
Kashmir problem within the Indian 
framework acceptable to Kashmiri 
leaders. The Kashmir Chief Minister, 
G M Sadiq, too had suggested that the 
extent of Kashmir's accession to India 
could be debated. The idea of a con¬ 
federation is, likewise, reported to have 
been blessed, besides others, by the late 
Jawaharlal Nehru but rejected by Ayub 
Khan, the then President of Pakistan, 
when Sheikh Abdullah met him in 
1964. Pakistan had, in fact, indicated 
its disapproval of other variants of in¬ 
dependence also and had on occasions 
tried to undermine Sheikh Abdullah\s 
position. 

Sheikh Abdullah skilfully retrieved 
ins position through, among other 
means what was called the Jammu and 
Kaslunir State People's Convention in 
which he rallied overwhelming support 
within the secessionist camp for the 
idea of an independent Kashmir, Even 
though most of the organised groups of 
loyal Indians kept away f?bm the Con¬ 
vention, it saw the complete isolation of 
the pro-Pak elements and the debate 
turned out to be between independence 
for Kashmir and its continued ejdstenoe 
within the Indian Union. The broi^ 
guidelines, for a solution adopted by 
Convention also ruled out Kashmiris 
acoesrion to .Pakistan. It vw,.£ar In- 
itanaa^ that any solvtto 
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keep In vie>v the interests of all the 
regions of the State, must strengdien 
seciijar-clcmocratic forces, must be in 
eonfomiity with the values of the free¬ 
dom movement ixnd be democratic, 
iieaeefur and realistic. The Convention 
also adopted a five-tier set up for the 
State which, with some variations, is 
in voj'iH* in the rest ol the c'ounhy. 
Further debate centred around the 
cpiestion whether or not these require¬ 
ments could h(5 met within the Indian 
framework. 

P/VKis fan’s New Line 

Pakistan had sio reason to be happy 
with these trends in the Convention. 
As an abnosphero ot relaxation was 
growing in the State, Pakistan further 
feared that the i)coidc of Kashmir 
might reconcile themselves to the 6'ta- 
tiiM quo. The Plebiscite Front’s deci¬ 
sion to paitieipate in the elections, re- 
portt'dly without the prior approval of 
Pakistan and against the wishes of the 
tliehards ithin its own ranks, was 
anothei iiulicatioii of the situation slip¬ 
ping out of its g«ips. 

It is at this stage that Pakistan appa¬ 
rently made a major modification in its 
strat(*gy to come to terms with Kash¬ 
miri nationalists by meeting them more 
than half-way. By shifting the em¬ 
phasis fiom Pakistan’s claim over 
Kashimir to Kashmii’s right of self- 
determination, Pakistan sought to cover 
up the gap that used If) exist between 
its position and that of the Kashmiri 
secessionist leaders. An indication of 
the new ai>proaeh was found in the 
second .session of the Convention, held 
in Sru\agar in June last, when all the 
d('lcgates who s<"nt their papers from 
Pakistan and Pakistan-held Kashmir 
advocated independgnee for the State. 
At least some of them could not have 
done so without the consent of tfieir 
government. Others, on this side of 
tlie cease-fire line, known for nsiially 
following th(j Pakistan line, too, shifted 
their position in favour of independ¬ 
ence. Meanwhile, the tension betwem 
Ka.shmiri nationalists and the pro-Pak¬ 
istan elements in the valley also sub¬ 
sided, 

Fortunately for Pakistan, no dialogue 
had started bctw'cen Kashmiri nation¬ 
alists and Indian leaders on the basis 
of the discussion at the Convention or 
on any other basis. A solution on the 
basis of greater autonomy for Kashmir 
within the Indian Union had earlier 
been ruled out. While Mirza Afzal 
Beg Ibad stated that such an offer had 
been made by the Government of India 


Imt had been rejected by him and 
Sheikh Abdullah, the Government of 
India was provoked to deny that any 
offer had been made. The Prime Min¬ 
ister closed the issue by wriggling out 
of her earlier offer to consider ‘‘lots of 
pos.sibilities within tlic Indian Union”, 

Meanwhile, pressure started mounting 
against the policy of liberalisation in 
Kashmir. The approaching Lok Sabha 
elections also queered the pitch. This 
facilitated the understanding between 
Kashmiri leadeis and Pakistan. While 
this was apparently on the foimcr’s 
terms, Pakistan seemed to have got an 
assurance in jeturn that the “variations 
of independence” w'hich Sheikh Abdul¬ 
lah had in mind ruled out any solub’rm 
W'itliin the Indian framework. The 
agreement is on de-accession and not 
on any particular sohilif)n. 

SiiEiKii Audlix^h’s PosrnoN 

Pakistan's new’ Kashmir Policy is 
likely to have been influenced hy and 
to have received the whole-hearted 
support of China. For, it fits into 
China's geneial policy of support to all 
v^'ars of liberation. By tlius projecting 
the Kashmir piobh^n, Pakistan hopes 
to revive the sagging inteniational in- 
U'lest ill it. In ihis context it is not 
witliont significance that Z A Bhutto 
took British Piinie Minister Heath to 
task tor suggesting, dimng liis recent 
visit to Pakistan, that it was lor India 
and Pakistan to settle tin' Kashinii 
probU'in. Aecouling to Bluitto, Kash¬ 
inii was not a problem of Indo-Pak 
relations but of self-determination of 
its people, 

vSheikli Abdullah who used to claim 
to be a subeontiiientalist and used to 
equate India and Pakistan, now iq^pa- 
rently feels that J^akislan has moved 
closer to his stand than India. 'Ihe 
situation, it inav la* recalled, was 
exactly the levi'i'^e in 1947 wlu'n the 
.Sheikh was convinced that India \\ as 
closer to his jiosition than Pakistan. 
It was on the basis of this conviction 
that he had invited Indian troops into 
Kashmh*. On similar reasoning. Sheikli 
Abdullah might now welcome an> 
support fiom Pakistan for what he eon- 
siders to be a struggle for freedom. 
1I<‘ might still not approve of violent 
and subversive activities, but this is 
more a difference on means as the dif- 
feieiice on ends has been narrowed 
down. 

Is this the reason wliy Sheikh Abdul¬ 
lah is unable to condemn the hijacking 
of the Indian plane by two members of 
the Al Fatah in Kashmir and the grant 
of political asylum to them by Pakis¬ 


tan? This would obviously fuitber 
alienate the Sheikh from Indian public 
opinion and lead to a fresh chain of 
misunderstanding. 

Whatever reasons the Sheikh might 
have for becoming d^perate, some of 
them are subjective. He has allowed 
himself to drift into a situation where 
the identity of his movement is becom¬ 
ing indistinguishable from the interests 
and objectives of Pakistan. His ambi¬ 
tion to become a bridge between India 
and Pakistan ha.s thus received a serious 
setback. The Sheikh might still realise 
tliat notwithstanding his formidable 
differences w'ith Indian leaders, he has 
far more in common with India, in 
terms of basic values and appreciation 
of Kashmiri aspirations, than with any 
external allies willing to support him 
at present. 

New Delhi’s Role 

A similar appreciation is necessary 
in N< vv Delhi. For it hardly serves 
Indian interests to drive Kashmiri 
nationalists to the wall. Historically, 
Kashiniii nationalism has been a pro- 
gressiv^e and secular force and the 
grcati'st bulwark against Muslim com- 
munalism in the subcontinent. In 
Icnns of its liasic character it is not 
much difFcrent from the forces of re¬ 
gionalism or regional chauvinism which 
aie ass<.rting themselves in various 
parts of the country. And as the Ind¬ 
ian polity has so far succeeded, by and 
laige, in accommodating regional aspi- 
latjon^, far better than has Pakistan, 
there is no reason to completely alie¬ 
nate Kaslimiri sentiment. 

It is not a question of accommodating 
a person or a set of leaders, but a sen- 
liiiKint. Nor is it necessary' to concede 
all the claims of regionalism. But non- 
secessionist channels for its expre.ssion 
need not he closed. Whatever be the 
urgmiu'iit against granting greater 
autonomy to Kashmir w'ithin the Ind¬ 
ian Union, a line must bo drawn bet- 
wi'cii it and sei'i'ssinn. A distinction 
must likewise be made between oppo¬ 
sition to denial of civil liberties or con¬ 
tinued misrule in Kashmir and 
challenges to Kashmir's links with the 
Indian Union. 

It removal of Sheikh Abdullah and’ 
Mirza At/al Beg Irom the iK)litic.al 
sct'iic of Kashmir merely helps the 
activists of the Al Fatah to fill the 
vacuum, the externment order would 
obviously not serv’c the best interests 
ot Kashmir or of the country at large. 
Conversion of a political problem into 
a law' and order one is not a sign of 
groat iKiUtical wisdom or patriotism. 
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DAR-ES-SALAAM 

The Arusha Declaration 

A K Essack 


A MARKED feature of the nationalist 
movements which were fighting for 
independence in tlie fifties was their 
low ideological content. This, however, 
was but one stage in the development 
of the awakening of Africa. Workers, 
l^easants, intellectuals and tlie petit 
bourgeoisie all united to end the rule 
of the colonial power. What was not 
clarified or thoroughly discussed was 
what type of society was to emerge 
after independence. 

An Agonising Decision 

A few parties had socialism as their 
goal in their constitutions, but as Ju¬ 
lius Nyerere has pointed out in the 
case of Tanzania “it was not clear 
what was the meaning of this”. He 
clearly admitted past confusion of 
thought on this vital issue when he 
recalled “we called lor private invest¬ 
ment in industrial and agricultural ac¬ 
tivities, hut at the same time we spoke 
frequently ot our deteiinination to 
control our economy”. To put this 
matter in a different way, Tanzania as 
well as otlu!r African countries were 
faced with an agonising decision once 
the aura of independence had worn 
off. This was whether to start on the 
road of socialist development or to 
remain neo-colonial stales with capital¬ 
ism as the dominant mode of produc¬ 
tion. 

The First Five-Year Plan launched 
In 1964 did not answer this question 
and it was left to the Arusha Declara¬ 
tion of Fobiuar>' 5, 1967, to give a 
clear and mi o<]ui Vocal answer. It 
showed exactly what industries and in¬ 
stitutions would be vested in the na¬ 
tion and just where private enterprise 
would be allowed to operate. As 
Nyerere pointed out “Tanzania has de¬ 
fined the economic implications of her 
socialist policies and in doing so has 
specified areas of pubh’c control and 
areas of private enterprise. In this 
division the key i>ositions of the econo¬ 
my have been secured for the nation”. 

What this amounted to in practice 
was. nationalisation of; (1) all the banks 
except the Co-operative Rank, (2) cer¬ 
tain firms engaged in processing food. 


(3) insurance corporations, (4) key 
linns engaged in wholesale and exter¬ 
nal trade and additionally, government 
majority control of certain firms. 

The Arusha Declaration thus answer¬ 
ed the question whether those who 
were in power should serve the inte¬ 
rests of the people or whether they 
should be glorified managers of impe- 
rialivSt interests, whose role would be 
to intensify exploitation. This then 
was the new road charted by the 
Anisha Declaration. The Declaration 
also answeied a secondary question ot 
what was to be the basis for the future 
development of Tanzania. Nyerere 
said on that score: “From now on we 
shall know what is the foundation and 
fruit of development. Between money 
and people, it is obvious that the peo¬ 
ple and hard work arc the foundation 
of development . . . from now on we 
shall stand uprigiit and walk forwartl 
on our feet, rather than look at the 
prolileni upside down. Industry will 
come, money will come, but the foun¬ 
dation is the people and their hard 
work, especially in agiiculture"* 

The West realised that this was so- 
lioiis sociulisni aid a danger to its in¬ 
terests. Self-reliance and control of 
the commanding heights of the econo¬ 
my meant movement in a direction 
which must result in the ending of ex¬ 
ploitation and thus the elimination of 
imi^erialism as a system. Realising 
this imperialism has been working 
against Tanzt«iia ever since. True 
cnougli, there T’is not been a shooting 
war, but that ic on the cards if other 
methods to comp<d Tanzania to change 
course fail. 

Wesi s Taciics 

Imperialism lost the first round when 
the banks could not be wrecked after 
nationalisation by withdrawal of train¬ 
ed personnel. In fact the nationalised 
banks were able.to show a healthy pro¬ 
fit and give a spurt fo economic deve¬ 
lopment. In the next round, the in¬ 
ternational price of Tanzania's chief 
crop, sisal, was reduced steeply. Tan¬ 
zania replied to this attack by diver¬ 
sifying Its economy. Then the West 


tried to engineer a coup by using 
bona, TANU s femner $eoretaiy<Sene« 
ral, to overthrow die government by 
force of arms. Thanks to the vigilance 
of the people, this conspiracy failed* 
The leaders were apprehended and» 
after a lengthy trial, convicted. Mean¬ 
while the Portuguese invaded parts of 
southern Tanzania and they bombed 
villages, burnt houses, seized crops and 
terrorised the people. Tanzania replied 
by arming the people in that aiba and 
aggression has ceased after the aggres¬ 
sors were taught a severe lesson by the 
people. 

ClIAlN HeaCIION 

The Arusha Declaration started a 
chain reaction which has still to run 
its course. Kaunda of Zambia followed 
it with his Mulungushi Reforms and 
Oliote witli his Common Man's Char¬ 
ter and Nakivubu Reforms. The mili¬ 
tary governments of Sudan, Somalia 
and Libya also took steps to control the 
commanding heights of the economy by 
outright nationalisation or taking 51 per 
cent control. It is precisely because 
this “Arusha disease” is infecting all 
honest and genuine nationalists, that 
imperialism has decided on more dras¬ 
tic methods*. If need be, Vorster's 
South Africa will be armed, so that 
it can play the same role as Israel in 
the Middle East; which is, to commit 
aggression, annex land aftd if possible 
bring down all the progressive Arab 
governments. Vorster has been given 
the task of bringing down the goveni- 
ments of Kaunda and Nyerere. 'This 
is tlie only way that these two 
countries can be induced to change 
course. 

The latest of these acts has been to 
oust Obote. The West believes that it 
has scored a victory with tlie over¬ 
throw of Obote through Amin's -army 
coup. With Uganda as its base for 
counter-revolution, it believes that it 
can now encircle Tanzania both from 
the south and the north. Already Amin 
has issued threats to Tanzania. There 
is little doubt that those committed to 
Arusha will rise to meet this threat 
with greater vigilance, with greater 
political mobilisation and with greater 
involvement by the Tanzanian people^ - 
in defence of their conquests. Tanza¬ 
nia has now confidently entered its fifth 
year since the historic d^clsloii of. 
February 1967, which embodies tih® 
aspirations, symbolises the oomilfit- 
ment and charts out the godt jrf 
jpoople. 
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THE FOURTH ESTATE 


Whir of Words 

Nireekshak 


UAD the belief been widespread that 
the election manifestoes of the various 
parties would decisively iiifluenco the 
forthcoming mid-term poll, the Press 
might have been expected to devote 
considerable attention to examining the 
different manifestoes. But either the 
general belief in the political signifi¬ 
cance of manifestoes is minimal, or the 
Press itself regards them as little more 
than an imavoidablo electoral ritual. 
Consequently, the journalistic effort 
devoted to the study and analysis of 
the manifestoes has been very light 
indeed. There have been isolated at-, 
tempts to analyse the manifestoes in 
detail but, generally speaking, they have 
met with a run-of-the mill treatment. 

The general approach to the manifes¬ 
toes was probably most eloquently sum¬ 
med up by the Ftee Press Journal when 
it said that the inanif ^toes “appear 
like a wild whir of words". A common 
comment on the Jan Sangh manifesto 
was that it was a “pie in the sky" — 
the exact phrase used by the Times of 
India and the Mail to headline their 
comments. The Indian Express, on 
the otlier hand, descrjl^cd" the Jan 
Sangh's *war on poverty* manifesto as 
a “persuasive document which projects 
an image of the Jan Sangh very diffe¬ 
rently from what it was in 1967**. The 
“big question** now was "whetlier this 
party will be able to project the new 
image convincingly at the hustings*’. 
Express showed little patience, how¬ 
ever, with the ruling party’s manifes¬ 
to. “Manifesto for what?** it asked. 
The Congress(R) manifesto was “a 
scathing indictment of what Mrs Gan¬ 
dhi has been saying and doing during 
the past 18 months. One looks in vain 
for any rational explanation In it either 
for the splitting of the Indian National 
Congress following the Bangalore ses-* 
Sion of the AICC or for the Prime 
Minister’s decision to go to the country 
R year ahead of schedule ... Her party's 
manifesto neither begins nor ends with 
a bang. It is one long whimper." One 
inevitably recalls, after reading ihe.. 
Expresses comments, that Ramnath. 
Go^ka is a candidate for election and 
that; though his status is formally- tl^t 
of an independent, his main support is 
expeqted to come from the Jan Sangh! 
Of all pirties, the PSP received tihe 
attention. While the Netiouai : 
jbafle^ the PSP mai^esto as 


good exposition of socialist transfonna- 
tioii in Indian conditions", few others 
regarded it with any enthusiasm. As 
might have been expected, it was the 
Congress(R) manifesto that received 
the closest attention. “The ruling party 
has certain advantages at election time 
over its opponents", commented the 
Times of India. However, the paper ar¬ 
gued, the high rate of economic growth 
that the manifesto envisions calls 
for much more than the reduction in 
disparities of income and wealth as is 
prescribed by it; it calls for mobilisation 
of resources on a vastly larger scale 
than before. “The most glaring omis¬ 
sion in the manifesto of the new Con- 
giess IS its failure to touch on this is¬ 
sue. .. The party does not seem to 
realise that the passage of time has 
deprived many of its programmes of 
their cutting edge.... It is probably 
true tliat elections will be decided more 
on the basis of the general image of 
the various parties in the minds of the 
people than on the merits of their 
election manifestoes. But this cannot 
obscure the fact that in the present 
situation a fresh mandate will not make 
the options open to the new Congress 
softer than they are." 

That was as direct a comment as 
any on the redundancy of manifestoes! 
And the Free Press Journal writer 
seems to have had much the same 
thing in mind when he elaborated on 
the “whir of words'*. The Journal, 
incidentally, seems to be the only pa¬ 
per to have attempted a comparative 
analysis of the manifestoes. "The SSP’s 
solicitude for the backward sections of 
the community, though not vague, is 
ridiculous on the face of it", it wrote. 
“The party repeals its time-worn for¬ 
mula of seeking reservation of 40 to 50 
pcT cent of Covermnent jobs for a wide 
variety of depressed sections including 
aged women of all castes I" As for the 
Jan Sangh, it has “discarded many of 
its familiar planks", while the ruling 
Congress “has now a 12-polDt pro¬ 
gramme, instead of the old 10-point 
pro^amme." 

'' The militaiy coup In Uganda pro¬ 
bably excited as much interest In edi¬ 
torial minds as the “12-i)olnt jMro- 
gramine", while the hijacking to Lahore 
and the eventual destruction there of 
an Indian Airlines plane pushed almost 
everything else into the background. 


The hijack and the subsequent deve¬ 
lopments have been ki the headlines 
almost continuously since January 31# 
and editorial comments too have been 
copious and sharp. “Pakistan’s perfi¬ 
dy", commented the Deccan Herald^ 
“marks a new dimension In Pakistan*# 
hostility towards India". The granting 
of political asylum to the two hijack¬ 
ers, wrote Amriia Bazar PaMha, wat 
a “clear violation of the Tokyo ooiw 
veution". Such dehberate violation may 
be conceivable only in the context of 
the expediency of saving a plane which 
is in danger. “But the Pakistan Gov¬ 
ernment’s defiance of law has not serv¬ 
ed that purpose." The Patrika also came 
down heavily on the governments m 
Delhi and Srinagar for, what it called, 
their “lack of vigilance, amounting al¬ 
most to carelessness" in having allow¬ 
ed “the NLF and its Pakistani patrons 
... opportunities ... for carrying out 
their nefarious plans in Kashmir".- 

In the opinion of the Nagpur Times 
“the whole hijacking . conspiracy was 
carefully planned and meticulously 
executed Jo the last detail ... Faldstan 
Government’s complicity in the matter 
is exposed beyond all manner of doubt. 
Those who anticipated tiiat the Air¬ 
lines* Fokker Friendship plane would 
be returned to India were hugging an 
illusion; the blowing off of the plane 
was a foregone conclusion." 

The hijacking “has introduced a 
new element in the Indian subconti¬ 
nent", wrote the Indian Nation, “The 
hijacking .. . has, in a sense, [also] 
done good to India inasmuch as it has 
given a timely warning of the loop¬ 
holes in iIjc security anangements of 
Kashmir." 

Almost all comments ran on similar 
lines. “The blowing up of the [plane] 
in full view of troops and aviation per¬ 
sonnel is an outrage for which the Gov¬ 
ernment of Pakistan cannot escape &e 
responsibility", declared the Tribune, 
The “disruption of the Government of 
Kaslunir with the assistance of some 
disloyal elements in the Valley is the 
obvious [Pakistani] objective.... The 
latest phase of the Tndia confronta¬ 
tion* policy adopted by Islamabad can 
also be explained", it said “in terms of 
the imminent shift of die centre of 
ix)litical power to Dacca". “Air pira¬ 
cy” {Deccan Chronicle), *TJufriendly 
act" {Hitavada), “an abominaHe crime" 
ASearchlighi), were ofber oommmts on 
the hijackingi After which, it was. a.jre- 
lief to turn to i^rts of the Apdl|o-14 
mooDshot. 
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REVIEWS 


Gaps in Food Policy and Analysis 

S K Ray 

Population and Food Supply in India by S S Madalgi; Lalvani Publish 
ing House, Bombay, 1970; pp 160; Rs 22. 


THE central theme of the book is that 
the conventional analysis, in terms of 
'national per capita availability*, though 
adequate for the limited purix>se of 
programming loud imports, is inade¬ 
quate for a systematic analysis of the 
food problem particularly in a dyna¬ 
mic situation such as increasing urba¬ 
nisation and incomes. The declining 
trend in marketable surplus may be 
due to the rural population consuming 
more food in the wake of increased 
incomes. The rural and urban sector 
demands are thus becoming competi¬ 
tive. The author emphasises the need 
for a systematic study of the subject 
which also covers current rural/urban 
demand, future trends, and the actual 
and desirable levels of consumption. 

At the very outset the need to main¬ 
tain a sectoral balance between indus¬ 
try and agriOulture in a developing 
economy has been stressed. The exami¬ 
nation of the various aspects of the 
food problem begins with a review 
of the trends in population growth 
and per capita income during the three 
Five-Year Plans. The demand for 
foodgrains has bi-eii computed sepa¬ 
rately for the rural and urban sectors 
for the period 1951-52 to 1967-68. For 
this purpose, the National Sample 
Survey data (15th round) on per 
capita consumption has been used as 
base level consumption, after suitable 
adjustments in these figures for possi¬ 
ble overestimation. The analysis shows 
that, while there^ is no marked differ¬ 
ence in the growth rates of rural and 
urban demtfrids up to the end of the 
Second Plan period, during the Third 
Plan period the growth rate of urban 
demand increased significantly. 

In order to obtain a comparative 
picture of the demand and supply 
situation, the total foodgrain supply 
comprising internal production, im¬ 
ports, and net changes in stocks, is 
computed for the period for which 
demand estimates have been made. 
The supplies available from rural area> 
to meet the urban demand and the 
urban production of foodgrains avail¬ 
able for consumption have also been., 
estimated. Estimates of rural supplies 
to wb^ areas, derived by taking the 


difference between net production and 
demand in rural areas, have been cross¬ 
checked with marketable surplus esti¬ 
mates as shown by marketing surveys. 
It must be pointed out, however, that 
some of these surveys are quite old 
and may not reveal a correct picture 
of recent trends. The analysis made 
in this section shows that the gap bet¬ 
ween demand and supply has widened 
considerably during the Third Plan 
period in spite of increased imports. 
'ITie rural supply of foodgrains to urban 
areas has shown a declining trend in 
recent years, and these supplies seem 
to have fluctuated in line with pro¬ 
duction fluctuations. The author con¬ 
cludes that a major solution to the 
problem ol food supply to urban areas 
lies not so much in extracting the en¬ 
tire quantity from rural areas as in 
increasing production at higher rates. 

Volume of Trade 

For studying the position of differ¬ 
ent States, the inter-Stale trade in 
foodgrains during the period 1956-57 
to 1966-67 is examined. The analysis, 
made on the basis of movement by 
rail and river, shows that the volume 
of trade in rice declined markedly 
after 1963-64. In the case of wheat, 
the volume of trade, increased signifi¬ 
cantly, hut the bulk of it was account¬ 
ed for by imported wheat. While trade 
in other cereals seemed to be quite 
small, it was significant in pulses. 
The author has also attempted an 
indirect estimate of the quantum of 
trade by road for which no statistics 
are available. He concludes that road 
movement forms about 10 to 15 per 
cent of the total trade. But in wheat, 
it is found to be as high as 25 per 
cent in 1964-65. Government's role in 
foodgrains operations has assumed 
considerable importance in recent 
years; but the basis of these opera¬ 
tions is largely in imported foodgrains. 

Foodgrain consumpUon levels, as in¬ 
dicated \yy 'per capita availability’, arc 
levicwed for all India in different 
States. The limitations of using this 
concept are also discussed. An analy¬ 
sis in terms of *State average per capita 
availability* does not throw any light 


on consumption levels as between the 
rural and urban sectors—which is Im- 
jiortant because of inter-State differ¬ 
ences in the proportion of urban popu¬ 
lation—and also between different in- - 
come groups. The author has sought 
to give a mon* complete picture by 
making estimates of consumption levels 
of the rural and urban sectors and of 
the different income groups within 
each sector. The methodology follow¬ 
ed for this purpose is quite interest¬ 
ing and breaks some new ground. 

Based on these data, the extent of 
undernutrition has been examined 
with reference to nutritional standards. 

It was found that, in 1959-60, 9.2 per 
cent of the urban population was 
undernourished, while the correspond¬ 
ing percentage for the rural population 
was as high as 40.3 per cent. State- 
wise analysis of the rural population 
shows that at the one end, are vStates 
like Kerala, Gujarat and Bihar where 
not l^ss than half of tlu' iiiral popula¬ 
tion is undernourished, while at the 
other end are States like Punjab, 
Assam, and to some extent Rajasthan^, 
where a relatively smaller proportion 
of the rural population remained under¬ 
nourished. However, it inirst be men¬ 
tioned hcr(; that the variation.s in pei 
capita availability cf subsidiary foods, 
not considered in the analysis, among 
different States may alter this picture. 

To provide a future perspective, pro¬ 
jections of foodgrains demand have 
been made for 1970-71 and 1973-74. 
The methodology followed i.s inter-, 
esting and involves several assump¬ 
tions with regard to distribution of 
disposable income between rural and 
urban sectors, and distribution of 
population and of disposalfle income 
among the different expenditure 
classes. The fact that several 
aissiiinptions have to be made in 
order to derive such detailed estlmatea • ‘ 
and about the tenability of which one 
cannot be very sure, is probably why 
most studies try to present an aggre^ 
gate picture. It would have been more 
useful had the author tried to provider 
the rationale for the assumiffions made 
with regard to income distribution.- 
The author cornea up with the estiT: . 
ntate of demand for human consump^ 
tion of 113 million tonnes in 1973-74; ‘ 
Inclusive of provision for seed, 
and wastage, the gross demand Is . 

jected as 129.4 million .tonnes, wbi'icH 
is very close to the FdOrth J 

get of 129 Wilioii v; 

author wodl4v Ufc;e thl|. 
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a quantity or 4 rniilion tonnes as die 
requirement of additional stocks, thus 
bringing the total gross demand to 133 
million tonnes. Though the author has 
elsewhere referred to the need for 
building up buffer stocks, he has not 
made any allowanci^ for this factor 
while computing the demand for food- 
grains in 1973-74. 

Given the obiective of self-sufficU 
ency in foodgrains, production possibi¬ 
lities by way of intensive and exten¬ 
sive methods of cultivation have been 
discussed. In view of the important 
role of fertiliser, the likely demand 
for it in 1973t74 and the internal pro¬ 
duction possibility have been assessed. 
Taking into consideration the various 
agricultural programmes envisaged in 
the Fourth Plan and their technolo¬ 
gical possibilities, it has been estimat¬ 
ed that foodgrains production will 
grow at the rale of 4.3 per cent over 
the Fourth Plan period—the contribu¬ 
tion of high-yielding varieties being 
3.3 per cent and of traditional cultiva¬ 
tion 1.0 per cent. Compared to the 
growth rate of 5.5 per cent required 
to achieve self-sufficiency, the project¬ 
ed growth in supply levels falls short 
by about one per cent. 

Recognising the fact that the de¬ 
mand-supply gap will continue for at 
least some time, the author has ven¬ 
tured to spell out a policy of food- 
grains distribution. The basic elements 
of the policy are (i) assuring supply of 
adequate; foodgrains to urban areas 
and (ii) providing maximum possible re¬ 
lief to the nndeinourished nopulaiion 
in the ruial aiea. It is recognised that, 
while the major solution for undernu¬ 
trition in rural areas lies in increasing 
per capita income, some measure of 
protective relief can be provided, by 
ensiring that fooclgraiii prices do not 
rise to unprecedented levels. The 
author hopes that, to the extent that 
urban demand is met adequately, its 
pressure on prices can be checked and 
this will provide some relief to the 
undernourished rural population. 

The author suggests a S 3 rstem of 
foodgrains distribution which could 
take care of the urban needs. The 
proposed arrangement involves 3 
stkges: (i) cities with population of 

one lakh and above being supplied by 
Centra] Government out of surpluses 
of different States; (li) all towns with 
„ population of 20,000 to one l^kh being 
supplied by the respective State 
governments on a statutory basis and 
(ill) s:mU tpwps being supplied on 
Ipformal fttsis depending on emer¬ 
gence, shortages. The requirements 


of the urban population in these areas 
are to be determined on the basis of 
an assumed fixed consumption level of 
360 gm of cereals per capita per day. 
The required quantities, are to be pro¬ 
cured from the surplus States, a part 
of which would be retained for dis¬ 
tribution within the State, the pro¬ 
curement targets being determined in 
the light of surplus quantities exported 
during 1961-64 when inter-State trade 
was free. The requirement of such an 
arrangement has been worked out as 
11 million tonnes of cereals which is 
only about 60 per cent of the market¬ 
able surplus. The author has pro¬ 
posed this arrangement in place of the 


more complicated arrangement of 
National Foodgrains Budget recom** 
mended by the Foodgrains Policy Com¬ 
mittee, which could not be implement¬ 
ed. It must be pointed out that even 
this more limited arrangement pro¬ 
posed by the author will call for a 
level of political discipline and national 
outlook not readily obtained. More¬ 
over, this arrangement will run into 
rough weather during the lean years. 

On the whole, the author has suc¬ 
ceeded in presenting a very detailed 
analysis of the food problem of the 
country. The book is a useful addi¬ 
tion to the literature available on the 
subject. 


Rural Sociology 

Victor S D’Soiiza 

Rural Sociology in India (fourth edition) by A R Desai; Popular Praka- 
shan, Bombay, 1969; pp xviii+968; Rs 60. 


THIS fourth edition of "Rural Sociolo¬ 
gy in India" was published originally 
in 1953 und<*r the title "Introduction 
to Rural Sociology in India". Rural 
society in India has been one of the 
major foci of study by scholars over 
the past two decades and this has 
|}een reflected in the succeeding edi¬ 
tions of the book — each edition being 
bulkier than tlie preceding one. The 
968 pages of the present volume com¬ 
pare with the 730 and 440 pages of 
the third and second editions, respec¬ 
tively. 

UnPHEC EDENl ED CHANGES 

The main format of all the editions 
is the san^e. Every volume is divided 
into two parts: the first part is a ge¬ 
neral introduction to the study of ru¬ 
ral sociology in India and the second 
comprises a number of readings from 
the works of various authors bearing 
on the subject. However, while tlie 
first part has remained unchanged in 
all the editions the second part has 
been (X)ntinuoasly revised and enlarg¬ 
ed. In this volume, the first part con¬ 
sists of a mere 99 pages in a total of 
968. The revision mainly consists of 
eliminating a few articles from the list 
of readings of the preceding edition 
and adding many more new ones. 

The period covered by the four edi¬ 
tions is that in which Indian rural so¬ 
ciety has been subjected to change on 
an unprecedented scale. The readings 
included in the succeeding editions 
mirror this change to a large extent. 
Each edition, as compared to its pre- 


deccssoi, contains new sections of 
readings indicating the major aspects 
of changes current at the time. The 
present volume has entirely new -sec¬ 
tions on Ranchayali Raj, Village Stu¬ 
dies, and Theories of Agrarian Deve¬ 
lopment. Other sections, whidi are 
either wholly repetitive or substantial¬ 
ly revised in terms of subtraction and 
addition of articles, are entitled: (1) 
Introductory, (2) Regional, (3) Histori¬ 
cal, (4) Indian Village Community, 
(5) Tribes in Tmnsition, (6) Rmal 
Stratification, (7) Rural India Glimp¬ 
ses, (8) Agrarian Unrest, (9) Land 
Reforms, (10) Co-operation, Rural In¬ 
dustries and Village Institutions, (11) 
Community Developjrient Projects, (12) 
Bhoodan and Giauidari Movements 
and (13) Rural Society in Transition. 
Eacli section is inefaced by a brief in¬ 
troduction by the aiitlior. 

The predicament of a reviewer in 
evaluating a b(;ok of this type, con¬ 
taining a large number of articles by 
various authors, can be easily realised. 
This reviewer will therefoie confine hfar 
conuuents to certain broad features. They 
may be better appreciated in the con¬ 
text of the objectives of the book. The 
objectives according to the author, are 
first, to focus attention on the need 
for a sociological perspective in the 
study of mral life; secondly, to outline 
the approach for the study of nira] 
society; thirdly, to make accessible in 
one volume, the significant among the 
numerous studies that have been made 
regarding rural society; fourthly, to 
portray the multi-sided and oemplex 



February 20, 1971 ECONOMIC AND POLITICAL WEEKLY 


joiral life that is emerging in India as 
is miiTored in the growing literature; 
and fifthly to locate the major trends 
that are at work in the rural society 
(P 6). 

The fiist and the second objectives 
imply that rural sociology stands for the 
applicatioi) of sociological principh.s 
and analysis to the study of rural so¬ 
ciety. But neither in the author's in- 
troductio)), which is too clomwitary, 
nor in most of the readings, is the 
sociological approach discernible. The 
readings are writings on ceitain major 
issues poitaining to rural society by 
writers from different disciplines includ¬ 
ing a few from the disciplines of so¬ 
ciology and social anthropology. But 
the mere fact that they deal with rural 
society docs not make them sociologi¬ 
cal. While r< christening the book from 
“Introduction to Rural Sociology in 
India" to “Rural Sociology in India", 
the author had mentioned in his pre¬ 
face to the second edilitxu that the 
volume could “claim to bo a source 
book of Rural Sociology about our 
country". Therefore, “Source Book of 
Rural Sociology in India" ^^’ould have 
been a more apt title in this case. I’he 
author's first and second objectives, 
therefore, have not been adequately 
fuimieil. 

The third, fourth and iifth objectives 
pertain to the sclcctiou of readings. 
By the author's standard the readings 
inclmled arc the more significant pieces 
of writings portraying the complex 
rural life and indicating its major 
trends. It must be admitted that the 
numerous writings deal with a wide 
spectrum of niral life and contain a 
veritable mine of infonnation. How- 
1 ‘ver, some significant aspects of ruial 
life such as family, religion and educa¬ 
tion, which are given prominent place 
in the first pait of the book have been 
completely ignoicd in the second i)ait. 
Also, there is hardly any treatment of 
the social-psychological dimensions of 
rural society. Similarly, several iin- 
poitant tiends are discussed but with 
significant omissions. Recent years 
have witnessed a breakthrough in 
agricultural development. While the 
repercussions of the so-called 'green 
levolution’ on rural society are yet to 
he adequately studied, it is surprising 
that there is not a single writing in 
this edition which presages such im¬ 
portant happenings in the (inintryside. 
Tliere is also no reference to the pro¬ 
cesses of industrialisation and urbani¬ 
sation which aic slowly but steadily 
transforming the rural scene. 


The omissions seem to be all of a 
l^iece with the tenor of the readings 
included and their arrangement. The 
impiession created is that Indian rural 
society is in a hopeless mess and no¬ 
thing short oi a radical rehaiiling 
would save it. Most of the articles 
emphasise the negative aspects of post- 
Ind<'pendence reform — such as land 
u for ins, co-operation, and rural indus¬ 
tries, lilroodaii ar^d Gramdan, Com¬ 
munity Development, Pauchayali Raj, 
the Five-Year Plans and so on. The 
author points out that, despite all these 
efforts “Agricultiual prodiictrou in 
India today, suffers from numerous 
maladies, tli<; most oiitst.mding of 
which are the uneconomic holding, sub¬ 
division and fiagmentation of land, 
inelBcieirt farming as a result of the 
miserably small unit of iirodiiction, 
extensive class stratification, over-pres¬ 
sure on agriculture, lack of alternative 
oeerrpation for the, vast bulk of the 
population, and defective jrroperty 
relations" (pp 080-690). This may lx* 
accepted as a fair deSciiption ot the 
existing btate of affairs. But what is 
questionable is the author's assmnption 
tlrat things are going froju bad to 
worse and also bis reasons tor it. The 
anllior states- “The Govei'nment’s 
agrarian policy based on the postulates 
of mixed eeouomv cannot resolve airy 
of th<‘se pvobleins. 'J'his polity only 
aggIaval(^s the major contradiefions of 
agrarian soeiety, econoiiric, political, 
social and cultural" (p 690). He asks, 
“Docs not this policy rccpiire complete 
ovcrlrauling from its base upwards?" 
The icadi'r may tluis draw his conclu¬ 
sion as to bow' this may be done. 

Ohjki it\ r-.s bAiuiAia.v Fulfilleij 

In the final section of the book, some 
suggestive tlieoiics of agricultural 
(k veloprncnt have lieen put forward. 

Of the 10 articles in this section, the 
first two by wt:ll known Inch'an econo¬ 
mists, deal witli ccitain issues in the 
agricultirral development ot India. iTie 
really theoretical articles do not deal 
with agricultural development but with 
the develoixiient of backwaril coun¬ 
tries as envisaged by Marxists — but 
without justificatioirs. Thus right from 
the analysis of the problem to its solu- 
lion the author leads the reader by the 
nose. The author may well be light, 
but it is uecessaiy to point out that he 
has freely used hfs value judgments in 
selecting the readings considered to be 
‘significant*. The major bias in the 
selection is soeial-philosophjcal, rather 
than social-scientific. Thus the third, 
fourth and fifth objectives (»f the books 


have also been only partially fulfilled. 

To turn next to some details pertain¬ 
ing to revision. Very rightly the 
author has added new sections to the 
book to keep up with the new develop¬ 
ment. But he has not been very cir¬ 
cumspect in bringing up-to-date the 
earlier sections or weeding out some of 
the redundant and out-of-date mate¬ 
rial. For instance, the author’s own 
article, 'Sociological Analysis of India*, 
w'hich is mainly a demographi<f ana¬ 
lysis, is at least 20 years out-of-date. 
This background information based on 
1951 census and other secondary sour¬ 
ces at the time is totally inadequate 
for understanding the present situation, 
especially when the interim was a 
peiiod of unprecedented and far-reach¬ 
ing changes in Indian society. An 
article depicting a comparative picture 
of the rural society at the tunc of the 
fiist and th(! fourth edition would have 
been most illuminating. Similaily, 
although community developmerit in 
some fonn or other lias been an on¬ 
going process the piece of writing on 
the subject included in this edition waij 
one published in 1958. 

AiiotluT shortcoming in the revision 
of the w'ork is the author's failure to 
rewrite the first part of the book, “lu¬ 
ll oduction to Rural Sociology in India*’, 
which w'us written for the first edition. 
While this portion w^as good for the 
time and stale of our knowledge when 
it was written, it is too supcifieial foi 
the present time. Besides, it has ceas¬ 
ed to complement the second pail 
which has undergone revision and en¬ 
largement w'ith every edition. 

The bibliography given at the end of 
the book as wt‘ll as the references to 
sources in footnotes, do not contain in 
most cases infonnation alxiut the pub¬ 
lishers and the years of publication. 
This is a serious omission in a book 
of readings, since it makes reference to 
original sources difficult. 

However, when all is said and done, 
this liook remains indispensable for 
students of rural sociology — although 
its greatly enlarged size and increased 
price might render it inaccessible to 
'•idividual students. It is th^ only l)ook 
of its kind in a very crucial field of 
study. Some of the pieces of writing 
are informative, insightful and thou^t- 
provoking. But the reader who plods 
through the massive volume would 
have to exercise his judgment in sort¬ 
ing out the grain from the chaff, the 
scientific from the philosophical stand¬ 
points, and tho sociological from tho 
other disciplinary approaches. 
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Cultural Factors in Political Decision-Making 

A Small Town Election in India 


Binod Chand Agrawal 

The study of small towns is methodologically strategic, as the small towns are connecting links bet¬ 
ween the villages at the one end and the religious, urban and industrial centres at the other end. Politi¬ 
cally, small towns are connecting links between villages at the one end and region, State and nation at 
the other end. 

In their study of 'complex societie's', however, anthropologists, have left this link uninvestigated, 
and have simply shifted their attention from the isolated village studies to urban centre studies. 

With the growing recognition, in the fields of political development and political modernisation, 
that India has continued to utilise some of its 'traditional* methods of decision-making even after the 
adoption of democracy, it has become relevant to examine how democracy, as one kind of political ideo¬ 
logy, is going through the process of change within the framework of the values of a small town. An 
analysis is attempted here of a municipal election to discover how cultural factors have impinged on 
political decision-making. The analysis is carried through an examination of (1) the pre-election methods 
of candidate-selection, (2) the methods of political campaigning, and (3) the manipulation of political 
symbols. 


THERE has been growing recognition 
in the fields of “political develop¬ 
ment”^ and “political modernisa¬ 
tion”- that India has continued to uti¬ 
lise some of her “traditional”^ methods 
of decision-making,^ even after the 
adoption of democracy.-'' The aim of 
this paper is to examine how demo¬ 
cracy, as one kind of political ideo¬ 
logy, is going through the process of 
change within the framework of the 
values of a small town (Badnawar) 
where in the early fifties a democra¬ 
tic political apparatus was introduced 
for the municipality. More specifically, 
the paper will analyse the 1968 muni¬ 
cipal election in Badnawar to find out 
how cultural factors impinge upon 
political decision-making in the follow¬ 
ing aspects of the Badnawar Municipal 
Election: (1) pre-election methods of 
“candidate selection” by the political 
parties, (2) the methods of political 
campaigning for the election, and (1) 
the manipulation of political symbols 
during the election. 

The data for the present study were 
collected in the small town of Badnawar 
located in I>har District (one of the 
46 districts of Madhya Pradesh) con¬ 
taining, according to the Census of 
India 1961, 643,074 people in an area 
of 3,141 square miles.®/ 

The selection of a small town for 
the present study is based on the fol¬ 
lowing methodological and theoretical 
considerations, (a) The study of small, 
itbwns is methodologically strategic as 
the small towns arc connecting links 
the villages at one end and 


!he religious, urban, and industrial 
centres at the other end. Politically 
the small towns are connecting links 
between the villages at the one end and 
region, Stale, and nation at the other 
end.^ (b) It is hoped that a small town 
study will make it possible to go, be¬ 
yond the “micro-level” studies of vil¬ 
lages having a small population and 
low level of communication, rela- 
lively large populations and higher 
levels ol communication which have 
interlinkages with the religious, urban 
and industrial centres, (c) In the in¬ 
creasing interest in “Urban Anthro¬ 
pology” and “Complex Societies”, the 
small towns are left uninvestigated, 
because anthropologists are shifting 
their interest from isolated village stu¬ 
dies to urban centres, especially in 
India. With the exception of Fox's 
(1969) study of a market town in 
North India, there arc not many full 
length anthropological studie>s devoted 
to small towns of India. Therefoie, it 
was hoped that the study of a small 
town would broaden and extend the 
understanding of changing democratic 
politicaf processes which in turn would 
allow a higher level of generalisation 
for a larger space. 

In accordance with the Madhya 
Pradesh Municipalities Act, 1961, 
(Number 37 of 1961), the Badnawar 
municipality was reorganised between 
1961 and 1963. In the reorganisation, 
new areas were incorporated in Bad¬ 
nawar. Prior to Independence, Bad¬ 
nawar municipality was functioning 
under the State of Dhar.'^ During the 


Dhar State period, the tahasiLdar was 
the executive head of Badnawar muni¬ 
cipality. The executive head had power 
to select members from among the 
s< nior and prominent citizens of dif¬ 
ferent religioUvS groups to form the 
“municipal committee”. The main 
function of the municipal committee 
was to advise and help the executive 
head to perform his duties. The tenure 
of the committee members, once they 
were selected, used to continue until 
their death, or, though rarely, until 
dismissal by the tahasildar. 

After 1948, when Badnawar became 
a district of India, the new municipa¬ 
lity was organised. But the first formal 
election for the Badnawar municipa¬ 
lity was not held till 1954, in accord¬ 
ance with the rule of the Madhya 
Bharat Municipal Act, 1954. The el¬ 
ected municipality completed its five- 
year term in 1959, and the second el¬ 
ection was held in the same year. But 
in 1961, a new act was passed which 
required the reorganisation of the Bad¬ 
nawar municipality. Due to the reor¬ 
ganisation, the third municipal election 
could not take place till the end of 
1963. After the completion of the 
third term of the municipality in Bad¬ 
nawar, Badnawar voters were supposed 
to go to the polls by mid 1968. But 
the election was not held until Decem¬ 
ber 20, 1968 because of the political 
instability*'' in the State. The descrip¬ 
tion presented here is based on the 
fourth municipal election of Badnawar. 

At present, Badnawar munidpality is 
divided into seven wards. Each ward 
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elects orie member to represent the 
ward in the Badnawar Municipal Coun¬ 
cil. The member is called Municipal 
Councillor. The seven Councillors 
elect a president, who may be a mem¬ 
ber of the Council or may be any 
person residing within the municipa¬ 
lity who is qualified to be a candi¬ 
date for election. Two vice-presidents 
are also elected, by the Councillors, 
from among the seven elected (Coun¬ 
cillors. If there are no elected women 
Councillors, the Council nominates a 
woman Councillor. The Council, con- 
stituteef in the above manner, becomes 
the key formal decision-making orga¬ 
nisation in which the president acts as 
the head. 

The election of the Councillors in 
Badnawar is hotly contested on party 
"tickets". The major partu's in 
Badnawar are Congiess and Jan Sangh. 
Howevei, the lollowers of the commu¬ 
nist ideology had run for office under 
the name of Kisan-Majdooi part>'. 
Hindu Mahasabha, which had b(‘cn 
merged with the Jan Sangh at the dis¬ 
trict level, was also repaved a few 
weeks before the municipal (Section 
and put up condidates in 1968. Latei 
in this pap< r, there is a detailed dis¬ 
cussion of the reasons loi the revival 
of the Hindu Mahasabha during the 
fourth municipal election of Badnawar. 
But befoie describing the fourth muni¬ 
cipal election of Badnawar, some of 
the traditional methods of decision¬ 
making in the "non-political” arena of 
Badnawar are described. Operation¬ 
ally, the non-political decisions are 
those which are taken outside th<‘ 
municipal Council and not by elected 
representatives. Secondly, such deci¬ 
sions do not affect, or involve, all in¬ 
dividuals of Badnawar. 

Fn the non-political aiena, the deci¬ 
sions are made on a variety of occa¬ 
sions involving many individuals, 
families, jatis, even whole religious 
groups of Badnawar. Such occasions 
arise whenever individuals, families or 
jatis quarrel on personal, economic, 
religious, or social is.sues. In most 
such cases, the people of Badnawai 
take the help of their elders, respected 
members of their jatis, and important 
persons of the town to resolve the con¬ 
flict. Only if the quarrel is not re¬ 
solved by this method, is the case taken 
for formal legal help. For this paper, 

I will take the four most salient as¬ 
pects of traditional decision-making in 
Badnawar. 

(1) Most of the decisions are made 
by a group of hereditary leaders. In 
Badnawar, such decision-makers are 


called panch. The panchs are gene¬ 
rally the ‘grey haired’, grandfathers of 
the town, who have been involved in 
decision-making lor quite some time. 
Or the decisions are made by those 
who are selected by the parties in con¬ 
flict. In the second case agreement by 
both the parties is necessary. It is ex¬ 
pected that the patichs in their role 
will act as impartial mediators. At 
the time of decision-making, the 
pancfis announce their moral strength 
of imparliality so that their decisions 
can be accepted. The number of 
punchs needed lo make a decision 
rang('S from one to five. But, ideally, 
there should bo five panchs to make 
a decision, lliese panchs make I heir 
decisions effective by putting moral 
pressure. The patichs also use their 
hieiarchical authority and wisdom of 
experience in decision-making. In 
most ca.st's, the panchs persuade both 
parties by pointing out the future ad¬ 
vantages or the past obligations to the 
people in conflict. 

(2) Regardless of the honesty and 
impartialit\" maintained by the panchs 
in reaching the decision, at some latr*r 
stage the mediated parties do accuse 
the jyanchs behind their backs of being 
partial or "having a soft cniiur for" 
one of the parties (individuals, families 
or religious groups, in this case). In 
most cases, the person who accuses 
the jyanchs also expiesscs the view that 
the d(‘cision was accepted under cer¬ 
tain personal or moral pressures by 
him or by his paity, 

(3) In almost all of the cases, the 
jxinchs reach their decision b\ con¬ 
census and declare the decision in such 
cl way that no individual punch can 
be held fully responsible for the deci¬ 
sion. As a principle, no single pancJi 
likes to take the full responsibility lor 
the final decision Although the sann 
jxitich would not miss the chance to 
assume full responsibilitv if the deci¬ 
sion were praised. Fin example, whi-n 
marriage negotiations betw'eeri two 
families take place, elder members of 
the jatJ act as "go-betweens” and help 
in reaching the final decision. In case 
the marriage is settled, alter the mar¬ 
riage celebration each go-between 
claims that he himselt was lesponsihle 
for the final negotiation. At the same 
time, if the negotiations fall through, 
the go-betweens will diffuse the res¬ 
ponsibility among the others. 

(4) The most valued thing in Badna¬ 
war is one's izzat. The concept of 
izzat can be translated literally as 
one’s "honour”, "prestige", or "pride”, 
although there is no really equivalent 


English translation. ' Everyone in 
Badnawar carefully guards this izzat^ 
as the loss of izzat means the loss of 
the most valuable thing in one’s life. 
People go beyond their means to keep 
up their izzat. Therefore, izzat be¬ 
comes the vital force behind decision¬ 
making, and in many cases it dictates 
the responses of many panchs and par¬ 
ties involved in decision-making. In 
every decision, the izzat is taken into 
sciious consideration and constant 
efforts aie made to keep up the izzat 
of every party involved including the 
panchs — although izzat becomes more 
valuable for those who are high in 
the economic status and jati hieiarchy. 

Keeping these non-political tradi¬ 
tional methods of decision-making in 
mind. I will now describe th(' munici¬ 
pal election of Badnawar held on 
Di-cember 20, 1968. 

The Badnawar Municipal Election 
1968 

By the middle of September votersv 
liadcis, and politicians started to get 
ready for the municipal elections. The 
Badnawar municipality Wvis at that 
time under Jan Sangh control, with 
tive Jan Sangh C’ouncillors and one 
Jan Sangh nominated woman Council¬ 
lor and two Congress Councillors. At 
the State levf l, the jan Sangh was the 
hugest constitutent of the coalition 
Government. It was, therefore, very 
important for Jan Sangh to keep in 
power at local level also in order to 
vindicate their political strength at 
State level. At the same time, this 
was also matter of izzat for the Badna- 
w'ar Jan Sangh leaders. Congress had 
lost in the 1967 general election from 
Badnawar constituency, and had lost 
control of the municipality too since 
1959 So most of the Congress party 
leaders and workers had lost their 
power and izzat, which they wanted to 
regain by controlling the Badnawar 
munic^pality^ The Kisan-Majdoor party 
had no major following in the town, 
and though one scho(il teacher and 
local shop-keepr'r had been running for 
office since 1959 they had never won 
the election 

Almost three months before the 
election, on September 15, 1968, the 
Congress party called the first election 
meeting at the residence of the Dhar 
District Congress president. Two 
major decisions were sunprised to be 
made: fl) to accept the resignation ol 
the Badnawar town president and elect 
a new president, and (2) to plan for 
the coming municipal election. 

At that time, no official meeting of 
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the Jan Sangh took place, and when 
it was held no outsiders were allowed 
into the meeting. However, Badnawai 
town Jan Sangh president allowed this 
author to collect data on their meeting 
and on the major decisions made by 
the party — though not the names of 
the candidates who might he given 
party tickets to run for oflice in the 
municipal election. 

No such formal (lection meeting 
was called by the Kisan-Majdoor party, 
though they started to talk about the 
I lection among party mcmbcis. 

At this time Hindu Mahasabha was 
still part of fan Sangh as it had been 
merged (‘arlier, and so no election 
meeting was held of this part\. Let us 
now describe in detail how the new 
president of fiadnawar Town Congress 
parly was (dected and how the candi¬ 
dates for municipal elections were 
selected by the different parlies. 

The Badnawar Town Congress paity 
election meeting was attended 1)V 28 
persons, including full members and 
sympathisers of the party, d’he d 1 scll^- 
sion at the meeting was initiated by 
the cider members of the party, hut 
.soon the meeting turned into excited 
arguments on the constitutionality of 
the election and on "who may vote in 
the election". Till this point, the Dis¬ 
trict president, at whose residence the 
meeting was called, maintained silence 
and did not participate actively in the 
meeting. But at this juncture, he was 
rcqut'stcd to solve the immediate con¬ 
flict. After some discussion, it was 
accepted by consensus to leave aside 
the constitutionality of right to vote, 
and instead, to "select" some one in 
the meeting who could best organise 
the paity and also help the party to 
select candidates for the forthcoming 
election. Two names were suggested, 
but hoth of them declined. Party 
niembeis insisted that one of the mem¬ 
bers accept the office, but he consist¬ 
ently lefused. So, after a short silence, 
the District president suggested the 
name of another person. This time 
there were signs of disapproval on' the 
faces of many members, but nobody 
spoke against it. At the same time, 
no n<‘w names were suggested. The 
man whose name was suggested, res¬ 
ponded after a while by saying "I will 
only become president if everyone 
agrees". In other words, the sugges¬ 
tion of the District president must be 
accepted unanimously. The final result 
was that the person , concerned was 
"elected" unopposed. 

Similar incidents were narrated by 
the president of the Badnawar Town 


fan Sangh party, which, this author 
observed, followed very strict party 
rules. Among the Kisan-Majdoor 
membeis, such occasions were not fre¬ 
quent, though I was told by the most 
prominent member of the party that 
they like to make their party decisions 
in a democratic way — which, to him, 
implicitly meant decision by consensus. 

Once the election ball started rolling, 
the preoccupation of Badnawar voters 
was speculation as to who would run 
on which parly ticket. At the same 
time, the Congress and Jan Sangh 
party leaders started to spy on one 
another to find out who would be the 
candidates foi election on the respec¬ 
tive tickets. I observed that a very 
high degiee of secrecy was maintained 
about the names of the prospectivt' 
candidates. Though all the anticipated 
candidates for election were known lo 
the entire town, nobody was sure who 
would run for office. This was more 
true of Jan Sangh candidates, as theic 
was more than one contender in 
each waid of the town. However, in 
the Congress part\, this author felt 
that the paity leaders were not able 
to find suitable candidates to run on 
their tickets for the Council. In the 
Kisan-Majdoor paity, however, every¬ 
one knew who would be the candi¬ 
dates as the number of their leaders 
was small. 

At this point a major political epi¬ 
sode occurred in Badnawar. fn the 
last week of October, I found that the 
Hindu Mahasabha would also put up 
a candidate against the Jan Sangh in 
the forthcoming election. It was quite 
sensational news for many townsmen, 
because it was thought that, for all 
practical purposes, Hindu Mahasabha 
was merged into the Jan Sangh party. 
The main spokesman for the Hindu 
Mahasabha in Badnawar told me in a 
series of interviews just before the 
election that the decision to run for 
office was taken unanimously by the 
members of his old party because of 
the widening ideological gulf between 
the two parties, fin the 1968 munici¬ 
pal election, the Jan Sangh gave a 
party ticket to a Muslim, which ex- 
Hindu Mahasabha members opposed. 
In later discussions and on further in¬ 
vestigation, I found that the Hindu 
Mahasabha*s main spokesman was a 
defeated candidate for the legislative 
assembly in 1967 on the Hindu Maha¬ 
sabha ticket. Knowing the strong 
position of the Jan Sangh in Badna¬ 
war, he made a strong plea to the 
leaders of the Jan Sanish to nominate 
at least one ex-Hindu Mahasabha mm- 


ber to run for office on a Jan Sangh 
ticket out of the seven wards. Impli¬ 
citly, he wanted to have the nomina¬ 
tion for himself. But as there were 
more contenders for the Jan Sangh 
tickets than there were tickets, and 
as, at the same time, the Jan Sangh 
' wanted to have the support of Mus¬ 
lims of Badnawar to win thq . election, 
the Jan Sangh party leaders turned 
down the proposal of the Hindu Maha¬ 
sabha spokesman. There were two 
reasons for their doing this: fl) they 
believed that Jan Sangh was so power¬ 
ful and well-supported that any one 
running on its ticket would win elec¬ 
tion in Badnawar, and (2) if a ticket 
was given to an ex-Hindu Mahasabha 
member to run for the Jan Sangh party, 
it would explicitly mean giving re¬ 
cognition to Hindu Mahasabha’s con¬ 
tinuing support in the town which the 
Jan Sangh w'as not prepared to do. 
There were many personal reasons 
which cannot be taken into considera¬ 
tion here. But the upshot of the epi¬ 
sode was the revival of Hindu Maha¬ 
sabha and the creation of a fourth 
party two weeks before “nomination 
day*. Once the Hindu Mahasabha 
was revived, it became an *‘izzat^ issue 
along w'ith a political issue for the 
leaders of the Jan Sangh to show how 
powerful they were in the town and 
for the Hindu Mahasabha to show that 
the Jan Sangh could not win the elec¬ 
tion without the support of the 
Hindu Mahasabha. In the guise of a 
political issue, an tzzat issue became 
the vital force in revitalising the 
Hindu Mahasabha in Badnawar. 

The Candidates’ Nominations 

The nomination deadline was an¬ 
nounced as November 10, 1968. So, 
by November 1, almost all talk in the 
town was of the election, especially in 
the main market area, where members 
of different parties gathered together to 
speculate on who would be the candi¬ 
dates in the election. One of the aims 
of such discussions was to find out the 
names of the candidates who would be 
nominated by the opponent parties and, 
at the same time, to generate confusion 
and speculation about the^ names of 
different party candidates. Every morn¬ 
ing, a whole set of new names were 
speculated about by all the four parties 
who were running for office. However^ 
the main tussle was between the Jan 
Sangh and die Congress, and in this 
the Jan Sangh leaders acted mom 
secretly than Confip’ess. The names of 
the candidates pf the Ki$an4Kf|toldoo^ 
party were (mown.eveiybodl^ 
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there were 'cmly a handful of persons 
who had run for ofBce in the {previous 
two elections. The names of the Hindu 
Maliasabha candidates were not made 
‘ public until the last minute, as the 
party was not able to find candidates 
who wanted to run for office on Hindu 
Mahasubba tickets. Therefore, let us 
describe in detail what factors were 
taken into consideration at the time of 
decision-making on the selection of 
candidates in the Congress and the Jan 
Sangh parties. 

The selection of party candidates was 
directly dependent on who would be 
the candidate from the opposite side. 
It was explained that, regardless of tht» 
party affiliations in a given ward, each 
person has his own economic, religious, 
familial and i^ersonal interrelations with 
the voters, which must be taken into 
consideialion before selecting a candi¬ 
date. It was thought that a person 
who has <iqua! or more vSimilar ties and 
interrelations with the voters, com¬ 
pared to what the opposing party’s 
candidate has, may he the best candi¬ 
date, as these factors would nullify the 
candidates' individual influence and 
make the election a straight fight 
on party basis. Another explanation 
was that, when two persons “fight", 
they should be of equal stiength, so 
l^oth the parties were matching their 
candidates against each other, to put 
up a good fight. But in order to win 
the election, it was important to have 
more strength. Such unequal strength 
of the two fighters could be achieved 
if one of the fighters docs not know 
the strength of his opponent. The 
leaders of both parties in Badnawar 
tliought that they could achieve this 
goal by keeping the names of their 
candidates secret till nomination day, 
and even on nomination day, more than 
one person, generally two, were nomi¬ 
nated by the party to fill the nomina¬ 
tion paper. The second person was 
treated as a dummy candidate. 

One week before the nomination 
deadline of November 16, 1668, six can¬ 
didates declared their nomination and 
the nomination pax>crs were filed In the 
municipal office. Among the six, were 
four Kisan-Maidoor party candidates 
and two Jan Sangh candidates, who 
were nominated by the party leaders 
because both the candidates were in¬ 
cumbent (sitting) members of the muni¬ 
cipal Council, and wore supposed to 
be very strong against the other can¬ 
didates in their watds. 

On the final day of nomination, 
Njoyeinber 16, 1068, tiiis author sat all 
in ther office of the tdwSdaf 


where nomination papers were sup¬ 
posed to be submitted. Members and 
leaders of all parties were there with 
fillecl-in nomination pai>crs in their 
hands, but no one was officially hand¬ 
ing over their papers to the tahastldar. 
Only in the afternoon did the Hindu 
Mahasabha candidates hand in their 
nomination papers to the tahasUdar, 
but the Congress and the Jan Sangh 
leaders were still waiting to hand over 
their papers. The leaders of both 
parties were waiting to know the names 
of their opponents so that they could 
make their last-minute decision as to 
who should be nominated for the elec¬ 
tion. All afternoon, the tahasUdar 
could ncjt do anything. The tahasU 
office was packed with party leaders 
and members and unknown candidates. 
Finally, an hour before the closing of 
the office, iiveiyone stood in a queue 
to file their nominations; but still they 
were watching carefully for the names 
of their opponents. At this point, each 
party had filed names of two candi- 
<lates for each ward so as to keep up 
the suspense till the ilate of withdra¬ 
wal which was two weeks later. 

At the intra-party level, the crucial 
decision to make was the selection of 
the candidates. The jati, socio-econo¬ 
mic status, recognition of honesty, and 
age of the candidate were key conside¬ 
rations in that selection. But the most 
important point was the willingness of 
the candidate to run for office, as it 
was thought by many people in Badna¬ 
war that political participation leads 
people toward dishon<*sty and makes 
the person controversial. The actual 
method of decision-making in the selec¬ 
tion of candidates was similar to that 
described earlier, in the case of Badna¬ 
war town Congress piesidont. 

The Election Campaign in 
Badnawar 

The election campaign in Badnawar 
was very much like those of pre-Inde¬ 
pendence war preparations in the State 
of Dhar. Each party had organised 
♦he “secret" campaign whose assign¬ 
ment was to meet individual voters and 
convince them hj vote for the particular 
party's candidates. In the campaign, 
the individual candidates were the 
focal x>oint of discussion and the part>' 
was referred to later. The major em¬ 
phasis in these campaigtis were on the 
qualities of individual candidates — 
such as their honesty, impartiality and 
‘Jess' political involvement, but aware¬ 
ness of the problems of the town and 
the voters. Another campaign method 
was to accuse the opposition candidates 


by pointing out their dishonesty and 
partialities shovTi by the candidates in 
other social activities. The technique 
was qsed openly against those candida¬ 
tes who had been Councillors or who 
were incumbent (sitting) Councillors of 
the Badnawar municipality. 

The most salient and common res¬ 
ponse of the voters to the political 
campaigner was “yes” to every candi¬ 
date — even if the particular voter 
was known to be a member of an op¬ 
posite party. With folded hands the 
campaigners would request the voters 
to vote for their candidate and the vot¬ 
ers responded “for whom else could t 
vote?", “Yes, definitely I shalb vote for 
your candidate”. But the voters and 
campaigners were fully aware that this 
kind of campaigning would not mobi¬ 
lise in their favour. So they adopted 
the technique of “secret pact” in gain¬ 
ing the support of the voters. 

One of the standard techniques was 
to make a secret and very personal 
appeal to the voter. One of the things 
which must be kept secret ,was the 
“real" intention of the voter, which in 
turn was thought would maintain the 
harmony of the community and the 
voter could maintain harmonious rela¬ 
tions with all the candidates in the 
ward. A corollary to such “secret 
promises" to be made by the voters 
was that an eye had to be kept on 
them in order not to allow them to 
meet with the opponent alone. Another 
way was to spy continuously on the 
activities of the opponents. One night 
before election, after sunset, a dozen 
people were policing the street where 
j I was staying. I was told that they 

were afraid that their opponents might 
buy the votes of the poor voters in that 
area. If they j)oli('od the area, they 
were sure the opponents would not do 
so. Similarly, man>' persons who be¬ 
came siippoileis of the Congress party 
weie jeally unooanmitted Jan Sahgh 
sympathisers whose fob it was to ketjp 
informing the party about the activities 
of the Congress. This continuous sus¬ 
picion on the part of every party was 
a quife salient feature of the campaign. 
Ideology was not the inajtu* emphasis 
of the election manifesto. Rather, the 
accusation of the past activities of the 
respective parlies was the major elec¬ 
tion manifesto. 

All four parties invited tlieir State 
and national leaders as a part of gene¬ 
ral campaign leaders before the elec¬ 
tion. In response, St^c iuid national 
leaders from all the four xjarties visitpd 
Badnawar to campaign on behalf of 
their parties. Their campaigning eon- 
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sisted mostly of speeches given on 
national and international issues. The 
important point was that, at each 
meeting, regardless of which party had 
call^l, almost the same audience came 
to attend the meeting. On one occa¬ 
sion when three parlies called their 
meetings on the same day (Congress, 
Jan Sangh and Hindu Mahasabha), 
people were distributed among these 
meetings somewhat .according to their 
party affiliations, but listeners also con¬ 
tinuously moved fiom one meeting 
place to another, which were not far 
apart. The loudspeaker propaganda in 
each and every street of the town in 
Badnawar was anoth<*i campaigning 
technique. In this kind of propaganda, 
speeches were given blaming the other 
partitas of dishonesty, i)ai'tiality, and 
inefficiency in their administration. Such 
speeches were seldom given by tin; 
candidates tlxemselves; rather, their 
supporters would speak on behalf of 
their parties and the candidates. 

The Election Symbols 

Each party in Badnawar had a 
symbol which was iisetl on their ballot 
papers. For example. Congress had 
a pair of bullocks with a yoke as their 
party symbol. The Jan Sangh had a 
lamp. The Kisan-Majdoor party had 
oars of corn and sickle, and the Hindu 
Mahasahha had a lion. During and 
after the municipal election, the sym¬ 
bols of each party weie given ndigioiis 
and social meanings. In this way, these 
political symbols ueie synchronised 
with socio-religious symbols. The 
socio-religious content of these symbols 
was used as the content of the political 
party. Many times, these symbols were 
directly used to connote the party. In 
other words, the political symbols were 
diffused to become socio-religious 
symbols. It was not difficult for the 
Badnawar leaders to diffuse and mani¬ 
pulate socio-roligious symbols with 
I)olitical symbols, because numerous 
socio-religious meanings for political 
symbols were available in their culture. 
It was up to the j)olitical leaders to 
decide what meanings they w'anted to 
give to the political symbols. And it 
was observed that the leaders did 
not make any conceptual distinction 
between the socio-religious and the 
political meaning of the symbols. For 
them it was all the same. 

During the campaign, all the clean 
walls of Badnawar were painted with 
pftrty symbols, and the symbols were 
also hung from the trees, l^lectric 
lights were focused on the symbols to 
them up at night. In the pro¬ 


cessions and the rallies in the town, 
many other 60 ek)*'re}igk>us symbols 
were utilised by all the parties. For 
example, bana procession of the can¬ 
didates were taken out in the town 
before election^ ^ to symbolise the im¬ 
portance of the occasion. During the 
campaign, religious rituals were per¬ 
formed as if the candiclates were going 
on the warpath. The election “victory” 
was celebrated in ways parallel to 
tliose of war victory in the past. On 
the street, supporters, candidates, and 
voters, hnggetl each other; powder 
colours were sprinkled on the foreheads 
as if they were celebrating 
Large victory processions were taken 
out in the town, in which party sym¬ 
bols were given concrete shapes (like 
many pairs of bullocks as a part of the 
Congress i>rocession). In political 
terms, the 1968 Badnawar municipal 
election was profitabh' to the Congress 
party as they captured the municipa¬ 
lity by winning four seats in the seven- 
member Council. The remaining tliree 
scats went to Jan Sangh. 

After describing the traditional 
methods of decision-making in the non¬ 
political arena of Badnawar and the 
1968 Badnawar municipal election, one 
would like to compare these two 
methods of decision-making. The 
coinpaiison will be made to show how 
the non-political, traditional methods 
of decision-making iiifliiente present 
poli t i lal decis ion-m aking. 

The method of election of the Bad- 
navviir town ('ongress paity’s president 
and the candidates' selection during 
the Badnawar municipal election by 
various parties show a similarity of 
political and non-i)olitical, traditional 
decision-making. The political leadcis 
of Badnawar, even alter accepting in 
principle the demociatie methods of 
decision-making, elected the towns 
Congres?^president by consensus and 
called it a unanimous election. The 
leaders with higher authority, or oldei 
in age, W'crc asked to make decisions 
for their younger and lower-ltwel 
leaders. Just after this election, a few 
members of the Congress party told 
me that they were opposed to the elec¬ 
tion of Congress party’s town president; 
however, they did not say anything, as 
h(i was suggested by the District pre¬ 
sident. In later discussion, the District 
president indicated that he simply sug¬ 
gested the name, and It was up to the 
local members to elect a president oi 
their choice. It was not his responsi¬ 
bility. Tlie nature and the implication 
of the decision was no different than 
the traditional one. 


At the time of the nomination^ the 
care taken to keep complete scci^cy 
regarding the candidate's name before 
nomination day, tlie nomination of 
two candidates for one office by the 
same party, the careful assessment of 
the individual candidates' strength 
rather than the party’s strengh, are 
some of the best examples to show how 
cultural values iniptnge upon the demo* 
cratic process, which, in turn, will 
cliange democracy to fit the values off 
Hadnaw'ar. 

The secret ballot system in election 
was one thing that w^as most liked in 
Batlnawar, because the secret ballot 
system allowed voters to say “yes** to 
(■ver>^ candidate during the preceding 
campaign and also allowed them to 
make “secret alliances” without ever 
h(‘ing exposed. The voters expected 
tliat the losing candidate w'ould accuse 
and suspect many of his friends and 
supi)ortors, but this would not disrupt 
the life of the voters because It was 
only accusation without proof — a 
v('ry similar situation to traditional 
oiu\s, 

Tzzdt sc'cms to be the key concept, 
even above ‘"political beliefs” in Bad- 
iiawar. In discussions and interviews, 
many leaders and infoimants pointed 
out that, com cm about the loss of izzet 
and of power led to the revival of the 
Hindu Mahasabha. On the surface, it 
seemed that it was the difference in 
political ideology that was responsible 
for th(‘ revival of the Hindu Maha¬ 
sabha. But in reality izzat and the lure 
of pow'cr became the deciding factor. 
In othoT words, cultural values defini¬ 
tely impinged upim the democratic 
political pioecsses. 

During the carniiaign, tlie successful 
and effiative nielhofls used lor gaining 
support and votes wen* the ones that 
had also been used in I lie iK)n-political 
domain in Badnawar. k'(jr (example, to 
infliKMiee the dc'cision of a prospective 
gloom’s fathei, kiiisliip an<l jati net¬ 
works are iised. In ease of socio-eco¬ 
nomic and personal conflicts, pressures 
art' used on nni' or lioth parties to the 
dispiiti* by the olde'r and prominent 
inembeis — eonstitiiting the paficfi — 
to persuade them accept the terms of 
agieerucut. In the electioii, the candi¬ 
dates were using precisely the .same 
It'cJmiijues, in addition to mass media 
tcehni<|ii(?s, to w'iii thf‘ voters to their 
side. 

The; propaganda of symlx>ls rather 
than of ideology, the manipulation of 
political symbols by giving religious 
meanings to them, the perception of 
election as a “fight”, tlie celebration of 
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political victory as religious festivals, 
clearly shows tlu' “acci’lturation'* of 
democracy. 

Notes 

1 Pye and V(!d)a (1965: p 7) have 
ativanced the conca pt of “political 
culture” in thcii discussion of poli¬ 
tical dcvclojimciit. 

2 Rudolph and Rudolph (1967) have 
used the t<‘nn “political inodeni- 
isation” in a sinulai manner that 
“political devcloiiincnt” was used 
hy P>(' and Verha (196o) and Ko- 
thaii (1970). Kolhari (1970; p 3) 
has ohscivcd that fndia is “seeking 
to incorjioiatc inl<i its womb the 
best elements ol tlie cultine oi the 
modem vvoild without at the same 
time destio\ iug its age-oltl tradi¬ 
tions and divi'isities”. 

3 The teim “tiaditional' is us<*d as a 
eategoi> lalhei than a stage. The 
term "Imditionalism” lias been useil 
as an opposition to “modernity” 
but hen' I bav<‘ ojauationalised 
the te:m “Irailitional' as cultura] 
eontinuity in sot i.il .ittiludes and 
institutions. In this n-spect, it is a 
piocess of handing down of infor¬ 
mation, beliefs, and customs by 
woid of inoiilh .md ]»y example 
from one. gem iation to another. 
Therefoie, the most sah>nt fea- 
tnie of an\' tr.idition is its conti¬ 
nuity which has not lirokc-ii down 
or been K'plac'ed bv the intiodue- 
tion of deinoejac> in India ex¬ 
cept that Indian tiadition is com¬ 
ing into c'oidlict v\ illi the new sets 
of dc'mocralie values. T am using 
the*, teiin tiadition.il m the above 
sense. 

4 Opeialionally, the t<Mm “dc’cision- 
making” nif’ans (a) the w.iy people 
pel form tht'ir activities to rc'ach 
an agreeinc-nt m th< case of any 
conflict; (b) a method by which 
the goals are achie ved by using a 
prescril>ed eriteiia and available 
evidences. 

5 See for example Agiawal’s (1970a) 
discussion (»n political decision¬ 
making in tlu‘ eoiit(‘xt of a small 
town; also Rosenthal (1968: pp 
269-303). 

6 This researc h w as supported by 
Vilas Tiavelling Fellowship (1967- 
68 ), University of Wiscon.siri Gra¬ 
duate School Fellowship fl968). 

T am thanklul to all these agencies 
for thr*ir suppoit. I am also grate¬ 
ful to the then mnnicinal presi- 

Wurdi Chand Sarar, and the 
lirescnt President, Jawahar Bhai, 
and the Omncillor, Wardi Chand, 
and Sacliq Bhai, who were holp- 
bil to me dming the progress of 
this study. 

7 Aceordmg to Matlhya Pradesh 
Miiuicipaiities Act, 1961, there 
are four classes of niiinicipalilies 
in Madhya Pia<lcsli aeeording to 
th(‘ir populatiim, Jn District Dhar, 
the si.x niuiiicipalities according to 
their population and class are as 
follows: 

Name of 

Mtmicijyalttjf ropiiltition Class 

Dh;ir City 28,325 II 

Kukshl Town 10,123 Ul 


Badnawar 

6,821 

IV 

S.irdarpur-Rajgai’h 

7,410 

IV 

Manawar 

8,326 

IV 

Dhannpiuri 

5,584 

IV 


(according to the Census of India 
J96J). 

8 In a recent study of a Columbian 

small lowii, Richardson (1970; 
p 50) found that Pedro 

small totvn constitutes the end 
point of a network that extends 
thioiigh the regional capital of 

Cali. . However, Fox (1969 : 

pp 125-141) 111 the context of 

inaiket town of India, makes si- 
milai comments as those of mine. 

9 Prior to 1948 the present District 
of Dhiu w'as the princely State 
of Dhar. 

10 The Madhya Pradesh Govern¬ 
ment was a coalition of many 
paities in which Jan Sangh was 
the hugest party. In mid-June 
1968, there wms a strong possibili¬ 
ty ol ihr, iall of the coalition 
Government, 

1 1 The Election Commission of India 
has given election symbols to each 
State and national parties. So a 
national party can use the same 
symbol throughout the country. 
For example. Congress uses 
“tw'O bullocks with yoke on” as 
their election symlxil tliroughout 
India. 

12 Barm is a marriage piocession 
g(.*ne,rally taken out in the streets 
a few’ (lays before the actual inar- 
ri.ige. For detail see Agrawal 
(1970) and Mathur (1964). 

13 Similar comment.s were also made 
by Md>er (1963) in context of 
Dew'as municipal election. 
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Self-Employment of Engineers 

ENGINEERS employed by Motor In¬ 
dustries (MICO), an Indo-German ven¬ 
ture in Bangalore, are being encouraged 
to open their own small-scale industrial 
units for the manufacture, of ineci'^ion 
eoniponeiits for both MICO and other 
eoinpaiiies. Alter completing their train¬ 
ing in MICO factories, in the produc¬ 
tion of sophisticated components for 
fuel injection etiuipment, some of the 
more progressive engineers have left 
MICO and the company has purchased 
some of its requirements from them. 
Indeed, since the first engineer took over 
a running concern to produce ancillaiy 
parts for MICO in 1962, seven other 
employees have now started small indus¬ 
trial units anld have progressively im- 
pioved their manufacturing processes. 

The role of small-scale industries in 
increasing employment potential has 
been publicly emphasised; and the 
small-scale sector, given the necessary 
giiidance, can prodtice many of the 
large number of small components re¬ 
quired in the process of manufacture of 
fuel injection and other ctiuipment. To 
increase the participation ofn small-scale 
industries, MICO has recently establish¬ 
ed a cell of qualified engineers who 
c’ould guide and assist small entrepre¬ 
neurs in the manufacture of components 
that are needed by the company. Ad 
exhibition of these components organis¬ 
ed by MICO gives a view to the smalt 
entrepreneur of the opportunities idx ■ 
diversifying his manufacturing . pro* 
gramme. 
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Poverty id India 

A Comment 

S S Madalgi 


IN ‘Poverty in India — V (January 2, 
1971) V M Dandekar and Nilakantha 
Rath measure' the extent of poverty in 
India and suggest important measures 
such as scale of national minima etc. 
On the extent of poverty in India, the 
broad conclusion of the study may be 
stated as follows: “In 1960-61, about 
one-third of the rural population and 
one-half of the urban population lived 
on diets inadequate in respect of 

calories". After examining Statewide 
data, the authors argue.; “but cvery- 
wlicre the incidence of poverty is 

much greater in the urban areas than 
the rural areas. If we apply the State- 
wise estimates of the proportion of the 
urban population living on inadequate 
diets to the Statcwisc urban population 
in 1960-61, it seems that, in that year, 
42 million iirhan people, which is about 
54 per cent of the total uiban pf>piila- 
tion, lived on diets inadci^uate even in 
respect of calories. Adding this num¬ 
ber to tile estimate <jf rural population 
living on rnadt'quate diets, namely 135 
million, it seems that in 1960-61, Ix-t- 
vveen 175 million to 180 million peujrle 
in the country lived on diets inadequate 
e.ven in respect of calories. This 
briefly is the measuie of the extent 
of povt^rly prevailing in the country 
at the ]>eginiiing of the last decade." 
p 32. 

This conclusion presents a dismal 
picture of poverty in India insofar as 
urban area is conaTiied. It is well 
known that a large proportion of the 
rural population is undernourished, or 
to put it in the Dandckar-Raih way, 
they lived on a diet inadequate in res¬ 
pect of calories. In one of his studies 
P V Sukhatme observed, “it would ap¬ 
pear that as a conservative estimate, a 
quarter of India’s households were un¬ 
derfed during 1935-48 . . . and between 
1935-48 and 1955-58 there was no ap¬ 
preciable quantitative change in the diet 
of the people*'.^ In one of my studies,®! 
had estimated the proportion of' popu¬ 
lation undernourished at about 35 per 
cent in the rural area and about 10 per 
cent in the urban area. The Dandekar- 
Rath measure of poverty in the rural 
. 4 (]rea is thus in broad agreement with 
my estimates. However, in respect of 
urban area, there is a large difference. 

If we ^sely .examine the Dandekar- 
Rath methodology of measuring pover¬ 
ty, wo notice that the entire super¬ 


structure of analysis of poverty is based 
on one crucial point, viz, quantity of 
foodgrains (616 gm) consumed by th(? 
intiiilhly expenditure class Rs 13-15 
(rural) of the National Sample Survey, 
1960-01. According to the authors, at 
(he rate of 3.3 calorics per gm of food- 
grains and substitutes, 616 gm report¬ 
edly consumed by the monthly expen¬ 
diture class Rs 13-15, supplied 2,033 
calories per capita per day. Other foods 
such as edible oils, sugar, fi.sh, etc, sup¬ 
plied about 200 calories, thus enabling 
the p('rstms in this expenditure class to 
attain the overall nutritional norm of 
2,250 calories. As foodgrains consump¬ 


tion levels of persons in the first three 
expenditure classes (c g, Rs 0-8, Rs 8-11 
and Rs 11-13) were lower than 610 gm, 
they suffered from undemutrition. 
.Along with half the population in the 
expenditure class Rs 13-15, the pro¬ 
portion of population undemounshed 
constituteck 33.12 per cent of the total 
lural ixjpulation. 

As for the urban area, Dandekar- 
Rath assume that the urban households 
sc*curc “th(^ minimum calorie require¬ 
ment of 2,250 at levels where their 
consumption of foodgrains and siibsti- 
tut(‘s rcachc's 490 gm per person per 
day . . . This level is reached only at 


Tablf I : Consumption or Fooikirains in 1960-61-- Rural Population 


l:\penflilure 

Class 

(Rupees per 
Month) 


Percentage 
of Popula¬ 
tion 


Numfer Per Capita 
of Persons MonthI> 
(Millions) Consump¬ 
tion of 
Foodgrains 
(in Seers) 


Per Capita 
Annual 
Consump¬ 
tion (in 
Seers) 
(Column 
12.167) 


Per Capita Total 
Annual Consump- 
Consiimp- tion (in 
non (in Million 


Kgl 


Tonnes) 
(Column 
3 X Column 
6 ) 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

0-8 

6 38 

22 99 

10.07 

122.52 

114.31 

2.628 

8-11 

11 95 

43 06 

14 20 

172 77 

161.20 

6.941 

11-13 

9 88 

35 60 

16 70 

203.19 

189.58 

6.749 

13-15 

9.82 

35.39 

18.96 

230 69 

215.23 

7.617 

15-18 

J.1.79 

49.69 

19.66 

239.20 

223.18 

n 090 

18-21 

11 44 

41.22 

21.45 

260,98 

243.50 

10.037 

21-24 

9 03 

32..54 

22 17 

269.74 

25J.67 

8.189 

24-28 

7.72 

27 82 

21.86 

265.97 

248.15 

6.904 

28-34 

7.66 

27 

24.76 

301 25 

281.07 

7.758 

34-43 

5.93 

21.37 

27,34 

332.64 

310.36 

6.632 

43-55 

3.12 

11.24 

28 55 

347 37 

324.09 

3.643 

55 and above 

3.28 

11.82 

36.19 

440 32 

410.82 

4.856 

All classes 

100 00 

360.34 

20 29 

246.87 

230 33 

83.044 


Source : NSS 16th Round (No 138, Tables 1.4 and 2.4). 

Table 2 ; Consumption of F<3onGRAiNS in J960-6I - lJRr»AN Population 


Expenditure 

Percent 

Number 

Per Capita Per Capita Per Capita Total 

Class 

age of 

of Persons Monthly 

Annual 

Annual 

Consump¬ 

(Rupees per 

Popula¬ 

(Millions) 

Consiimp- 

Consiimp- 

Consump- 

tion (in 

Month) 

tion 


(ion of lion (m non (in 

Foofigrains Seers) Kg) 

(in Seers) (Column 

4x 12.167, 

Million 

Tonnes) 

(Column 

3 X Col¬ 
umn 6) 

(1) 

(2) 

(3) 

(4) 

(5) 

(b) 

(7) 

0-8 

2 T5~ 

1.70 

10 09 

122 17 

114 54 

0.195 

8-11 

5 49 

4 33 

1M3 

135.42 

126 35 

0.547 

11-13 

7.19 

5.67 

12.15 

147.83 

137.93 

0.782 

13-15 

6 86 

5 41 

12.48 

151.84 

141.67 

0.766 

15-18 

10.71 

8.45 

13.30 

161 82 

150.98 

1.276 

18-21 

11.40 

8.99 

14.05 

170 95 

159.49 

1.434 

21-24 

9.68 

7.64 

15.50 

188 59 

175.95 

1.344 

24-28 

11.03 

8 70 

16 08 

195.65 

182.54 

1.588 

28-34 

9.34 

37 

15.78 

192.00 

179.13 

1.320 

34-43 

9.61 

58 

16.35 

198.93 

185.60 

1.407 

43-55 

7.04 

55 

18.13 

220 59 

205.81 

1.142 

55 and above 

9.50 

7.50 

16.35 

198.93 

185.60 

1.392 

Alt classes 

100.00 

78.90 

14.72 

179.10 

167.10 

13.193 


Source : NSS 16th Round (No 138, Tables 2.4 and 2.9). 
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per capita intjnthly expenditure of Us 
21-24" (p 30). In other words, popula¬ 
tion in the monthly expenditure classes 
Rs 0-8 to Rs 18-21, and half the popu- 
lalipn in the class Rs 21-24, had in¬ 
adequate diet even in respect of calo¬ 
ries and they constituted nearly half of 
the ur])iin population. 

i)aiKl<*kar and Ruth do not give any 
scientific explanation for adopting 490 
gin us the nutritionally required quanti¬ 
ty of foodgiains for uiban people. All 
that they say is that “urban lioiiseholds 
spend less on food than do rural house¬ 
holds at coi responding level of total 
expenditure and .. . that the uiban 
lious('lu)lds‘ sjiCMul cuinpaialively less on 
toodgrains and iiioie on other items ol 
loud such as edilde oil, ghee and but- 
t<‘i, sdgai and gnr, and milk, meat and 
fish. Ihiis they derive proportionate ly 
inor(' ('iilorjfs iioan lofjds other than 
foodgiains and substitutes. II these 
aie taken into aLeonnt, the NSS data 
suggest tlicit lli(‘ urban lionsehoJils se¬ 
cure the ininimuin ealorie lequiiement 
ot 2.250 at levels wbcie their consump¬ 
tion of foodgiains and substitutes 


reaches 490 gin per person per day" 
(P 30), 

One gets the iinpres.sion that Dande- 
kar-Rath assume G16 gm as a highly 
icliable level of lural per capita con¬ 
sumption of foodgiains and substitutes, 
and that aftiT making some ad hoc al¬ 
low aiut* for high prii'cs and for relati¬ 
vely lower iinpoitanee of foodgiains in 
the uiban consumption pattern, arrive 
at -^190 gm as the level of food grains re- 
<iuircd in urban area to attain the nu- 
tiitional noun. 

TJicy hav(' gomi cximplctely wrong 
precisely in making this assumption. If 
the food grains consumption levels of 
\'SS wcie icliable, aggregate annual 
consLimplioii ol loodgrains, d<*rived from 
pel capita jiei month figures of NSS 
sliould lie sonicwheie near the figure of 
natio-nal availability derived from pro¬ 
duction, impuils, etc. That this is not 
u) is cliMilv shown in Tables 1, 2, 3, 
and 4. Tt would be seen that, on the 
basis i)i NSS data, total consumption of 
foodgiains in the iiiral and urban areas 
III 19()0-(U amounts to 06.2 million ton¬ 
nes. As against tliLs, availability during 


1960-61 was as follows: 

Million tonnes 


1) Production in 1960-6i 82.05 

Deduct seed, feed 10.25 

^vastkge at 12.5 per cent 

2) Net availability 71.77 

3) Deduct Government 

procurement (average 0.91 

• ot 1960 and 1961) 

4) Add Government issues 

(average of 1960 and 1961) 4.45 

Total (onsumption 75.31 


It would, thercfoie, be seen that food¬ 
giains consumption as reported by NSS 
are far too high. For the rural and 
uiban aica together, overreporting is 
almost 27.7 iKn* cent. It cannot be ar¬ 
gued that the ndcase from private 
slocks ot foodgrains accounts for the 
high NSS consumption levels. Pioduc- 
lion during 1958-59 to 1960-61 was 
higher than in any preceding year and 
tlierc was, theiefore, no reason fox 
piivate stock.s to markedly decline in 
order to enter consumption during 
1960-61. In otlier words, an element 
of overestirnation in NSS consumption 
data is inescapable. 


Table 5 : REUABiLirY of NSS Foodgrain.s Consumption Levels 


Hxpendilure Class Per Capita Consumption Consumption in Consump- Consump- 

(Riipces per Month) - -- -Excess of Nutrition- tion Rc- tion in 

(Per Month) (Per Day) (Per Day) al norm (Gm) quircnicnls Excess of 

--- - — - --accouiing Nutri- 

(in Seers) tinSccis) (in Grams) to Nulri- tionally 

tional Required 
Norm Quan- 

(Rural) tily 



Rural 

Urban 

Rural 

Uiban 

Rural 

Urban 

Rural 

Uiban 

(Million Tons) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

0-8 

10 07 

10 09 

0.34 

0.34 

313 

314 

—200 

• 115 

4 306 


8-11 

14.20 

11 .13 

0 47 

0.37 

442 

346 

—71 

83 

8.065 


11-13 

16.70 

12 15 

0.56 

0.41 

519 

378 

! 6 

51 

6 .668, 

+0.081 

13-15 

18.96 

12.48 

0.63 

0.42 

590 

388 

; 77 

— 41 

6.628 

i 0.989 

15-J8 

19.66 

13.30 

0.65 

0 44 

611 

414 

: 98 

15 

9.307 

-a 

00 

Ui 

18-21 

21 45 

14.05 

0.71 

0.47 

667 

437 

1 154 

! 8 

7.721 

+2.316 

21-24 

22.17 

15.50 

0,74 

0.52 

690 

482 

i 177 

r 53 

6 094 

4 2.095 

24-28 

21.86 

16.08 

0.73 

0 54 

680 

500 

-bl67 

4 71 

5 210 

^ 1.694 

28-34 

24.76 

15.78 

0 83 

0 53 

774 

494 

-b261 

i 65 

5 170 

} 2.588 

34-43 

27.34 

16.35 

0 91 

0.55 

849 

513 

-1-336 

1 84 

4.002 

f 2.630 

43-55 

28.55 

18.13 

0.95 

0.60 

886 

560 

f373 

f 131 

2.106 

^ 1.537 

55 and above 

36.19 

16.35 

1 21 

0.55 

1129 

513 

4-616 

1 84 

2.214 

4 2.642 


18.355 


Notes : Figures in columns 8 and 9 have b^en derived on the basis of nutritional requirements of 513 gm pci day for rural area 
and 429 gm per day for urban area. 

For methodology for these quantities vide ‘Foodgrains Demand Projections 1964-65 to 1975-76* Reserve Bank of India 
Bulletin, January 1967. 
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Table; 6 : Calorii* DcFicmNCY of Rural and Ukiian Population 1960-61 


Rural Urban 

MonthI> per Foodgrains Foodgrains Column 3 Foodgrains Foodgrains 

Capita Expentliturc and Sub- Only (Gm) After Dcfla- and Sub- Only (Gm) 
(Riipcjs) slitutes(Gm) ting bv 24 stitutes (Gm) 

Per Cent 
for Overesti¬ 
mate (Gm) 


(I) 

(2) 

(3) 

(4) 

(5) 

(6) 

0-8 

356 

313 

238 

(—54) 

332 

314 

(—27) 

8-n 

480 

442 

336 

(35) 

377 

346 
( -19) 

11-13 

560 

519 

394 

(-23) 

388 

T 

00 

42 

13-15 

616 

590 

448 
( - 13) 

4J2 

388 

(10-) 

15-18 

625 

611 

464 
( 10) 

418 

414 
( 3) 

18-21 

675 

667 

507 
(- 1) 

445 

437 

(12) 

21-24 

705 

690 

524 
( 4 2) 

485 

482 
(-1 12) 

24-28 

690 

680 

517 
( r- 1) 

506 

500 

(f>7) 

Note 

Figures in brackets in 
dehcicncy (as per cent) 

Column (4) and Column (6) 

refer 

to nutiitional 


IVrusal ut NSS data shows tliat over- 
reporting is most likely to he in tlio 
rural area, since the urban consumption 
levels do not appear unbelievably hi^h. 
The arithmetic r)f the rural-urban sbaie 
in national supply of foodgrains in 19G0- 
61 is worked out in Tables 3 and 4, on 
the assumption that all procured food- 
grains were distributed to the uiban aieu 
and that the niial aie.i did not r<‘e(‘ive 
any loodgrains through Ckwonment is¬ 
sues. These tables cleailv sIkjw that 
NSS coiisuini^lion U vels au; bigber b> 
31 7 pel cent than the probable avail¬ 
ability ol foodgiains to thti riital area. 
If this is true, tlmi NSS niuil eijnsump- 
tion levels need to la- Hcliiei'd by 24 
per cent to make them realistic and ac¬ 
ceptable with confidence. 

It also appt‘ais that the eh nient of 
overrepoiling in NSS data is in 
CApendituie class. Bt'fuie \\c analyse the 
data in Table 5 it woiikl be necessary to 
point out the iiielbodology adopted foi 
deriving colimms 8 and 9 of Table 5, 
which is slightly different fioni that 
adopted by Dandt'kai and Hath. The 
calorie content of difleient foods is de¬ 
rived by Dandekar and Hath on the 
basis of an article ‘Diet in Mahaiash- 
tra’ by Telang, Vidvvans and Funtarn- 
bekar. On that basis, they get 3.3 as 
calorie equivalent of one gin of food- 
grains. On the otlier hand, a .study® by 
P V Sukhatme shows that, for all-India, 
calorie content of tine gm of foodgrains 
would be 3.5. Tims by adopting a 
lower calorie equation, the Dandekar- 
Rath methodology oveiestimates the 
quantitative requirement of foodgrains 
for attaining the nutritional norm. Ac- 
twtling to my study int ntioncd earlier, 
taking into account the consumption 
pattern in the rural and urban areas, 
the nutritionally required quantity of 
foodgrains per capita per day would be 
513 gm for the rural area and 429 gin 
for the urban area. 

Rcverb’ng to Table 5, it may be seen 
that, even if we make the most unreal¬ 
istic assumption that all rural persons 
in all the expenditure classes except the 
lowest two were consuming just the nu¬ 
tritionally required quantity, the quan¬ 
tity of such hypotln^tical ‘excess con¬ 
sumption* is yet less than the quantity 
as overestimated by NSS. This only 
shows that the element of overestima- 
lion is a fcatiue of all the expenditure 
class^is. In other woids, we have to 
roduee thi; NSS consumption levels of 
foodgrains by 24 per cent in respect 
of every expenditiiie class in ibe rural 
area. 

After such adjustment, the consump¬ 
tion levels of various expenditure classes 


aie as shown in Table 6. If wc ignore 
mitiitional defieieiiey of 10 per cent or 
h;ss, consickiring it not seiioiis enough, 
we notice that the lowest three expen- 
dituie classes, and half of the popula¬ 
tion in the class Rs 13-15, was under- 
iiouiished in the uiral area and persons 
in the lowest two expenditure classes 
and half those in the class Rs 11-13 
were undernourished in the urban area. 
The proportion of population iinder- 
iiouiishcd was 33.1 per cent in rural 
area and 11.2 per cent in the urban 
area. On the other hand, the Dandekar- 
Rath estimate for the urban area was 
48 per cent wliich appears to be wrong. 

In view of this error, the various ex- 
idaiiations given by Dandekar and Rath 
for the high level of urban poverty aie 
unjustified. For instance, they o])scrved, 
“this low c<jTisumption of foodgrains In 
urban areas is only partly due to higher 
urban prices ... the urban houses have 
other pressing claims such as housing*' 
(p 29-30). 

The abov(‘ i^rrois in the estimation of 
undeinoinished population would also 
serioii.sly affect (he norm pf national mi¬ 
nima estimated by Dandekar and Rath, 
bt.'cause wc cannot accept with c-onfi- 
denco the assertion by Dandekar and 


Rath that “an annual p<^r capita urban 
expcndituie of Rs 271 is to be iegaidt‘d 
as equivalent to an annual per capita 
rural expenditure of Rs 170“ (p 30). 

In the section *The Poor — Who 
They Are*, Dandekar-Rath have given 
an excellent analysis of the groups of 
rural population that arc poor and one 
can agree with it. As regards the urban 
poor, they observe “The urban poor are 
only an overflow of the rural poor into 
the urban area. Fundamentally, they 
belong to the same class as the rural 
poor. However, as they live long enough 
in mban poverty, they acquire charac¬ 
teristics of their own. Little is known of 
their life and labour in the growing 
cities'*. J^erhap.s Dandekar and Rath 
(lid not succeed in identifying the urban 
poor, becaus(; they did not know that 
such poor people were far too ftnv to 
catch their attention 1 

Notes 

1 “Feeding India's Growing Millions”, 
P V Sukhatme, Asia Publishing 
House, 1965. 

2 ‘Foodgrains Demand Projections: 
1964-65 to 1975-76*, Reserve Bank 
of India Bulleiin^ January 1967* 

3 “Feeding India's Growing Mll- 
liQDs'\ see Table 1.1» p. 34. 
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Economists’ Case against Liner 
Conferences 

A Comment 
H M Trivedi 


I HAVE lead with interest S N Saiik> 
lecha’s alilo review “Kconoanists’ Caise 
aviainst Liner Conferences"’ (October 10, 
1970, p 1687). 1 have, also seen the 

liook reviewed C‘The Economic of Ocean 
Freight Rates” by Esra Dennathan and 
A A WaltiTs). The review has provok¬ 
ed some ixifiections in which your read¬ 
ers may lie interested. 

The book and the ix'view both suli- 
scribe to the view that the economic 
princiiiles on the basis of which freight 
ratf's are fixed by liner shipiiing confe¬ 
rences reiiuirc investigation. Jt may 
seem odd to question this basic assump¬ 
tion. In lh(i context of the container 
revolution and the inflationary expan¬ 
sion of labour and other costs at ports 
thionghoiit the world, 1 doubt whether 
it is possible to discov<*r these princi¬ 
ples. Is it possible now to analyse ino- 
,dein liner shipping rules cither in Iciins 
ol thr; ('eonomics of transportation or of 
taitel lati'S with a view to maximising 
profits? In the economy of what is es- 
staitially an international service organi¬ 
sation, vvht*re st(!vedoriiig constitutes 
appioximately 20 pei cent of the costs, 
and stevedoring, crew wages and port 
»c'harg<‘s together constitnU,* roughly 50 
per cent (all of which, among others, 
ar(; wholly beyond the control of the 
Conlerences), is an analysis of the eco¬ 
nomics of maintaining the service pos¬ 
sible in terms of the cla.ssical principles? 
Where fixed costs arc now almost rt- 
fjuired to take care of a ixirtion of the 
SO'called margin of profit, is it possihh? 
to separate costs and analyse them? 
Variable costs also usually have their 
parameters. In modern conference liner 
service, even the parameters are indctei- 
minate. The model which the authors 
have const meted is no more than re- 
eordt^d iK’haviour of rates over a past 
period. I suggest that an analysis of 
costs of liner shipping is, in the cui- 
rent context, merely a recoril of the re¬ 
sidual impact on liner shipping of fn- 
ternatioiial cost Increases wholly beyond 
the control of the linos. 

I would even venture to suggest that 
the principle of fixing rates on "what 
the traffic will bear” basis is no longer 
either valid or in operation. The lines 
acting as a conference engaged in any 
particular trade route now proceed em¬ 
pirically on the basis of maintaining, as 


far as is possible, a level of gross re¬ 
venue from the trade sufficient to meet 
the costs and possibly leave a margin 
for the rcplaerinent of tinmagc. The 
margin of profit is never earned or in¬ 
cluded in costs but is an unknown rc- 
.sidiie left in the hands of the lines. 

In the fixation ol trump cargo rales, 
the rate is enstoinarily fixed purely by 
market forces, by tlic relation between 
demand lor ships and supply of sliips 
at that moment. This is constantly 
changing. Each fixture is a separate 
baigain. Rates iihiy double, or treble, 
or diminish in a lew weeks. No one 
scre^ams if this hai^pens. No one claims 
that his business is niim'd. No one 
blames the inaiket. It is above eiiticism, 
like an act oi Cod. Unfortnuatcly, 
lineis cannot rely upon this siinidc me¬ 
thod, jiartly because they are carrying 
a miscellany ol cargo, the mix of whii h 
they c«mnot predict, and ])aitly ho- 
eanse oii<‘ pail of their seivici? to a 
tiade is to ([note rales fixed for some 
penod ahead to enable lorward business 
to 1)0 done, and partly bc*eause the\ aie 
fixed in th<* tiadcr ami cannot follow 
whatevei is the best business available 
\v()il(lv\ide at the time, as do the tiainps 
and bulk eaiiii'is. 

(k>Nii\U()Usi.\ ('iivncum: Rsies? 

Tv\o points emerge Iroin the miseel- 
lain of eaigo which lineis ma> be askc'd 
to carry dining tlie euiiise of the lound 
vo>'age and the fact that th(;y never 
know just what its mix will be. The 
first is that (me can seldom say what the 
exact rate on any item (jf cargo ought 
to be. The Gainings of a ship diipcnd 
on a munber of other items of cargo 
too and what their mix is. The sct-ond 
point is that if vvi^ arc to judge whether 
rat(*s are too high too low, wc can¬ 
not judge it by one voyage oi one ship. 
We must look at the results of a service 
over a period. The shipoN\ii<'r is not in¬ 
terested in individual rates as such. He 
is intei(\sted in the overall return on his 
.service. And the rat(' on individual 
items of cargo interact on each other. 
Fo^ total revenue to remain constant, if 
one rate is reduced another must 
increased I'nit not iK^cessaiily by the 
same amount because the volume of one 
may differ widely from the volumes of 


another. 

This, however, raises an impossible 
situation whereby there must be a con¬ 
tinuous variation in rates. In the con¬ 
text of variable costs beyond their con¬ 
trol and the varied mix of cargoes car¬ 
ried from time to time, liner conferen- 
(’(!s have l>een able to maintain no more 
than short run stability of rates. Such 
slaliility is not induced by "price main- 
tenanci; for elimination of competition 
or !)>' the deferred rebate or by the 
dual lieight rate system”. 7'he stability 
of lates ov(ir a period has become im- 
[xrssibk* because ‘liner freight rates re¬ 
flect not merely present market condi¬ 
tions hilt also past lavours and future 
options’*. The period of st.ibility has 
beconn*. shoiter Ijeeausc cost increases 
have equally become more frequent. 

1 I'litiicly agre<^ with Sanklecha that 
a lutines market for freight rates — 
p.uticulaily for developing countries — 
IS imworkabh; and in fact may be de¬ 
li iiniMital. I am afraid I cannot share 
tlu' views of the authois of the book 
that th(’ effoits of some governments to 
aeliK-ve participation of the national 
lines in confeienecs for the purposes of 
iiifiiieiuiiig eonfercnce procedures have 
iiol met with sneeess. In fact, Indian 
lines 111 international liner trades have 
pl.ued a vei\ significant and siicc'css- 
liil lole. Rut even mon' important is 
tln' aigiuneut of the authois that .such 
efloit is eoslK. This would almost 
amount to suggesting that developing 
eoimtiies should not expand their fleets 
and eoin]:)etitively establi.sh themselves 
ill Inu'i tiades. Like the rtwiewe.r, I am 
not ennvine<'d that the alternative to the 
eonleienee system is free and unres- 
tiieh'd eompetition to produce an alter¬ 
native solution to the prt'scnt pricing of 
liner si'rvices. Two of the other three 
altcTiiatives suggesh'd by the uwiewer 
— viz, ol fixing lii ight lates so that 
th(‘\ Ixai a fixed relationship to the di- 
leetb attributable cost in transporting 
( Mch iiulividnal product oi of fixing 
tieight lales equal to the directly allri- 
I iitablc cost plus a fix(‘d addition to 
cover the unalloiable costs, arc equally 
unw(likable lor tlie simple reason that 
lliese cannot Ix^ deteiinined (‘Xc-i'pt for 
a singular voyage. 

Th(‘ rc'viewcr concludes on the note 
that Camleieiiees should discard their 
M-eietive methods and eo-opc‘iutr fully 
and make available retiuired information 
and data tor the purpose of investiga¬ 
tion of their pricing system. If we ac¬ 
cept the premise that, whatever their 
Hags. liner shipping companies are also 
eonmieaeial organisations, which by 
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voluntary associati(>u l)t:t\N(X‘n themsel¬ 
ves ioriii a confen iids by what lui'ic is 
llie lij'ht to into ttu'ir cos^s ac- 

ciiiired either by ^^ovfoimients cjr by in¬ 
ternational organisations likti UNCn’AD? 
Taking India as an illnstiatiim, it is 
well known that tin; lX)li costs ol onr 
exploits aie; nncoiniicfitivc per sc. No 
investigation of l‘'Olt cosh is iindcitaken 
or peimittiHl. In fail in the context of 
domestic incentives, it is iinjiossibli; to 
delciinine the aicm.iti 1C)B costs. Tlie 
nu‘H‘ .idiiiission tliat \\(' an- a “high cost 
c‘coMi»iny“ IS snifu iiait to jnstity FOB 
costs as they e\nl luejght is tJie only 
liublished (-leiiK nt in the CII‘’ costs. 
Freight is, tiu-n Ion , n gaided .is a cu¬ 
shion lo sul)siilis(‘ exjioils. Bill tluuc is 
one otfier aspi < t wliuli the n viewei has 
oveilookc-d Assuming that (la- eonle- 
ic’iici's tan In' tailed upon to diselose 
their cosis, ,in- the developing nations 
rt-atly to aeeejit the inevitable coioMaiy 
that treight lates will use or diininidi 
pari /uissit wilh eoslsi^ 'Mu inoin«*nt this 
idea IS mooted, it is immedi.itt-ly alleg- 
t'd that the conleniu' s aie asking loi 
a cosls-j>lns-piolit s\s(im. 1 would like 
lo siihinit that insolai as eithti i^iiblic 
piessuK' or piessiiie hum governments 
can induce- the (onh ieiice lo maintain 
both a HMsonabh- levil (il lalt-s and 
iinisonahle stabililv - no nialtei how 
they achii VC il liv allot alion of joint 
ctists oi absoiption ol M)me of them — 
it is 111 the Intelests ol the developing 
ii.itions not lo eaii\ the tonvietion ot 
the eonleiciKes bemi' “aibitiaiy” to its 
logical continsion. 

Thti cineiging pioblem m Imci fu'ight 
rates is not classu.d ((ononiic ana^>s^ 
t)t costs and pnting but bow to insu¬ 
late the tlevilojnng nations, m tejins ol 
their e\poit elloit, honi the eosts ot 
the develojx'd. Jt is no lunger Irut* lo 
talk of conb-K nt t-s in g< neiab Ts llie 
conleitmccs i;ov(‘inmg tlie liacle Iroin 
UK *intl Western FaiioiH- to the Far 
East and jaj'idm which is opeiating a 
wholly eontamei isc il seiviee, coiniiar- 
able with the eoiih lenti's opeiating in 
the liades tif India or Aliiea? The tli- 
mc-nsions ol capital involvt-tl, ptissible 
cost jeductions, ctmiinoditics moving, 
etc, aie so tlisparale that tlicie is no 
common answci to the so-called piocess 
t)f disciplining iht' ctinieients s. An at¬ 
tack on freights has come to be regard- 
etl as a comph te Mibslitute tor an at¬ 
tack on h'C)B costs, l-’oi the tlcveloping 
nations the short term remedies lie in 
an attac^k on domestic costs and in the 
adoption, as swiftly as possible, of at 
least st)mc of the modem methods of 
unit loatls, even if this does not procct'd 
to the stage of containcTisation. 


INTERNATIONAL FAIRS AND EXHIBITIONS 
ABROXD 

APRIL-JUNE, 1971. 


Indian Exhibition, 
Jeddah (Saudi Arabia), 
-May, 1971. 


5th British C'olumbia International 
Trade Fair, 

Vancouver (Canada) 

— June 2-12, 1971. 


Swedish Inlernalionai Trade Fair, 

Gothenburg (Sweden) 

-May 7-16, 1971. 


Tokyo Inlernalionai Trade Fair, 

Tokyo (Japan) 

April 16 to May 5, 1971. 


Intendmg participants may ivrite for details 
(separately for each event) to : 


Director of Exhibitions, 

Ministry of Foreign Trade, 
(iovernmenl of India, 
Udyog Bha'Van, 
Maulana Azad Road, 
New Delhi-11. 
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...where, after 
finishing your 

V 

Viennoise. 
you may begin 
a doodle on a napkin 
draw a little man..,and hours 
later find you have given him a 
little dog and a house and a garden 
with flowers.. and nobody minds 
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How could India Rstons 

have sold A MILLION 

piston castings to a 
sin^e customer in the 
United Kingdom 



unless the quality 
of our products 
is consistently good? 


In the field of exports, repeat orders are worth their 
weight in gold, endorsing the ability of a manufacturer 
to rnamtain quality standards and delivery schedules. 

India Pistons have received such recognition from alt 
parts of the World. Take the United Kingdom, for exam¬ 
ple. A single customer there has trusted us with repeat 
orders valued totally around £400,000. In addition to this, 
we supply Original Equipment and Replacement pistons 
to a host of manufacturers In theU.A.R. and Yugoslavia, 


besides our regular exports to Aafan, African and Fiiror> 
ean markets. 

At home, we rneet the OE requirements of almost all 
automotive and industrial engine manufacturers and 60% 
of the total replacement needs. 

How do we manage both? 

One of the reasons is we have the largest and the most 
modern piston essembiy-making unit in South East Asia 
Another 15 we give precisely what our customer specifies. 



INDIA PISTONS LIMITED 

Sembiam, Madras-11 

Manufacturers Pistons, Piston Rings, Cylinder Liners, Gudgeon Pins and Clrcllpt 


A unit company of the Amalgamations Group 
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Importance erf And adeqitate and accurate data ‘ f(^ 

Cor^lation of the right econumlc policies is, of course, obvious. In the 
two weeks or so there have been two conferences in Delhi, one colled by 
Planning Commission to discuss the report of the Committee on Uiiemplosmi^it^ 
Estunates and the other by the Indian Statistical Institute to i>onder over 
problem of distribution of income. Both were intended as meetings of ejppcifs 
and so their deliberations have not rc^iverl much general attention, though, 
the Press Infonnatfon Bureau did put out a summary erf' D R GadgiFs address' 


to the employment conference. 

The Deputy Chairman of the Planning Commission made the point 
that in develcipment planning the relief aspect of an employment program¬ 
me could not be considered important and that the accent hud to be on mo 
of surplus lalioiir for capital formation. But he himself seemed to stray some¬ 
what from this position when he sought to explain the Fourth Plan s approach 
to the problem of unemployinent. The main assumptiem underlying thi^ ap¬ 
proach, he said, was that securing a minimum rate of growth of the economy 
on a self-sustaining basis was a prerecpiisite for forinulation of prograc^iihOSI 
for df;aling with unemployment. This meant, according to him, that the first 
priority had to be given to resuming the process of growth of the eco¬ 
nomy over “any massive propos*d.s for a frontal attack of tlie problem of un¬ 
employment". Does this not smack of an approach which sees a dichotomy 
between growth and eiiipl(;\'inent — something which the Deputy Oiafrmap 
of the Planning Commission had himself seemed to earlier decry? 

The main burden of GadgiPs address was that the problem of unemploy¬ 
ment was not homogeneous; there were not only basic differenct*s in the nature 
of the problem as b<;tvveen rural ami uihan areas but also wide variations in 
conditions as la-twetn district and district. At the same time, he conceded, 
the situation in the country urgently demanded not only that intensive work 
should be undertaken on the subject but also that its results were so fonnulated 
that the possibilities and limitations ol action in relation to the planning effort 
were lironght out clearly. UnfortnnateJv, not much of this sense ol urgency 
s€*eins to be rellected in the Planning Commission's own approach. Granting,, 
as urged by CoiiHTiittee on Uneinplo> nu'nt Estimates, that past estimated 
of iinempluynient and underemployment weie subject to an unknown margin^ 
of erior and that such estimates presented in (jne-ditnensiona] magnitudes 
were useless as indicators of th(? economic situation, the Commission, cATi- 
scarcely be said to iiave been expeditious in initiating the follow-up action 
indicated liy the Cornniittee/s rexiort. The Committee sul>initted its report in 
March last year and it took the Planning Commission almost all of one year 
to convene what was described as “the first general meeting of economists*' 
to discuss the report. And now that it has armed itself with the views of the 
experts prestrnt at the meeting, what does the Commission intend to do? In the 
meantime, tile Government has reportedly approved a programme of labour- 
intensive woiks covering ali districts of the country — a fact w^hich, for all 
his strongly-expresstid reservations on the score of interregional and even inter- 
district variations in the extent and nature of unemployment ami underem¬ 
ployment, found bland mention in Gadgil’s address to the conference. 

TJiere is, indeed, eveiy case for improving the quality of statistics on 
unemployment by, as sugge-sted by the Committee on Unemployment Esti,- 
inates, undertaking studies to obtain data on different segments of the labour, 
force; taking into account distinguishing characteristics such as region, niral- 
urban residence, status of w'orker, educational attainment, age, sex, etc, arid 
to identify separately the employment likely to be generated for different 
categories of workers in different sectors of the ecoiM)in>'. Equally useful, no 
doubt, are knowledgeafile disputations, as rei>ortt'dly arose at the income dis¬ 
tribution conference, about the quality of available infonnation on disparities 
in income distribution, al>out what constitutes the poverty line in Indian 
conditions, about the precise number who fall below this line and so on. These 
must remain the perennial concern of economists and statisticians. 

But there are others whose unhappy lot it is to act without waiting for 
concepts and data to be perfected. The Planning Commission often seems to 
overlook that it belongs in this category. This is not unexplicable, though, 
According to the Commission's own estimate made some months ago (since 
when the position has if anything worsened), the Fourth Plan was already fn 
ihe red te the tune erf Bs 1,600 orotes. It is sound tactics in the circufostanoe 
cover behind learned disputes about the extent of unemployment and 
or &e number of peoifie below the pov^* line. Indeed> 



wj*ib saving M the oco* 

tiomy at around 8-9 per cent, the only 
two approaches to the question of un- 
emplovnicnt that are IcMsihlc arc those 
cujfeTilly adopT* ^ hy the iMaimiiig Coui- 
inissioii and ihe Cuverimient: tht* 
Planrnng ConnnissioTi pii't<“nding to 
nurse sf) eall<(l pilot piojeets while it 
waits toi Ix'tter and more adi'fpiate tiat.i 
to turn up and the Cloveimnent aiuly 
pi'oinisini' dash proiJjranmK's to provide 
instant lnll-t‘Tiiploym('nf 

Petroleum 

Aftermath of the Battle 


A Correspondent tv rites: 

OPEtJVs battle with (he oil companies 
has been won — thanks to Ihe united 
front presented by the oil producing 
countries and some shrewd bargaining 
and propaganda, particularly by the 
Shah of lian, who is looked upon in 
the West as a political bulwark against 
the glowing trend towards expropria¬ 
tion of foreign proptTiy in many coun- 
tiies of Lai in America and West Asia. 
Und(’r the arrangement between the oil 
companies and OPEIC, the oil-export¬ 
ing countiies’ average revenue from 
crude is exj)ected to rise fiom Ihe pie- 
sent 127 conti^ a barrel to 130 cents 
immcdiatclv .ind to about 130 centvS 
by 1973: the actual risi' would depend 
upon the charactei istics of crude and 
the location ot the oil-producing 
country in lelation to its market. 

Oil companies the world over have 
begun to raise then prices conespon- 
dingly. Ot us total requirements of 
18 inn tonnes crude, India imports 
12 mn tonnes. Under K D Malaviya, 
the government had forced tnl compa¬ 
nies to reduce for rather, pass on the 
beneht of tower) ciude prices and had 
alsti taken up local exploration ener¬ 
getically. After Malaviya’s departure, 
while successive ministers have pre¬ 
tended to get tough with oil companies, 
mostly to make some political capital 
out of the game, the elan has gone 
out of our oil policy, and with the ex¬ 
ploration progiammc slackrming, our 
negotiating position with the intei- 
national oil companies has weakened. 

The companies have now promptly 
asked for a 27 to 32 cents per barrel 
rise in crude oil prices. This, on im¬ 
ports of 10 mn tonnes of crude, would 
amount to a rise of Rs 15 cron s in 
the already heavy crude oil import bill. 
This demand is appiirently based on 
the uniform increase in the posted 
pricx* of crude oil at Gulf terminals of 
35 cents a barrel. Even the oil com¬ 
panies cannot expect the demand to 
be taken seriously since, as noted 


their payments to the oH (>r<]iducin^ 
countries is limited to 3 Cents a barrel. 
Clearly, the government is in for ano¬ 
ther protracted bout of negotiations 
with the oil companies. The only 
long-term lemedy is to step up our 
own exploration operations. The cost 
of delay in deciding on deep-sea dril¬ 
ling off Bombay is becoming apparent. 

Lr^r the oil producing countries, the 
rise in revenues from crude is a rela¬ 
tively small gain. Their next move 
should be to get into the distribution 
— as ENl did. Their ability to 
do so in advanced countries, where the 
large companies are entrenched, is 
limited. Tht'y should progressively en¬ 
sure that at least in developing coun¬ 
tries, local distiibutors or joint com¬ 
panies (of oil producers and consu¬ 
mers) are encouraged. This is the only 
way the oil-producing countries can 
hope to have a fair shaic in the ulti- 
in.ite ]mV<’ paid by the consumers. 


The Statea^ ipijpliaWint 
Irbeially on the could be applaud¬ 
ed, if it were legitimate. Howevar, the 
excesses have been actually due to the 
inclusion in the Plan outlay of pro¬ 
grammes not approved by the Planning 
Commission. Also, the States* Cyfforts 
to keep under control their non-Plan 
outlay have been minimal. Nor have 
they been over-zealous in raising re¬ 
sources to finance the higher outlays. 

It is time the Centre and the States 
laid down some ground rules for the 
Plan-game. Two essential characteris¬ 
tics of such an exercise should be a 
severe curtailment of increase in non- 
Plan expenditure and financing of all 
increases in outlay out of fresh resour¬ 
ces raised. Otherwise, as is increa.s- 
ingly becoming apparent, the increase 
m expenditure would be feeding infla¬ 
tionary pressures in the economy in¬ 
stead of financing investment. 

Goa 


Plan Outlay 

Food for Inflation 


A Correspondent writes: 

THE Central Government’s revenues 
for 1970-71 arc steadily falling behind 
Budget estimates. In the first nine 
months of 1970-71 to December 31, 
1970, excise duty collections amounted 
to Rs 1208 crorcs (against a budget 
estimate of Rs 1788 crores for the 
whole of 1970-71), customs duties to 
Rs 333 crores (budget estimate Rs 463 
crores) and corporate taxes to Rs 269 
crores (budget e.stimate Rs 342 crores). 
Total revenue collections from these 
sources amounted to Rs 1811 crores 
for the first nine months against the 
Rs 2395 crores budgeted for the 
whole of 1970-71. The lower than 
proportionate collection reflects the 
smaller increase in industrial produc¬ 
tion and in the volume of foreign trade 
than had l>ecn assumed for the purpose 
of making the budget estimates. 

Thanks to the Lok Sabha elections, 
the question of Plan expenditure and 
raising of resources to finance it has 
been placed in cold storage as far as 
the Cential Government is concerned. 
In the meanwhile, the Planning Com¬ 
mission has been involved in the rou¬ 
tine exercise of finalising the annual 
plans of the States for 1971-72. Pre¬ 
dictably, the total Plan outlay has in 
creased to Rs 1359 crores. In the last 
two years, the actual outlay on State 
Plans has been larger than approved by 
the Planning Commission — Rs 1091 
crores against Rs 953 crores approved 
in 1969-70 and Rs 1298 crores against 


One More Eleclion 

THERE seems to be a distinct lack of 
enthusiasm for the election in Goa. 
This could be because this is only a 
parliamentary poll with no contest for 
the Assembly, although there was the 
same sense of phlegmatism during the 
Maich 1967 general election. This is 
in maiked contrast to the feivour and 
pas.sionate feelings aroused by the 
opinion poll in January 1967 when 
both the protagonists and the antago¬ 
nists of merger with Maharashtra 
(Gujarat in the case of Daman and 
Diu) were very keen to express their 
view^s. In the referendum about 80 per 
cent of the electorate cast their vote 
and of these 54 per cent were for the 
continuation of Union Territory status 
while 43 per cent opted for merger. A 
more plausible reason for the political 
apathy in Goa, Daman and Diu could 
be that the electorate has not 'yet 
realised the potential power of the 
vute to influence decisions which affect 
the general population, as there have 
J)een only two elections in the area 
after the ending of Portuguese rule in 
December 1961. And unlike in what was 
British India, in Portuguese India there 
was very little effort to set up repre- 
s('ntativ<» institutions. 

In the present contexf;*? the rhetoric 
of socialism and anti-socialism which 
seems to be arousing some mass feel¬ 
ing in other areas leaves most Goans 
unmoved, probably because, among 
other reasons, the contrasts between 
riches and poverty are not so stark in 
Goa, Although there is no doubt that 
the standard of living of most Goans 
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has gone down substantially since the 
end of Portuguese rule and there is still 
much grumbling about this, Goans still 
enjo.v the highest per capita income 
in the country and also rela¬ 
tively low commodity taxes. In 
this sort of atmosphere only the 
two local parties have sizeable follow¬ 
ings, the Christians generally support 
tho United Goans and the Hindus the 
ruling Maharashtrawadi Gomantak, 
though this does not mean there is 
communal tension in Goa. Merger with 
Mahaiashtra is no longer an impor¬ 
tant issue as the Chief Minister, Daya- 
nand Bandodkar, whose party was for 
mergj'r with Maharashtra, has astutely 
bowed to the referendum's majority 
judgment and quietened talk of merger 
within his party. The national parties 
have completely failed to establish any 
significant following, the election of 
Peter Alva res as MP prior to 1967 on 
the PSP ticket being an anomaly caus¬ 
ed liv his personal popularity rather 
than his party label. 

Thr Congress party, even when it 
was undivided, failed to win a single 
Assembly seat from Goa, though in the 
first Assembly (1963-67) it held one 
scat—from Daman. In the coming 
election. Congress (R) and the United 
Goans have joined hands to back the 
President ot the Goa Pradesh Con¬ 
gress Committee, Purushottam Kakod- 
kai, from the Goa North constituency 
(which includes Diu) and the sitting 
United Goan MP, Erasmo de Scqucira, 
who IS the son of Jack de Sequeira, 


President of the United Goans, from 
Go9 South (which includes Daman). 
This alliance is likely to favour Se¬ 
queira more than Kakodkar, given the 
small backing of the Congress (R) in 
Goa. Kakodkar will also be facing a 
tougher opponent in M S Talaulikar, 
who is a Gomantak stalwart, while 
Sequeira's main opponent, Redualdo da 
Costa, an independent backed by the 
Gomantak, is not too well placed. A 
fiery AICC(R) member from Goa, 
Irene Barros, has rebelled against her 
party’s undeistanding with the United 
Goans calling it an “unholy alliance 
with a communal party*'. She is stand¬ 
ing from Goa South but it is diflicult 
to say whose votes she will cut into, 
as her two main opponents are also 
Christians. Congress(0)'s candidate in 
Goa North is a dedicated veteran 
party worker and an initiator of the 
co-operative movement in Goa. His 
candidature will probably work against 
Kakodkar and so help Talaulikar. 

Japan 

‘Joint Sector’ in Action 


JAPAN’S list* as an economic big powei 
after the Second War lia.s been pheno¬ 
menal. Once the immediate post-Wai 
reconstruction vvoik was carried out, 
expansion was rapid. In the sixties ja¬ 
pan grew at a consistent annual real 
rate of 10 per cent, abtiiit tw'o-and-a- 
half times the rate achieved by the atl- 
vanced countries in the West. 


This growth has been made possible, ^ 
by the close working together of busi¬ 
ness and Government, with trade 
unions aequieseirig in the arrangement. 
There is extremely close consultation 
between Japanese industry and govem- 
luent and it is difficult to say who con¬ 
trols whom. The.* trade unions have be¬ 
nefited fiorn the high .growth rate, 
though recently there have been re¬ 
ports of greater militancy. 

Japan has also followed a clearly de¬ 
fined policy of foreign investment. All 
external economic relations have been 
geared to seiA'ing its home interests — 
mainly, development and .supply of raw 
materials for home industry, Japan is 
thus building up a large stake in Aus¬ 
tralia (iron ore and exti action indus- 
tiirs), Alaska (oil) and even tlie USSR 
(foK'st and oil resources). With India 
its lelations have follow'ed this pattern 
since the pre-War days; only, iron ore 
has irplaced cotton as its main import 
froqii India and iron and steel has re¬ 
placed cotton cloth as its export to 
India. 

It IS not surprising that Japan looms 
Urge in the international trade in these 
goods. In 1969 imports by Japan ac¬ 
counted lor 2.3 mn ton-miles of gene¬ 
ral caigo, iron oic, coal and crude oil 
out of a world total of 9.25 mn ton- 
miles; by 19h0 Japan’s imports of the 
same goods are expected to be 7 mil 
tuii-miles out of a W'orld total of 21.82 
mn ton-miles. 

To maintain this pre-cinincnce, Japan 
is developing its ship-building capacity 
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ISCOHOUlC ANO 


and its in<!r( haul flrcL Japairs int^irchiinl 
fU'tit at 27 81 a ,^russ toils is the larijesl ' 
ill tho world. Iheie sociii to he few 
eon.stiainls on Japans lale ol oAp.in- 
.sion — other tliaii torisions within its 


social sysU in 
mil acinie by 
As joi liuha, 
to (xpoit Olll 
(hcni locally! 


and increasing local ina- 
lavv material producers. 
w<‘ seem piulectly happy 
oii.s, rather than process 


BUSINESS 


Slop-Go Credit Policy 


\ r tlir stall i>l llio JM70-71 l)iis> s( a- 
■'ori, (hr Jt< s< JVC Hank had ainit'd to 
hiiiif its M'finaiKc to the hankin,^ s\ s- 
lem to Rs ^160 cioies- that is. pcimil 
an < xpansiiai 1)\ 350 tioics he ond- 

Apiil ovt 1 the IrAcI j)icv'aihin4 .it the 
«nd ol Octoix i. H\ till' end c>l Drt'em 
l)ej, hank's hoiiowin^^s liom tlu* Htsi'ive 
Hank had « \panded |)v Hs J02 vioies 
h.ivMiK torn hed Hs 502 tioies. W'ltli the 
majoi and hiisiei pait ol tin’ s(\is(hi 
sldl to it was clcai that tefiihine'^ 

eonid not hr kr[U within the hunt the 
h'rsi'ive Hank had set at the he,cnmin,t 4 
f>t the s( ason d ins itsihsation letl to 
the hik<% last month, m the Bank late 
hooi 5 to ti |)(i fi'iit and in the iioiii- 
imnn net li>|indit> ratio — which shi^s 
Witli lise III hollow ini^> in excess ol the 
Bank iat« <jnota and tins (stal.ih’s the 
eost ol lh<’ ontslandnm excess hoiinx'- 
iiigs “ (loin 55 to 3t p I (cnt \I1 
that was att<‘ini)t('d was to Mintam the' 
tcaulency ol ‘ovei hoiiowmi^’ !>> the 
hankin^r sy^ti in, no lu sh « hoke on th<‘ 
snppiv oi and demand loi iietlil v. as 
icalK nnpos<‘d. 

In the event, hv tlu’ end ol Jubmaiy 
10. with the hnsiist pail ol the s('ason 
still to j;o, lh(* hanking system’s hoi- 
lowings liad loiicln'd Bs 584 ciorcs, 
having expanded h\ Hs 271 tioics over 
the Octohi'i (.'Tul h vel. Assuming that 
during the lemaindei ol the hiisy sea¬ 
son, refinance exp.inds hy the average 

of Rs 68 croi'cs a month recorded so 
far, outstanding borrowings of the 
banking system would touch Rs 520 
crores, or a rise of Rs 410 crores over 
the October-end level. 

As teL<ntl> as on h’ehniaix 4 it ap- 
p .u< d that this })M)S[}ect was causing 
some toneein on Mint Hoad. ’I'liiu, at 
his Calcutta meeting with them Ciov* 
eiiioi Jagannathan told h.inkers that 
discretio.iaix ai c'oimnodation at the 
Bank rate, outside the NLR scheme, 
vvuihd no loiigei he made availahh' on 
ta]). Yet Uie Heseixe Bank has now d«*- 
< ided, barely tlil'e<‘ wi'eks hiter, to le- 
lin.ine ' at tin Bank rale liom hebiiiaiy 
21) an ainonnt etpial to 10 pi i cent ol 
banks’ ax'ei.igc cx]n)it cicdit in 1070. 


I his icIiiKvncc, (estiuiated to be ot llie 
oidti ol Bs 55 (rorcs, would not irn- 
l).oi b.inks’ net h(iiiidit\ ratio. Thi.s is 
m addition to th<’ Hs 35-udd ctokxs 
banks Imvc ahcaibs taxured at 4.5 i)ci 
ciiil m terms ol the scheme lor rc'frn- 
anemg incieniental priority advances. 
Cdi*ail\, the change has Ix'cn ncct^ssi- 
tail'll l)> the laet that c'xports have' not 
increased to the extent expected and 
1).inks’ ahilitv' to hoirinv m teinis of 
the incremental loiniiila has been im¬ 
paired. So tlie Itescrve Bank has de¬ 
cided tlial the hanks’ ability to borrow 
tioni it against export crecJrts need not 
be limited by the increase in such cre¬ 
dit^ In other words, e.vpoit credit is 
being made just an cxcu.si^ lor putting 
III thi hanks’ liands a certain quantmn 
ol Heserve Bank lunds to finance llieii 
overall lending oxrerations. 

I'his is not tht* end of the reversal of 
the posture adopted at C'alcutta earlier 
thi.s month. From February 26, the Re- 
seive Bank Iras also decided to imi^ose 
a ceiling on the interest charged by it m 
excess ol the Bank late on advances 
under the NLR scheme. A ceiling has 
now hem fixed at 15 per cent. Since 
most of the major banks had run down 
I heir NLR to below 25 per cent by the 
middle of F<*hriiaiy, the ceiling would 
m effect bring down the cost ol bor- 
loviing (in excess ot what banks are en- 
litlrd to at the Bank rate in terms of 
the Nl.R scheme) by about two percent¬ 
age froiiits. In other W'oids, what was 
sought to be achieved by raising \he 
minimum NLR on January 29 has been 
now undone. The iiolicy reveisal is 
complete Instead of preventing banks 
liom ‘over-bonmxmg’, the Resei-ve Bank 
has now olfeii^d to ‘ovei-len<r. Boriow- 
ings tioui the- Re.eive Bank can now 
spurt to tiesli highs since, in terms of 
tbc' relaxation of Keluuaiy 26, the ciiian- 
tiini of cheat) lefniance has been taken to 
a level w hich rc'duces the average cost 
of oiitsta'.ding lefinance from the Re¬ 
serve Bank to less than 9 xxt ctmt. 

Triii‘, iJepnlv (Governor R K IJazai’i 
has in his leltei announcing the rela.x- 
ations ot Fc*lunary 26 told banks that 


once their NLR dips to 25 per cent, 
they should take steps to buoy it up. 
But how can the Reserve Bank expect 
to be taken seriously when, within weeks 
ol expressing grave concern over the ex¬ 
pansion of banks’ borrowing from/it, it 
itself resiles from the position it had 
taken in January ])y raising the Bank 
rate and the minimum NLR. At this 
rale, another round of relaxation may 
be exiicctcjd to lollow' the moment the 
engineering iiidiistiy in Calcutta, for 
e.\ami)le, screams about thc^ need for 
iiKue credit to cover the- rising exist of 
raw materials. 

Man-Made Fibre 

Small vs Big 

THE conflict between small and big 
business originates mostly in compet¬ 
ing manufactures and in supply of raw 
materials by big industry to small pro¬ 
cessors. Modern technological trends 
appear to have accentuated the areas 
of conflict. Most new raw materials — 
plastics, man-made fibres -- are capital 
intensive m manufacture and subject 
to pronounced economies of scale. At 
the same time, these materials are 
ideally suited for processing in smaK- 
scale units. 

The latest controversy to emerge is 
over the supply of man-made fibres to 
‘small’ weaveis. There are h large 
number of these small weavers and, 
with the glowing concern all round for 
the small man, they constitute a strong 
lobby, Moreewer, m recent times they 
have been able to exploit that other 
priority of the government, namely, 
exports. 

The large producers have been buy¬ 
ing off the opposition by agreeing to 
supply small weaviTs at concessional 
prices. However, for the last one year, 
the issue of prices of man-made fibres 
ha.s been with the Tariff Commission — 
with ad hoc arrangements for conces¬ 
sional sales pending the Commission's 
report. And some take-overs have 
reduced the large manufacturers* inte¬ 
rest ill ‘public* policy at the cost 
profits. 

The government is now sitting on 
the Tariff Commission’.s report — the 
issue is too explosive to be decided 
till the elections are safely out of the 
way. Moreover, it is reported to have 
given generous import licences to wea¬ 
vers in the organised large-scale sector 
for import of man-made yarn. The 
Silk and Art Silk Mills Association, 
claiming to speak for Takhs of 
weavers*, has come out with advertise¬ 
ments in the Press against the Govern- 
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ment and the large-scale sector of the 

industry. 

SASMA, despite its pretensions, can 
hardly be said to represent the small 
weaver. Yet there is sense in having a 
clearly defined policy for pricing and 
distribution of yarn. Such a policy 
should aim at supply of yarn at inter¬ 
national prices for all fabrics exported 
and at a concessional rate for genuine 
small weavers — lK)th against proof of 
consumption for the specified purp(5ses. 
The large-scale spinners can then be 
left to make their profits on other 
sales. 

West Bengal 

Policies, Not Palliatives 


1TIE industrial situation in West Bengal 
remains murky. First it was the reces¬ 
sion in the engineering industi-y; then, 
after 1967, the labour troubles; and now 
inadequate demand (particularly for 
wagon-builders), labour troubles and 
shortage of raw materials, particularly 
stt-el. 

All of West Bangui’s diflerent indus¬ 
tries are apparently faced with one pro- 
bjein or tlie otht?r. In jute textiles and 
tea, the two export industries, exi)ort 
demand has been slack and the indiis- 
trit‘s’ ability to meet international com¬ 
petition is limited. Coal has been in a 
dormant state since the early sixties, 
thanks to lack of a viable fuel policy 
(leading to exc<‘ssive encouragement of 
foieign-cxchange-c'ons'uming oil). Nfa- 
ehine-tools, structural fabrication (in¬ 
cluding wagon-building) and general 
engineering were the victims of the re¬ 
cession in the mid-sixties. 

The situation in West Bengal cannot 
be improved hy ad hoc palliatives. In- 
ftidries have been instituted into the clo¬ 
sure of two engineciing units and the 
repi/its are expected soon. Moratoii.i 
are proposed on loan repayment by all 
affected units. Perhaps West Bengal 
units may even be accorded prefei-en- 
tial treatment in the allowition of im¬ 
ported steel. 

Yet what is needl’d is a concerted 
policy to solve West Bengal’s problems. 
Such a policy should be oriented to- 
wartls stimulating demand — for coal, 
for wagons, for geneial engineering 
goods — and towards making exports 
of tea and jute textiles more profitable. 
It should then be i^ossibltj to provide 
resources, material and financial, to en¬ 
able the units to meet the demands on 
them. The resultant increase in produc¬ 
tion should Ixi exploited to produce an 
accelerator effect on the Staleys economy. 


Company Accounts 


Information Gap 


SHOULD company managements regard 
the niiniinum statiitoiy lequiieineiits 
relating to disclosure of information to 
shareholdeis as the maximum expected 
of them? K T Merchant, a former mem¬ 
ber of the Tariff Commission, used the 
opportunity provided by the annual 
general meeting ol Voltas last week to 
raise the question of the accountability 
of company managements to share¬ 
holders. Voltas js d large company 
with a turnover now exceeding Rs 90 
crores. Thanks to a vigilant manage¬ 
ment, the company has emeiged as a 
major distributor of goods produced 
in the country (for example, textile 
equipment made by Lakshmi Rieter 
and tractors made by International 
Tractors, in both of which companies 
Voltas has also invested funds) 
Keeping in mind the modern trend 
against purely trading companies, 
Voltas has undei taken manufacture of 
various items like air-conditioning 
equipment, relrigcrators and fork-lifl 
trucks. 

Surprisingly, while till last year 
Voltas used to disclose in the Direc¬ 
tors* Report information relating to 
the tinnover of its manufacturing divi 
sions, this year it has dropped this sec¬ 
tion — a point which most financial 
analysts who discuss accounts only by 
reference to the current accounts had 
failed to notice. Merchant not only 
pointed out this omission but, refer¬ 
ring to the requirements of the UK 
Companies Act, suggested that there 
was need for the company to disclose 
also the profitability of such opeia- 
tions. Merchant also referred to laige 
items of expenditure which arc hidden 
in the “miscellaneous” category. At an 
eailier meeting of New India Assur¬ 
ance, he had asked for similar break¬ 
up of establishment expenses -- 
validly, as it turns out, considering the 
various allegations of electioneering 
that have' been levelled against private 
insurance companies. Finally, Mer¬ 
chant also suggested that the salary 
structure of the staff needs to be le 
vealed in company accounts. This is 
particularly desirable in view of the 
resentment which has emerged among 
Voltas’ workers. 

Company ni;inagements in India have 
never been particularly eager to dis- 
cloM’ inlorniation to shareholdeis, 
technically the owners of the cornpa- 
n‘es. They have taken the view that 
they disclose all that is “required 


under the law” But should the law 
be the only basis of relationship bet¬ 
ween the shareholders and company 
managements? 

Hindustan Breweries 

Functional Approach 


NEW projects with impressive outlays 
and foreign collaboration invariably 
make for iif^wspapcr attention. Hindus¬ 
tan Bre\^’ef^(^s* new unit coming up at 
Thann, ni;ai Bombay, is, however, strik¬ 
ingly different. The upper limit on ca- 
pacit>‘ of breweries set by the licensing 
authority is 50,000 liecto litres per an¬ 
num or 25,000 bottlc.s i)er day. For ca¬ 
pacities within this limit three or four 
other projected breweries envisage out¬ 
lays vaiying from Rs J.2 croies to R.s 
2 ciores. The cost of Hindustan Bre- 
\veiic;>' piojeet is Hs 74 lakhs. 

In setting up the Thana bri’wery the 
pioiiioleis aic assisted by nil Indian 
firm of consultants “wliicb is staffed by 
Danish qualified and trained experts in 
(lie brewery field. These experts have 
access to Danish knowhow”. Knowled¬ 
ge of local conditions must have prompt¬ 
ed the consultants and promoters to 
substitute stainless steel by steel and 
aluminium in the labricatcfl items and 
lupmg that foim the core of a brewery. 
This meant a sharp cut in cost since the 
piici^ difference is about one to ten. 
Stainless steel has a d< mon.stialien value, 
since the shiny plant does impress eii- 
iioiis visitors and invited VIPs. Akso, 
th(‘ cheaper substitutes may have a 
shorter span of life, say, 20 years in¬ 
stead of 50. But Hindustan BrcAveiies 
evidently calculates that brewery tceh- 
n(;logy kt^ei^s changing and that a plant 
desigiu’d to last 50 jears might saddle 
a venture with obsolete technology. The 
low initial oiilIa\ wall make for bettei 
manoeuvrability to catch up witli possi¬ 
ble improvements in technology in the 
\eais ahead. 

On the same leasoning the buildings 
for the Than.i l)r( \scr> have been de¬ 
signed to cost about a third of what 
th(?y should normally liave. Brewery 
luiildings aie generally multi-storeyed to 
suit th(' giavity-flow luinoiple, hut the 
buildings ot the Ihana bu-vveiy would 
be spread out Aecordingly. AfX!I in¬ 
stead ot eonsiiuction has been 

used, limiting building costs to Rs 8 
lakhs. This lunctional approach, if it 
docs not adv<rscly allcct quality and 
woiking conditions, shoiihl have appli¬ 
cations m other projects as well. But 
perhaps in the case of Hmdustan it 
was the absence of foreign col¬ 
laboration that opened up this possibility 
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CAPITAL VIEW 


■*i>i liwiiii) iijii m 'wiiiiliiiiOii'<ii.wi||i^1[ii/i>Uinl)(f||^ 


The Election Scene 

Romesh Thapar 


ON Ihc one side, then^ are the savage 
murd(M“s of prominent leaders in Cal¬ 
cutta. On the other, the blackmail 
strikes by government (inployees using 
the threat to compel postponement of 
the elections. The democratic system 
has m^ver been put under such grave 
strain, and it seems to be bearing up 
extremely well despite the impression 
of collapse created by certain news¬ 
papers. 

What IS sui prising, of course, is that 
even a shoit ch'ctioncering campaign 
absorbs vast sums of money. Candi¬ 
dates are finding it extremely difTiciilt 
to cope with election expenses unless 
they have a quiet benefactor. Quite 
clearly, if the eh'Ction process is to be 
salvaged from the ravages of the 
money-bags, political and other, the 
election period must be reduced to a 
few weeks and the voting to a single 
clay. Such a flevelopmc'iit would lay 
the stress on constant work in the 
constituencies by well recognised 
caiitliclales. And the under-Liirrent of 
violence might also get reduc<*d. 

A Cl EAR Majorii’y? 

What does the election scene look 
like from the Capital at this moment 
of critical response. Tamil Nadu is in 
a state of upset. Chief Minister 
Karunanidhi may rue the day he 
decided to dissolve the State Assembly. 
The result looks like becoming indeci¬ 
sive, but the luling Congress is not 
really in the picture because of its op¬ 
portunist compact with the DMK. 
Bihar, loo, is in the doldrums thanks 
to a ruling Congress list of candidates 
which has sparked sharp factionalism. 
Mysore appears to have fallen to Indira 
Gandhi. Not so Gujarat. Himachal 
seems headed towards a Jan Sanghi 
sweep, believe it or not. Haryana and 
Punjab s<*em Indira-oriented. Delhi 
may well return to the ruling Congress. 
But question marks hang over Madhya 
Pradesh and Rajasthan. Orissa dood¬ 
les. Bengal seems on the verge of iso¬ 
lating the Maixists. Uttar Pradesh ex¬ 
pects a landslide in favour of the 
ruling Congress party. Andhra Pra¬ 
desh, Maharashtra and Kerala continue 
lo consolidate behind Indira Gandhi. 
Samph*. surveys, reflecting the ground 
swell, give Indira Gandhi a clear majo¬ 
rity on a vote langing from 42 to 52 pei 
cent. Not bad. But there are nearly 


two weeks of electionocring to go. 

The campaign is still dragging. It 
doesn’t have the flavour of decisive 
battle, d’he opposition parties sei*m 
somewhat demoralised, given to ac¬ 
cepting the general assumption that 
the lady at 1 Safdar Jang Road will 
win. Indeed, one does not get the 
feeling of historic changes impending. 
Only, a number of nondescript minis¬ 
ters in the present Council are wonder¬ 
ing what will happen when new blood 
— whatever that may mean! - - ap¬ 
pears on the parliamentary scene. In¬ 
cluded in this group are elements in 
the habit of parading their ‘nearness 
(o the Prime Minister. 

By the time these lines appear in 
print, Indiia Gandhi will have com¬ 
pleted her spectacular election tour, 
addressing twemty to thirty meetings a 
day, attending to urgent government 
work and patching up local quarrels 
wherever she goes. It is extraordinary 
how. over this land, a contest involv¬ 
ing the largest electorate in the world 
is being fought without any really 


THF’ suggestion that the Indian Coun¬ 
cil of Social Science Research (ICSSR) 
should, “as a rcseaich promotion activi- 
t\ . . . join h.inds with UGC and work 
ijiit a plan for giving a sabbatical to the 
teaching staff" (Yogcjsh Atal, “Profes- 
sionalisalioii of Sociologists", February 
(), p is of vital impoitance. Its 

iiupleanentalion would provide a neces- 
s.n>' element in India’s design for aca- 
(h'lnic giowth. 

It must b<‘ noletl, however, that the 
acatlcmics’ inability to engage in full¬ 
time research periodically is not rooted 
in financial stringency a1oiu‘. For an aca¬ 
demic to spend a >ear at the Indian 
Institute of Advanced Study would cost 
bis home institution notliing; indeed 
TAS was set np specifically lo enable 
academics tf) come here, to do their work 
I Of a veai or tw'o, and to return to then 
oiiginal base. Yet, among the Institute’s 
bellows sucli appointiiionts are rare ex¬ 
ceptions, partly because those who 
would come get little encouragement 
from their base dcpaitmcnts and uni¬ 


meaningful or substantial party oiganl- 
sations. Continental trends cr>stallise, 
despite the lack of mass media and 
what havi; you. And this is not a 
tnbiitt* to the dull AIR! 

To THE CouRis! 

The (‘flforts of lawyers and the like 
to use the courts somehow to cramp 
the elections have failed, but these 
elTorls are likely to continue ejvcn after 
the icsult is known. It is being plan¬ 
ned that a series ol petitions be laun¬ 
ched before High Courts and at the 
Supieme Court to challenge results 
and lo indict the elections as unfair. 
A substantial amount of money will be 
expt'ndcd in this effort, which is con¬ 
sidered worthwhile by those who have 
scant regard for the democratic system 
— the more so now when it looks very 
much as if the status quo ante cannot 
be restored. 

The lietting on the result has begun. 
Invariably, it is around th(‘ maioiily 
which Indira Gandhi will get. No one 
believes that she is going to lose, not 
even those who in public talk about 
her forfeiting her deposit in her consti¬ 
tuency, Rae Bareilly I 

February 22 


versifies. The nonns governing our 
univeisities give small w’eight to genuine 
scliol.irly achievement: in their autho¬ 
ritarian milieu, sycophancy to the 
Head (and other notaliles) is lai moie 
important. Given this load lo the 
Thadship, few auive lliere with honest 
mtollcctiial contributions; tlie others’ 
sen.se (if security lies in keeping theii 
juniors on a tight If‘ash. 

The liansformation of this mileu into 
one which encourages and gives due 
wtnght to academic contributions has to 
1)“ high on our national agenda. Wliiie 
the ICSSR, UGC, ('If, may help in this 
task, the primar\ batll(‘s have to be 
joined by individuals ii| paiticiilar de- 
paitinents in .specific universities. Given 
courage — and some support from col¬ 
leagues — the reformers often win. The 
tide favoujs them. 

S.vnsii Saukuwal 

Indian Institute of Advanced Study 
Simla 

February 18 


LETTERS TO EDITOR 

Sabbaticals 
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ur- wm;, ^rw»wt< caijOTi to'L«» ».»»«w w. . 

JsKHinath Sarfear tvere 'Itcpt o« iispUy age stamps had been dJscpntinnea. j‘ ; > 




Jiailtnalh ll^^ar 

MONf Bagch] is quife nght in what he 
''says al)out the place 6F Jadunath Sar- 
kar among our historians (December 
24, 1970, p 2006). But he does not 
seem to know what had been done to 
oKsiprve his birth centenary in this part 
of the country — in Bombay, Poona and 
Goa. All-India Radio took the lead, 
and a talk paying tribute to the doyen 
among Indian historians was broadcast 
from BomI)ay, Poona, Sangli, Parbhani 
and Nagpur on December 10. On the 
same day Poona University invited 
Raghubir Sinh, Jadunath's last pupil, 
to addre‘ss a c-tmtenary meeting organis- 
etl in co-operation with other h'arncd 
bodies of the place. At Goa, G M 
Moiacs spoke a})Oiit Jadnnath’s contri¬ 
bution to Indian history and arranged 
an exhibition of books I)y and about 
biiTi, Oiiginal h'tters Irorn Jadunatli 
Sarkar to P S l^issnilencar were also on 
display. At the Mahaiashlia Parichaya 
Kendia, Panaji, 1 was invited to speak 
on ladinilh and Maharasbtia. Some raie 


there. Maharashtra Bombay 

Kestori, Poona, and the Bhavans Jour¬ 
nal, Bombay, carried special articles 
highlighting the grand work of the his¬ 
torian. That I think is not a bad re¬ 
cord. 

Al>out the issue of the postal stamp. 
In 1965, I appioached the Advi.sory 
Committee on issue of .sp<?cial postage 
stamps aliont a joint stamp of Sardesai 
and Sarkar as the* two great friends, 
one fioni Maharashtra and the other 
from Bengal, who had Kiinaincd united 
for nearly 54 long years. The friend¬ 
ship NNas frnitlul in that it was respon¬ 
sible for the publication of more than 
03 volumes ol original historical mate¬ 
rial, 01 out ol these published by the 
then GoveiimKiit cif Bombay. I.<ater, 
Taia Saprt% as the MP tiom Bombay, 
had raised the point with the Minister 
concerned .ind detailed information on 
the two was leijiiested Irom hei, which 
was promptly supplied. At that stage, 
also, the oilicial decision was coimnuni- 


I admit that the Government of 
harashtra ought to have clone something 
in keeping with its enlightened rc*cord 
in such niallers. The Maharashtra GoVr 
ernmont had bencifitcHl the most from 
tlic work of thci two historians. Perhaps 
it is not known that Taduiiath Sarkar 
worked in an honoraiy capacity through¬ 
out. Whenever he liavchcd cm his edi- 
toiial work he- used l*> pay for his Jour¬ 
neys frenn Darjeeling to Poona. In 
ollR^r words, all the editorial work was 
available to the Goveinment of Maha- 
lashtru at almost no cost. But who In 
ollieial circles can appieciatc' the work 
of historians of ihc statnie of jadunath? 
It is indeed a pity I hat fiom arnwg 
the pc'Ople’s lepresenlatives no one 
c-ould tell the Governnieut with any au¬ 
thority what its dutv in the circum¬ 
stances was. 

S R Tikekat 

Roinhav 
I'cbmaiy 12 


Economic Outlook for 1971-72 


THE National Council of Applied Eco¬ 
nomic Research which pioneered an¬ 
nual economic forecasting in the coun¬ 
try has come out with its reading of 
the economic horoscope for 1971-72.* 
The study is divided, neatly and al¬ 
most equally, in two parts: a post- 
moritm on NCAER’s own forecasts 
(original and a mid-tcrm review) for 
1970-71 and a forecast for 1971-72. 

Even though mo.sl of the year is 
over, an effective post-mortem is not 
ix)ssible on 1970-71, thanks to official 
slowness in data collection and publi¬ 
cation. 

In agriculture, NCAER’s estimate of 
foodgrains production of 105 million 
tonnes is likely to turn out correct to 
the last but one tonne. Jute also 
came up to expectations and sugar¬ 
cane (and sugar) production has 
remained high. The greatest uncertainty 
relates to the output of cotton and oil¬ 
seeds; original estimates of production 
have had to be revised downwards, 
but no firm estimates of production 
are yet available. Prices of these Two 
commodities rose rapidly and then 
have fluctuated according to the opti¬ 
mism or pessimism which has surround¬ 
ed the latest estimate. 

In industry, NCAER’s estimates for 

* Margin, Special Number, Volume 3, 
February 1971. 


Arthagnani 

1970-71 have proved to be unduly opti¬ 
mistic. Against an original estimate of 
8-9 iKT cent giowth and a nnd-tenn 
estimate of 6 per cemt growth, recent 
trends show a flagging of pioduclion. 
The most clear and up-to-date indica¬ 
tion of this is railway wagon loading. 
The poor performance can be attribut¬ 
ed to poor steel and coal output, to 
some extent due to labour problems, 
and its impact on output of “capital 
goods and some intermediate indus¬ 
tries”. NCAER also suggests that ic- 
stricted cotton supplies have hamper¬ 
ed cotton textile production, though 
“yarn has fared Ix'ttcr than mill-made 
cloth”. The study, however, fails to 
explain how yarn could be produced 
without cotton, but not cloth. Other 
industries—cement, nitrogenous fciti- 
liscrs, automobile tyres and tubes, cau¬ 
stic soda, transformers, ball liearings 
and tractors—showed improvement in 
production. 

With its estimates of increase in 
agriculture and industrial production. 
NCAER had extrapolated a stable price 
situation for 1970-71. This expecta¬ 
tion has gone wrong, with a rise of 3.7 
per cent in food articles, 8.4 per cent 
in manufactures and 16.3 per cent in 
industrial raw matciials during 1970. 
The NCAER seems to attribute this 
rise to, among other factors (like short¬ 
ages such as of cotton, oilseeds and 


steel), a contra-scasonal increase in 
money supply during April-October 
1970 (against fall in money supply dur¬ 
ing the corresponding periods in 1968 
and 1969). 

NCAER’s mid-term expectation of a 

4 per cent rise in exports is not likely 
to be realised; n(‘r that of a rise of 

5 150 million in imports (other than 
foodgiains). Exports are expected to 
show only a marginal rise, and imports 
(other than foodgrains) a rise of f? lOO 
million. 

As regards the budget, evidence is 
highly Iragmentdiv, and indicates that 
non-plan expenditure fias lisen above 
budget estimati's, plan expenditure has 
not picked up and budgetary deficits 
will bo larger than estimated. 

With this expcM'ienci'. NCAER is not 
brimming with optimism about 1971. 
As regards foodgrains output, it esti¬ 
mates an output of 108 mn tonnes but, 
keeping in mind four consecutive good 
harvests, it hedges its bet with a 
minimum estimate of 100 mn tonnes 
if rains do not prove helpful. Hence 
also, it suggests a stand-by arrange¬ 
ment for import of 3 million tonnes 
foodgrains. It is oven less sanguine 
about cotton, oilseeds, jute and sugar¬ 
cane—a technieal breakthrough In 
their cultivation has still to come. 

For industry, NCAER estimates an 
increase of 7 to 8 per cent in output. 
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provement of ^6 per cent—^from 65 
per cent to 75 per cent—in the use 
of steel eapacily. Paper capacity is ex¬ 
pected to incrc.sse by 40,000 tonnes in 
1971 and four lertiliser plants are 
expected to go into production during 
the year. Production of cotton cloth 
is expected to increase by 4 per cent 
and of man-made fibres by 10 per cent 
(given supplies of raw materials). 
NCAPR considers shortage of raw 
materials as a major factor slowing 
down growth of indiistiial output: "In¬ 
adequacy of effective demand is unlike¬ 
ly to hamper increase of production 
althoTjgh there mav be a few excep- 
t’'ms'’. With the n(‘W licensing policy 
laid down, NCAER expects that the 
flow of investment decisions will be 


freer. 

NCAER anticipates that with proper 
policies, exports can rise by 5 per cent 
in 1971, To meet the needs of higher 
indiistiial production and exports, the 
study estimates that imports (other 
than foodgrains) would h(; higher by 
51100-150 million (jiliis standby ar¬ 
rangements for import of ”1 million 
tonnes of food grains) 

NCAER expects that the present 
trend of rise in prices will continue 
unless policy "changes are deliberately 
brought about” in respect of increase 
in mone> supply and supply of raw 
materials. As regards the first, the 
study expects a crop of deficit budgets 
in 1971-72; hence "arresting the growth 
of money supply is difficult’*. So 
NCAER plumps for liberal imports of 
raw matciials to contain inflationary 
pressures. 


Given the limitations (with a large 
part of national income generation de¬ 
pendent upon the state of the monsoon 
and with the long lags in data supnly), 
the NCAER exercise in forecasting 
seems reasonable in its assumptions. 
But there are some issues of policy 
prescription and forecasting methodo¬ 
logy which deserve closer analysis and 
questioning. 

NCAER seems to be taking its stand 
firmly on supply considerations rather 
than demand factors as determining 
output and. therefore, policy measures. 
Ft attributes the poor rate of indus¬ 
trial growth to supply factors (shortage 
of steel, cotton). Tt, therefore, also 
argues that monetary restraint might 
not bfi an efficient remedy against in¬ 
flation: n'straint is not r>ossible (m 
priority sectors, and the effect of res¬ 
traint on non-priority sectors is "rather 
uncertain”. Instead, NCAER argues for 
operating on factors restraining produc¬ 
tion—raw material supplies and con¬ 
trols; it makes a particularly strong 


fop. 

removal of bureaucranc;, ^ 


The only art'a in whidi' ft wants 
is industrial relations. 

Is this analysis valid? Firstly, is sup¬ 
ply a real constraint on production? 
Even in cotton textiles, despite opin¬ 
ions to the contrary, it is not. A 
temporary shortage of raw cotton can 
be covered by imports, and cotton 
cloth demand can be met from stocks 
of finished goods—which are not known 
to be particularly low. The price rise 
in cotton cloth is a function of cost 
of cotton, and it is not certain that 
demand for cotton cloth would have 
risen substantially if cloth prices 
had not been edging up. Even in steel, 
the impact of shortage on output of 
other goods is being exaggerated; per¬ 
haps steel tube manufactures has suf¬ 
fered most, but should low wagon out¬ 
put be attributed to steel shortage or 
to lack of orders from the railways? 
Shortage of raw materials would i^e 
reflected in depletion of finished goods 
supplies, unsatisfied demand and 
lengthe ning order-book positions and 
large price rises in finished goods. 
How many industrial goods face this 
situation? 

Clearly, while aggregate demand is 
rising due to increase in money sup¬ 
ply, it has to be broken down into 
effective demand for individual pro¬ 
ducts. While aggregate money supply 
appears to finance cost-push inflation, 
there is not adequate effective demand 
for investment. It is evident that in 
many cases there is unutilised capacity 
because of lack of demand (machine- 
tools, struetnrals, railway wagons, com¬ 
mercial vehicles), and not lack of raw 
material supplies. 


This clearly laises a policy dilemma : 
how to create effective demand for 
some goods, while simultaneously re¬ 
ducing overall money supply. NCAER 
has caught only the tail of the ele¬ 
phant, and mistakes it for the whole 
solution of the problem. This has hap¬ 
pened because methodologically 
NCAER ignores the demand factor in 
income generation. Significantly, in In¬ 
dia there are only a few indicators 
(railway loadings, prices, bank credit 
and money supply), which reflect over¬ 
all economic trends and data about 
which are available with fairly short 
lags. Ft is these indicators which 
should be used, both qualitatively and 
quantitatively, for interpretation and 
forecasting. For example, railway wa¬ 
gon loadings should be used to esti¬ 
mate likely trends in industrial pro¬ 
duction, and not used an after¬ 
thought (after two pages of analysis 
of out-dated industrial data) as 


analyse what the impact of tlie Pton- 
ned increase in central outlay under 
the 1970-71 Annual Plan has been. 
Perhaps, given the distribution of the 
outlay (the increase, though large, be- 
inK confined to infra.stniehire pro¬ 
jects), it has not had the desired ef¬ 
fect on industrial revival. Whatever 
(he consequences, they needed analy¬ 
sis. 

Similarly, one is surprised that the 
NCAER carries out the whole fore¬ 
casting exercise for 1971-72 without 
leference to the likely or dasirable 
annual plan outlay for 1971-72. The 
reference to the need to orient outlay 
in favour of creation of employment 
represents vague wishful thinking^ not 
economic analysis. A major part of 
NCAER's attention is confined to 
seeking relaxation of the present con¬ 
trol system, depending upon supply, 
rather than demand, factors for bring¬ 
ing about economic revival. 


Yet this remedy is patently inade¬ 
quate, as the experience of the last 
foiii years of vctmomic stagnation has 
shown. The first prescription for the 
Indian economy is a substantial rise 
in Government investment and outlay, 
related to sectors in which there is 
excess capacity. This would make for' 
a possible growth in industrial i^roduc- 
tion of 20 per cent, against 7-8 per 
cent envisaged by NCAER. In parti¬ 
cular, the Government would need to 
step up industrial investment. This 
would imply a minimum increase of 
Rs 500 croies in the plan outlay for 
1971-72. 

As (he experience of 1970-71 shows, 
such an increase cannot be brought 
about without an impact on inflation- 
aiy trends. Therefore, it would be 
necessary to take corrective measures. 
This would imply a minimum new 
taxation of Rs 250 ciores by the 
Central Government. In addition, a 
tight rein on the cost and availability 
of credit would have to maintained. 

Clearly then, the picture for 1971-72 
is even moro clouded than the NCAER 
makes it out to be. What is important 
to note is that the past policy-mix— 
which NCAER would like to see con¬ 
tinued, with changes mainly in bureau¬ 
cratic controls and procedures—has 
been proved wrong and feas little re¬ 
levance to the problems of 1971-72, 
Unless Government plans more boldly 
and increases its investment sharply 
and takes corrective monetary measures 
to restrain inflationary forces, it is 
certain that the Indian econonDy will 
settle down to the present situation , of 
inflation with stagnation. 
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Malpractices Rampant 

Nish tar 


THE presidential speech delivered by 
Madanmohan R Ruia at the 49th annual 
meeting of the East India Cotton As¬ 
sociation, Bombay, is a severe indict¬ 
ment of the cotton trade. By detail¬ 
ing various malpractices rampant this 
season, Ruia has, unwittingly, streng¬ 
thened New Delhi’s hands in the pro¬ 
posed complete take-over of the cot¬ 
ton tiaclc. (Imports have already been 
entrusted to a state-run corporation.) 
Fortunately for the trade, the Gov¬ 
ernment’s own record in the manage¬ 
ment of nationalised institutions and 
public-sector undertakings is not very 
clean and encouraging. 

Malpractices in the marketing of 
cotton listed by Ruia include defaults 
in pa>inni(s, delay in deliveries, 
unilateral closure of outstanding con¬ 
tracts, poor quality, mixing of cotton 
with trash and broken seeds and 
underweight bale.s - 140 kilograms or 

even less against the standard bale of 
180 kgs. The list is not really com¬ 
plete. According to Dayalji G Patel, 
president, Gujarat Sahakari Roo 
Udyog Sangh, traders, mills and spe¬ 
culators have all been making exten¬ 
sive use of non-lransferable specific 
delivery contracts as hedge contracts 
even though hedge trading in lint 
cotton has been banned for the past 
four years and forward deals in 
‘kapas’ had also been prohibited early 
this season. Also, mills have not been 
fully complying with the limits on 
stocks of cotton to be held by them. 

The EICA chief has attributed the 
various malpractices to the ‘‘unprece- 
' dented continuous rise in cotton 
prices” which subjected the trade and 
the industry to severe stresses and 
strains. Whatever be the promptings, 
one cannot condone these malpracti¬ 
ces. Ruia has pointed to the need to 
devise for the next season such fur¬ 
ther steps and by-laws as will ensure 
proper and smooth marketing even in 
comparatively diflficult conditions. But 
do rules matter? Most of the cotton 
trade associations are registered under 
the Forward Markets Commission Act 
and a number of regulations for pre¬ 
venting such malpractices in the mar¬ 
keting of cotton are already on the 
statute book. 

’ Ruia has made the point that the 
^devastating effects.of the rise in prices 


on the cotton trade and industry 
could have been reduced had trading 
in hedge and transferable specific 
delivery contracts in respect of some 
of the important varieties of cotton 
been permitted as requested by his 
association. With the built-in price 
stabilising influence of the futures 
market missing, cotton prices have 
been fluctuating more widely than 
warranted by the actual demand-supply 
equation. Ruia's view is shared by 
many but it Ls unlikely to carry any 
weight with the government which is 
virtually committed to banning futures 
trading in agricultural commodities. 
That the government should continue 
to allow hedge trading in a number of 
relatively unimportant commodities 
makes one doubt whether New Delhi 
has any rational approach to the con¬ 
troversial issue of futures trading. 

Market-wise, excepting a few varie¬ 
ties which have remained depressed, 
cotton prices generally have recovered 
by Rs 100 to Rs 150 a candy from 
their recent low levels. The recovery 
appears to be in the nature of a tech¬ 
nical correction of the preceding 
sleep decline of Rs 500 to Rs 950 a 
candy within some twenty days. Con¬ 
sumer resistance, acute financial 
stringency and political uncertainties 
and preoccupation with elections 
have resulted in a marked setback in 
cloth and yarn prices. The decline in 
cotton prices is the inevitable conse¬ 
quence of the weakness in cloth and 
yarn markets. 


Activity Shrinks Further 


THE stock market continues to have 
an uneasy time and there seems little 
hope of any significant improvement 
m the situation in the immediate 
future. In view of various uncertain¬ 
ties, political and economic, both bulls 
and bears have been inclined to adopt 
a wait and watch attitude with the 
result that activity has shrunk to small 
proportions. And with sentiment un¬ 
settled by ugly political incidents 
even small selling has at times proved 
enough to depress prices quite con¬ 
siderably. Last week’s further decline 
has carried the market slightly below 
its November-December low the 
lowest level recorded after the 1970 


peak established early in October^ T^ 
bit‘aktbrough is not yet decisive 
the market's overall behaviour doci 
give one the unx^rcssiuu that it fe^ 
the need to reassess the near-dlstanf 
outlook for equities in the light of thd 
not-so-promising performance of th^ 
economy. 

Lags have appeared almost every* 
where and the deteriorating price 
situation is, in a way, a measure of 
the increasing stresses and strains ip 
the economy. Many industries, such a$ 
engineering, wagon building, coal, jute 
and sugar, are having a hard time due 
to a variety of factors like raw matt^ 
rial shortage, particularly of steel# 
transport bottlenecks, poor export 
demand and financial stringency caus¬ 
ed by credit curbs. The overall indus¬ 
trial growth rale is running some three 
to four per cent points below the tar-^ 
get rate for 1970-71. Excise .collections 
and railway earnings during the first 
nine months of current year make a 
poor showing and are well below 
budget estimates, reflecting the gene- 
lal slackness in the occmoiiiy. Tb© 
States’ plan outlays for 1971-72 show 
only a small increase over the current 
gear’s figures and that again is due 
mainly to larger Central assistance* 
The unproductive wage hikes conceded 
by a few States to their employees 
will make inroads into development 
outlays and add to inflationary pres¬ 
sures which are likely to have an 
adverse impact on industry’s profit 
margins. 

These are all bear factors for the 
stock market. ITie small relaxation of 
the credit squeeze by way of more 
refinance at the Bank rate and a ceil¬ 
ing of 15 per cent on the penal rate 
of interest and New Delhi's announce¬ 
ment liberalising steel distribution pro¬ 
cedure have had no noticeable effect 
on the general sentiment. For the pre¬ 
sent, the market’s attention is focused 
mainly on the outcome of the crucial 
battle of votes. Political instability at 
the Centre can make the economic 
prospect more confusing. 


A Steadying Hand from 
Vanaspati 

THE oilseeds market has turned stea¬ 
dier, with prices staging an all-round 
sizeable recovery from the recent low 
levels recorded under pressure of 
‘distress’ sales following the failure of 
a prominent bull operator to honour 
his commitments. Not unexpectedly, 
groundnut oil has provided the lead 
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j^bru^y km 

and at its last week's high of Rs 4,500 
per tunne, the spot quotation stood 
only Rs 150 'lelow the highest rate 
touched so far this season. The re¬ 
covery in oilseeds (rabi crop) futures 
has also been impressive. Castor futures 
which had been marked down to 
Rs 134.50 (per quintal) have recovered 
to Rs 144.50 and linseed futures have 
rallied from Rs 149 to Rs l'>8; the 
latest quotations are about Rs 2 to 
Rs 3 a quintal lower. While the tally 
in future^ can be treated as only a 
technical correction of tlie preceding 
steep decline, the improved tendency 
in groundnut oil seems to reflect the 
impact of steady off-take in the face 
ot reduced offerings; the marketing 
season foi groundnut has now passed 
its peak and ihc market seems to have 
absorbed the impact of credit curbs. 

The price of varjRspati has been 
reduced liy Rs 150 a tonne m the 
northern zone; elsewhere prices have 
been kept unchanged but the use of 
cheaper soyabean oil has been reduced 
by 4 to 6 per cent, depending on the 
zone. Reduced supply of soyabean oil 
means larger use of gioundnut oil and/ 
or cottonseed oil as the production of 
vanaspali is being maintained around 
the highest level. This is having a 
steadying influence on groundnut oil 
prices which generally set the pace for 
the rest of the market. New Delhi is 
reported lo have purchased about 

COMPANIES 


have iuvestniciit in shares of about Rs o 
lakhs, even thoiigli it does not yield any 
dividends. The company’s bonowings 
aic iiioiiiiting and tlic liiiuidily iiosition 
is getting tig!lb‘r Dividt'nd v)ii prefer¬ 
ence shaH*s, amounting to less than Rs 
two lakhs, has l)<»n skipped — although 
the aecoiints showi'd a net surplus of 
0 \ei Rs loin l.ikhs. Also, the balance 
sheet as at the end of June 1970 re¬ 
vealed that, among ‘other liabilities’, 
thi'ie vvas an amount of over Rs one. 
lakh on aecount of the eompany’s and 
staff contribution to provident fund — 
which has been paid in the cinrent 
year. Thr directors are seeking 
shareholders’ approval and goveminent 
consent lo tlie provision for a “mini- 
inum” iemun<*r.ition of Rs 75,000 to be 


20,000 tonnes of soyabean oil from 
the US under a conditional letter of 
reimbursement; the contract is for 
February/March shipment. This will 
enable the Government to maintain the 
release of soyabean oil to the vanas- 
pati industry at around 10,000 tonnes 
a month only up to June. Arrange¬ 
ments will need to be made for import¬ 
ing additional quantities of soyabean 
oil and/or sunflower oil to make up 
for the reduced domestic availability 
of groundnut oil during the slack 
season. 

The Maharashtra Government has 
informed the Bombay Oilseeds and 
Oils Exchange that it does not now 
require the tank facilities offered by 
the trade for storing groundnut oil 
for distribution among the ‘weaker 
sections’ at reasonable prices during 
the lean period - June to September. 
The Government is understood to 
have given up the scheme /or the pre¬ 
sent for want of adequate financial 
resources and high prices of groundnut 
oil. This does not necessarily mean 
that the buffer stock scheme has been 
shelved. It could well be that the Gov¬ 
ernment prefers to have oil stored in 
tins rather than in tanks. There have 
been reports that the State authorities 
have been purchasing oil through the 
agency of the Ciujarat Co-opei alive 
jMarketing Society. Oil in tins is easier 
to distribute. 


paid to managing director, executive 
oireitoi aiul wholi'-lfine director. The 
conipnlation for their icrnuiKTation. 
liowever, comes to nil. All three hold 
' qiiitv shares in tlie company, of 
total lace value of over Rs 6 lakhs. The 
whole-time directoi, K S Shah, has re¬ 
signed from the board from June 30, 
1970. but n<^ reason has hetm given lor 
iiis lesignation. 

The directors' leiKul, dat<‘d F’ebiuaiy 
12 , sa>s that i^artiiership accounts of 
Gammon Shah for the year ended De- 
ceanber 1909 were “not available" and 
that therefoio, the profit or loss for that 
Near could not be provided for in the 
company's accounts. La.st year, Shah 
Constriiob’on’s share of loss (part of 
1906, 1967, 1968) amounting to about 
Rs 20 lakhs was debited to the ac- 


countsv Income tax dcanand for the as- 
sessmt'nt year 1960*61 of about Rs 5 
lakhs has not been provided for, as the 
same is “disputed” by the company. 
Arrears of preference dividend apart, 
share issui* expenses to the extent ol *Rs 
65,(K)0 have yet not been written oil. 
The Ijoard’s proixisal to issue bonus 
shares by capitalising about Rs 9 lakhs 
from general reserve has been rejected 
by Government. 

The poor results ot 1969-70 are 
blamed on “non-availability" of critical 
items ol raw materials, labour problems 
at a worksite in Bihai brought about by 
“extremist agitators”, rise in costs, and 
the unchanged “economic eliinatc in 
respect ol the construction industry”. 
The labour union leprt^scnting “a s<‘c- 
tion of the workers” has taken the mat- 
U'x to the Industrial Tribunal, seeking 
ledrcss lor a “large number of its de¬ 
mands”. The award of the Tiibimal is 
awaited. I'uruover durnig the first 6 
months of the current year was “below 
the optimum levt'ls”. To boost the sag¬ 
ging morale ol the sharehoUiers, the 
diieetois say that outlook for the cur¬ 
rent yeai “apix*ais to havit iminoved ' 
witfr the prociuenuait ol substantial con¬ 
tracts recently worth over Rs 10 crores. 
They expect that the company will be 
abh^ to service tlieso contracts “satis¬ 
factorily and profitably”. 

S R JOSIII AND COMPANY says that 
it could not maintain progress on works 
of the I'ail Race tunnel and of tire Bo- 
lad wadi dam in the Koyna hydio-elec- 
iric project stage 111, because tire au¬ 
thorities had not fixt;d rates for “heavy 
extra items” that have arisen because 
the “condition of the rock strata Lis] at 
variance with the tender data", and 
because ol the earthipiake of 1967 and 
the “changed work conditions during 
the past 4 years”. Government proposes 
to cairy out work of the timnr I, either 
rlepartmentally oi through another 
agency, “ostensibly at our cost and 
risk”. The company has, on the other 
hand, claimed damages from the de- 
partiiK^iit on this account. The direc¬ 
tors point out that rising costs of mate¬ 
rials and labour, labour troubles, and 
political instability in various States, 
continue to affect its ways and means 
position and financial result!. On ac¬ 
count of “huge" outstandings with va¬ 
rious deparbiicnts, the company has de- 
niandi d arbitration for settlenumt of dues 
on several works. Arbitration awards 
for two works, given so far, have Ixjen 
in its favour. The method of cakulat- 
ing depredah’on for plaAit and equip¬ 
ment has been changed from the writ- 


Too Many Uncontrollables ? 

Hansavivek 
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ten-down value method to straightline 
method from 1960-67. Over Rs 7 lakhs 
thus found to be in excess in previous 
provisions have been written hack. Had 
the deprcciaHon been calculated by the 
old method, the charge for depreciation 
on such eqiiipincnt would have been 
about Rs 13 lakhs more than provided 
now. SBJ has - provided Rs 30,000 as 
“ininiiniim'' remuneration for the manag¬ 
ing director in the absence of any pio- 
fits, as revealed hy the con^piitatimi 
under the Companies Act. The share¬ 
holders’ approval apart, the company is 
trying to secure also Government’s con¬ 
sent to this. 

INDIAN EXPLOSIVES has secured a 
‘lott<!r of intent’ for tlie manufacture of 
1,000 tonnes of nitrocellulose per an¬ 
num, and is seeking a manufacturing 
licence for it. 'Fhis plant, when com¬ 
missioned, will not only meet the com- 
Iiany’s own captive re<inirements of 
blasting soluble nitrocotton but will also 
manufacture vaiions grades of nitio- 
cellulose lequired for paints and oth<‘r 
industries. Activities in researeh and 
development have becMi e.xpanded, and a 
number of n<‘w products added 
U) * the sale range — particularly the 
raugt; of slurry explosives ior use in 
openeast mining aiul a new “perniittc'd*’ 


explosive approved for blasting f]:i solid 
coal* An ambitious programme of fun¬ 
damental research has now been under¬ 
taken to develop entirely new composi- 
tit)nfl. The company received three 
more national safety awards for 1968, 
making a total of eight such awards 
won since 1965. The fertiliser plant 
was commissioned ahead of schedule and 
has l>cen W'orking satisfactorily. Ibe 
Indian staff took over full operational 
rt'sponsibilities Irom last July. The pro¬ 
duction, of just under 1,48,000 toimes 
iipto September 1970, was much higher 
than expected. Effort put in over tJie 
i:>a.st few years to build up a distribut¬ 
ing and selling organisation helped to 
sell 1,50,000 tonnes of urea, of which 
1,30,000 tonnes was the company’s own 
production. Pnxluctioii of commercial 
i‘\plosives was maintained at a higher 
rate, but then? was a shortfall of 500 
tonnes owing to two strikes. With li¬ 
mitations on capacity, demand for ex¬ 
plosives cannot he met in full. Con¬ 
trols have been imposed to ensure 

“erjuitable distiibution” to customers. 

Sales of sptxial grades of high quality 
gunpowder increased by almost 40 per 
cent. A short delay detonator, design¬ 
ed for safe use in gassy mines, is under 
test by the Cential Mining ResearcJi 
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Station. Despite increases in the oo^ 
of several major raw materials and uti¬ 
lities, lEL showed substantial increased, 
in sales and profits because of the con¬ 
tribution from the fertiliser division. 
Total sales for the year were Rs 25.46 
crores, against Rs 15.14 crores in the 
previous year. These included import¬ 
ed un^a (Rs 1.79 crores against Rs 3.01 
crores). Sales of urea, manufactured at 
the Kanpur plant, fetched Rs 11.22 cho¬ 
res. Net profit owt;s its high level to 
the nominal tax liability on account of 
the reliefs available to the fertiliser pre¬ 
lect. Total remuneration of the direc¬ 
tors including managing directors was 
Rs 11.19,050 for 1969-70, against Rs 
6,57,513 for the previous year. A note 
on the accounts, to which the auditors 
have drawn the attention of the share¬ 
holders, says that Government’s appro¬ 
val is awaited to the appointments of 
A W Hamer as managing director, M G 
Satow as a joint managing director, S K 
Chanda and U C Raghnbir as alternate 
directors in the whole-lime employment 
of the company. It adds that the re- 
rnuneiation paid/payable to these direc¬ 
tors and also the increased remunera¬ 
tion payable to the other whole-time 
directors, amounting to Rs 3,97,829, is 
subject tt) Government’s approval. 


The Week’s Companies in Lakh.s) 



Shah 

Constiiiction • 

S B Jo.shi 

and Co 

Indian Explosives 
Limited 


Latest Year Last Ye.ii 
;30-(i-7<) 30-6-69 

I.a test Year 
30-6-70 

Last Year 

30-0-69 

Latest Year 
30-9-70 

Lost Year 
30-9-69 

Paid-up capital 

81 

81 

54 

54 

2146 

2141 

Reserves 

46 

47 

34 

23 

571 

361 

Bo]TOwing.s 

310 

284 

448 

360 

3146 

3028 

of which Term borrowings 

174 

149 

10 

8 

3032 

2790 

Gross fixed assets 

272 

269 

258 

224 

6325 

5835 

Net fixed assets 

186 

198 

181 

159 

5465 

5271 

Investments 

9 

9 

— 

— 

6 

3 

Current liabilities 

224 

228 

158 

130 

622 

575 

Current assets 

216 

210 

435 

347 

838 

471 

Stocks 

49 

45 

119 

111 

492 

32.3 

Book debts 

122 

109 

77 

61 

375 

358 

Net sales 

431 

509 

1241 

975 

2546 

1513 

Other income 

13 

13 

10 

23 

13 

13 

Raw xnaterial costs 

338 

394 

1132 

873 

814 

742 

Wages 

16 

15 

141 

140 

253 

142 

Interest 

33 

32 

30 

22 

161 

14 

Gross profit(4-)/loss(—) 

20 

27 

29 

19 

610 

369 

Depredation provision 

15 

16 

19 

17 

333 

70 

Tax provision 

— 

— 

— 

1 

1 

156 

Net profit(H-)/Ioss(—) 

Development rebate provision 

5 

11 

10 

1 

282 

143 

— 

3 

— 

1 

45 

3 

Transfer to rf.*serves 

Dividend 

5 

8 

7 


165 

67 

Amount 

Nil 

6 

3 

_ 

72 

72 

Rate (per cent) 

_ 

6 

5 


15 

15 

Cover (times) 

RaHoa (per cent) 


1.33 

3.70 


3.28 

1.93 

Gross profit/sales 

4.64 

5.31 

2.32 

1.94 

24.19 

24.33 

Net profit/capital employed 
(nventorles/ssiiet 

1.14 

2.66 

1.86 

0.22 

4.89 

2.56 

11.37 

8.84 

9.58 

11.38 

19.32 

21.34 

Waged/sales 

3.94 

2.94 

11.36 

14.97 

9.93 

9.38 
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FROM OUR CORRESPONDENTS 


NEW DELHI 

Oil Policy on 

TUK c:alc’ulalj\)ns of the Petroleum 
Ministry alx)ut the supply of crude oil 
have In'en totally upset by the latest 
developnieiits in the world oil market. 
The iritei national oil companies have 
bet ii oblii^ed to agiee to substantial 
ineiease m c inde pi ices in i espouse to 
tlu (Itanaiul of a gioup of producing 
countnes. I'he IV-troleuru Ministry had 
exiuled nmeh satisfaction when a tew 
months ago il had succeeded after a 
piolouged tussle in securing a reduction 
of a lew cents piT bairel in the price of 
ciud(' inipoited by the foreign oil 
companies lor lefining m tmlia. I'he 
assiiinj)tion then was tliat the downward 
trend in eimh- ]>rices m the world mar¬ 
ket would lontiiine and that India 
would emitinue to i<‘eeiv<j additional 
eonccssions on this account. Wliilc iun- 
elaiTit'iit.il changes m tlie opt^ratkni of tlu: 
foieign compaiiu's m the country W'cie 
eimsagi’d, among them majoiity paiti- 
cipation with these companies, it was 
assiiined that the companies wmuld con¬ 
tinue as the agencK's to iiniX)rt crude, 
passing on maigiiial benefits to India in 
the piocess. 

The agieement now entered into b> 
the oil companies with the prmlucmg 
eonntnes at Teheian has led to prompt 
demands by tin* companies m India lor 
a price ineiease eoiiespondmg to tht: 
terms of the agie".merit. If the in¬ 
crease now ileiiianded is conceded the 
einde oil impoit bill will go up by as 
nmeli as J’ts 22 eroies in free loieign 
exchange*. The ofliejals jri the Miiiist;>, 
Jiowever, think tfiat the demand fur an 
ineiease of 27 ctaits pei bairel made 
by the companies is only the opening 
gambit in the i^rite negotiations and 
that ultimately they should be able to 
settle at about half that sum. Even to 
the cost oil aceoimt of crude imports 
will go up substantially. 

SuuHi r; or Cuuok Imp<irt.s 

However, tlie main issue pased by 
this development is not that of the price 
rise that m,iy have to he acc'epted, but 
that of the piesenl arrangements for im¬ 
port of crude oil through the foreign 
eompanies. 7hese arrange#la'llts Iiad a re- 
levanc'C' and were probably a necessity 
when the internatiofial companies were 
in a dominant x>()sition in the oil busi¬ 
ness and tliere was possibly no alterim* 
native to doing business through them. 


Wrong Tracks 

What the recent developments have un¬ 
derscored is tliat the oil producing coun¬ 
tries are now in a position to as.scil 
themselves and take the Initiative to 
regulate the oil busine.ss to a great ex¬ 
tent. It is this that calls into question 
the arrangements we have with the 
conqianies for importing crude oil. 

Since the Second War, all the pro¬ 
ducing countries in West Asia have step 
by st<*p developed their own national oil 
industries and have built up national ca¬ 
pacities in crude oil production as well 
as other facilities. To that extent they 
fiave curbed the operations of the oil 
txjmpanics. Thi.s has enabled them to 
mount pressures to obtain the kind of 
concessions that they have now won 
Irom the companies. But, in addition, 
they are also today in a position to 
deal diiectly w'ith the consumer coun¬ 
tries without the international companies 
necessarily aefing as intermediaries. 
This would be particularly so for those 
markets w^hcre the oil companies them¬ 
selves aie not the only or the main agen¬ 
cies for refining and marketing of pe¬ 
ll oleum pimlucts. 

Since, in our country, we have fol¬ 
lowed a policy of developing ri'iiniiig 
and marketing in the public sector, in 
the process curbing the operations of 
the international companies in these 
fields, direct cxintact between the na¬ 
tional oil industry hi India and the 
national enterprises in the producing 
countries for our rcHiuiremcnts of crude 
oil would appear to he logical and of 
mutual advantage. But the Petroleum 
Ministry has not given serious tiiought 
to this. On the contrary, there has l>een 
strong reluctance to taking steps in this 
direction even alter the report of the 
.Shantilal Shah Oimmittee on Oil Prices 
which recommended the setting up of 
a national agency for arranging import 
of all crude oil requirements without de¬ 
pending on the inteniational oil com¬ 
panies to act as intermediaries. The 
setting up of a national agency for 
crude import implied direct contact with 
the producers, though this aspect of the 
matter was not spelt out in detail by 
the Committee. The approach of the 
Petroleum Ministry, however, has been 
decisively influenced by the fear that 
crude supplies might get disrupted by 
any basic change in the present arran- 
gcmeiits. It also feela that It would be 


less bothersome to function witldn the 
present arrangements whOe seeking 
some pric'C concessions from the esta¬ 
blished importers. 

Slumi* in Exploration 

In this context reference has lo lie 
made also to the sluggish manner in 
which we liave gone about developing 
our national crude oil resources. Tlie 
last five years have been particularly 
sterile in locating and exploibtig crude 
oil sources within die country. As a 
result, our dependence on crude oil 
imports has gone on mounting as our 
nx|uireinents of iiclroU'um products has 
increased. An exaniination of the work 
of the Oil and Natural Gas Commission, 
the only public sector agency for oil 
exploration and production in die coun¬ 
try (besides Oil India which is confined 
to parts of Assam), shows that it has 
been the victim, after the initial push 
given to it by the then Oil Minister 
K 1) Malaviya with Soviet assistance, 
of bureaucratic constiaints. It has also 
suffered as a result of its tie-up w7h a 
single source abroad, that is the Soviet 
Union. The tie-up with Soviet assist¬ 
ance, which played an extremely posi¬ 
tive role in tleveloping the nationu) oil 
indiistiy in the liist phase of its deve¬ 
lopment, has lor some years now operat¬ 
ed as an inhibiting factor in its further 
growth and development. Unlike in ic- 
fining and marketing where the. techno¬ 
logical base of the industry has been 
diversified, the ONGC has not been 
given freedom to do the same. This is 
seen both in the allocation of free for¬ 
eign exchange for its operations as well 
as in its contacts with foreign (oth<?i 
than Soviet) expcrti.se. 

What is more, the Petroleum Miiii.stiy 
is moving in a fashion which will ag¬ 
gravate the problem. On the one hand, 
ONGC operations on land are iiroposed 
to be kept exclusively tied to Soviet 
technical advice. This is evident from 
the fact that the work of review and 
assessment of ONGC operations on land 
has been assigned to a Soviet team of 
specialists which, incidentally, WBSt in¬ 
vited by the Mhiislry without reference 
to the ONGC. On the other, the new 
venture for exploration.«kOf crude oil in 
the deeper waters offshore (the ‘Bombay 
High’) is Iiroposed to loe taken away 
from the ONGC and placed in tho hands 
of a new body. The ‘Bombay High* 
venture, which has been inordinatdy de-. 
layed after its pro.spects had been esta*- 
bllshed as far back as id 19193, la lio 
be undertaken with Japanese and Aitie- ' 
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ricon fiiundal anc! tecimical assi^ance. 

iThc significance of the offshore ven- 
ture> besides the possibility of striking 
oil ,in large quantities, is that it ought to 
build Indian capability for similar ven¬ 
tures in other prospective offshore struc¬ 
tures, There is no question that the 
ONGC, which has gathered experience 
in oil exploration over the years, would 
he best equipped to absorb the experi¬ 
ence from the ‘Bombay High* venture. 
This possilvility will be greatly reduced 
if a new organisation is set up lo col¬ 
laborate with the Japanese and the Ame¬ 
ricans in the work on the ‘Bombav 
High*. 

A new body, it has been suggested, 
will be able to assimilate Western tech¬ 
nology which is more effective in the 
field of oiT.shore exploration than the 
ONGC which is tied up with and at¬ 
tuned to Soviet technolog>\ This is 
clearly too schematic a view of (hings. 
There need be no bifurcation of our oil 

TAMIL NADU 

Banking on 

THE election-eve scene in Tamil Nadu 
offers hardly any scope for breezy 
asscitions about the foitunes of either 
of the two fronts pitted against each 
other. Unlike in 1967, when certain 
grave issues like the food problem and 
the national language inflamed mass 
pa.ssions and the election provided an 
oppoitunity loi expression of popular 
resentment, in 1971 the fight seems to 
be largely over non-issues and time¬ 
worn cliches like eradication of poverty, 
corruption in party and government, 
preservation of democratic values, etc. 
Public enthusiasm, for the current 
election is at a low ebb, not because 
the election has been ‘imposed* on the 
people a year earlier than necessary 
but because large sections of the elec¬ 
torate are convinced that given the 
quality of the politicians and the kind 
of electioneering, the gulf between 
promise and performance has to be 
inevitably wide. An attempt has been 
made by both fronts to liven up the 
electioneering through the induction 
of two matinee idols, M G Ramachan- 
dran (MGR) and Sivaji Ganesan, whose 
rivalry in the film w6rld ha$ now ex- 
tedded to their political affiliations. 
But ultimately the outcome of the 
election ivould largely depend on the 
communal and caste credentials of the 
capj^idates in relation to the composi¬ 
tion it. the electorate they seek to re- 


explomtioii and productloii activity on 
the basis of whether it Is based on West¬ 
ern or Soviet technology. What is ne¬ 
cessary is that the ONGC, which has 
operated in the field of exploration for 
two decades, should be allowed sulTi- 
cient initiative to diversify and enlarge 
its technical capabilities and skills to 
undertake new responsibilities in the field 
of exploration — l)oth on land and ofl- 
shore. 

In the midst of it all, there is evi¬ 
dence of lethargy' setting into the work 
of the ONGC. For the past several 
months it has not had a chairman. 
When its fonntr ehainnan, an ICS offi¬ 
cer, retire<l some months ago, the Min¬ 
istry, of course, would not even think 
of promoting somebody from vvithin the 
organisation with technical qualifications 
and experience to head the organisation. 
It \^’as proposed to bring in an outsider, 
from the Railways. The proposal did not 
go through and no new incumbent has 
i)een found so far. 


New Voters 

present and would be tilted here and 
there by the minorities not fielding 
their own candidates. 

DMK’s Lapses 

The democratic front led by Kamaraj 
and Rajaji is content with highlighting 
the acts of omission and commission 
by the DMK government and promis¬ 
ing “a clean and honest government, 
free of corruption, which will be wed¬ 
ded to the welfare of the poor”. By 
way of windfall, this front has benefited 
from the Salem incident involving the 
procession taken out by the Dravida 
Kazhagam insulting the images of the 
Hindu Gods, Rama and Muruga. The 
inaction of the DMK government, 
which allegedly provided police e.scort 
for the procession, is interpreted as 
coMusion in this sacrilege. The belated 
suspension of a sub-inspector of police 
and the even more belated action 
against the DK leader, E V Rama- 
swamy Naicker, have served only to 
add insult to injury. 

The DMK government went on to 
commit a further indiscretion by ban¬ 
ning posters put up by its election 
opponents depicting EVR raising a 
chappal to hit Rama and Muruga while 
holding a pamphlet containing the 
demand to legalise the coveting of 
another's wife. To cap it all, the gov¬ 
ernment confiscated copies of a popu¬ 


lar anti-govemment Tamil fortnightlyv 
TnftJilak because it carried pichires 
the by-now notorious Salem proces¬ 
sion. The ambivalence of the DMK 
which had permitted obscene tableaus 
to be paraded by the procession through 
the main thoroughfares of Salem town 
despite timely information of the 
intentions of the DK, but swooped 
clown on Tufihlfik for doing no more 
than printing photographs of the same 
tableaux on the plea that the photo¬ 
graphs were obscene and that they 
would hurt the religious feelings of the 
Hindus, has come in for severe criti¬ 
cism. The explanation by Karunanidhi 
that both Rajaji and Kamaraj had been 
equally guilty of inaction or wrong 
action towards similar acts of the DK 
in the past has not served to mollify 
the feelings of the more religious 
section of the Hindu.s who were already 
smarting under an earlier blow from 
the DMK in the shape of a government 
decision (since stayed by the Madras 
High Court) permitting non-Hindus to 
enter Hindu temples. 

These various ‘('barges’ again.st the 
DMK, together with the accusations of 
corruption against ministers, give 
enough ammunition to the Democratic 
Front to demoli.sh the image of the 
DMK, so assiduously built up by the 
late Annadurai when he presided over 
the party and the government. The 
Progressive Front, whose dominant 
member is the DMK, has run into 
several difficulties after the DMK's 
foolhardy decision to seek a popular 
verdict when it enjoyed a comfortable 
majority in the legislature and could 
have continued in office for its full 
term. Not only can the alliance part¬ 
ners be expected not to pull together, 
but the alliance it.sclf has brought forth 
dissensions within the DMK ranks. 
Then came the student unrest, inept 
handling of the Salem incident and the 
.soinire of the copun: of Tvgjihik. 

But the DMK, which is alive to the 
realities of the situation, has been 
making a tremendous effort to neutralise 
the propaganda ad\antage conceded 
to its opponents by its thoughtless 
action.s. The party, besides propagating 
that the Hindi wolf has been kept away 
from the doors of Tamil Nadu only 
through its efforts has been trying to 
take credit for having bowed to the 
wishes of the students in regard to the 
choice of medium of instruction in 
colleges. Also, it has been claiming 
that it is the only friend of the poor 
and the downtrodden, that its attitude 
to Brahmins has been consistently 
friendly and that the government servp 
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anttf* lot has improved during its 
regime. In the government has 

come out with bounties for teachers 
and non-teaching staff of schools, for 
pensioners, and so on. Standard 
Motors, the closure of which had been 
defying a solution, will at last be re¬ 
opened on election eve bringing cheer 
to the workers thrown out of jobs for 
long and the DMK may well claim 
now that it is the friend of labour as 
well. 

Faf.n Chances 

Calculations on the basis of these 
plus and minus factors would at best 
show that the chances are even. In 
1967, the Congress had polled 45 per 
cent of the votes in the Assembly 
election; in 1962, the share went up 
to 46 per cent; but Jn 1967 it slumped 
to 11 per cent. On the other hand, 
the DMK improved its share progres¬ 
sively from 11 per cent in 1957 to 27 
per cent in 1962 and further to 41 per 
cent in 1967. While the DMK 
improved its strength in the State 
Assembly from 13 in 1957 to 138 in 
1967, that of the Congress fell from 
151 to 49. In the Lok Sabha election. 
Congress polled 42 per cent of the 
votes in 1967, but got only 3 of the 
39 seats it had contested. Tlic DMK 
which got only 36 per cent of the 
votes bagged all the 25 seats it con¬ 
tested. It was possibly the votes of 
Muslims, Brahmins and the generally 
apathetic sectiems of the upper strata 
of society which tilted the balance in 
favour of the DMK in the marginal 
con.stitiiencios. A similar shift in votes 
in favour of the DMK this time has 
to be ruled out. Despite all the care 
taken to woo the Brahmin electorate 
and the more religious .sections of 
voters by the declaration that the DMK 
was never atheistic, a substantial sec¬ 
tion which voted for the DMK in the 
last poll will vote against it now. In 
fact, the DMK has been planning its 
strategy on this assumption and is 
pinning its hopes on the large number 
of new voters. It is not perhaps with¬ 
out reason that Karunanidhi has 
chosen Saidapet where the increase in 
the size of the electorate has been the 
highest 45 per cent, Anbazhagan, 
the former leader of the DMK parlia¬ 
mentary part>-, who wants to shift 
to State politics, has chosen an 
Assembly constituency where the 
increase in the electorate has been 
over 38 per cent. 

Incidentally, a pre-election study by 
the Department of Statistics of the 
Madras Christian College gives the 


DMK a clear edge over the Con- 
gress(O). The study, the first of its 
kind in the State, is based on inter¬ 
views with more than I’.SOO voters 
chosen by random sampling techniques 
and reveals that 43 per cent of the 
sample would definitely vote DMK 
while 37 per cent would vote Con- 


gress(O) in the Assembly election^ Five 
per cent ate yet to make up their 
minds. For Parliament, DMK gets 38 
per cent and Congress(O) 36 per cent 
with 5 per cent undecided. But the 
interviews were conducted in th^ first 
week of February and since then the 
fortunes of the DMK have perhaps 
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in the wak^ of the Salem 
Incident and the seizure of Tughlak, 
If the undecided now make up their 
minds against the DMK, the going 

WEST BENGAL 


Bureaucracv's Role 

Moreover, the intervention by forces 
outside of the political parties In the 
political life of West Bengal should not 
be minimised. Elements in the bureau¬ 
cracy and the ^lice^ interested in per¬ 
petuating their autocratic rule over the 


would be tough for It. But it is not 
the percentage of votes that matters 
but the number of seats. Here one 
guess is as good as another. 


Hmvevei, the machinations in the ad¬ 
ministrative quarters ate seamdary and 
contributory factors only. The present 
malady in West Bengal's politics basical¬ 
ly steins from the fragmentation of the 
communist movement into three mutual¬ 
ly hostile parties, the CPI(M) the CPI 
and the CPI(ML). All the distortions in 


the State's political life — from the . 
break up of the UF to the wars of phy--'^ 
sical extermination — are directly trace* 
able to the split The domination that 
has now come to be exercised by the' 
organised underworld over social and 
political life in greater Calcutta is In di¬ 
rect proportion to the deterioration of 
relations between the segments of the 
erst\^diile integral communist movement. 
There is little prospect of any improve¬ 
ment in this direction. If anything, the ' 
situation will possibly worsen further in 
the course of the election campaign. 

ANn-J\OTi Basu Gang Up 

The immediate prospects in the ^hcre 
ol intra-communist relations can bo 
gauged from the goings-on in the Bara- 
nagar constituency in the noithern sub¬ 
urbs of Calcutta. This constituency has 
come to acquire a great significance on 
the political map of the State because 
Jyoti Basil, the most popular mass 
leader in West Bengal and the leader of 
the CPl(M) Assembly Party, has held 
this seat uninterruptedly since 1952 in 
spite of massive challenges from the 
Congress in eviiy election in the past. 
Both the (^Pl and the CPI(ML) have 
this time come forward to johi the tradi¬ 
tional anti-communist forces in their bid 
to dislodge Basu from this prestige seat. 
The CJT which had earlii^r pitted a can¬ 
didate of its own against Basu withdrew 
him when Ajoy Mukherji filed his nomi¬ 
nation papers for c-ontesting from Bara- 
iiagar (in additiem to the safe constitu¬ 
ency in his home town, Tainluk, in Mid- 
napore) and other parties including Jan 
Sangh and Congress(O) extended their 
.support to Mukherji against Basu. 

While the CPI has been lending 
mainly its political support lo Ajoy Mu- 
kherji against Jyoti Basu, the CPJ(ML) 
activists have joined the strong arm 
stjuacU uf all anti-CJT(M) parties in¬ 
cluding those owning allegiance to Con- 
gress(O) to make it impossil)le for CPI(M) 
workers to enter into large parts of the 
constituency. So, if Jyoti Basu is even¬ 
tually worsted in his traditional base, it 
will be to a largtj measure due to the 
contributions of his erstwhile comrades. 

If, on tlic contrary, he can manage to 
squeeze tluough in spite of the present 
constellation of forces, it will be a new 
IcMther in the CPI(M)'s cap. 

Whatever be the ultimate i>oll result,, 
it camiot but have a major impact on 
intra-communist relations and on West 
Bengal politics in general. 

February 21 


The Meaning of Baranagar 


THE dastardly murder on February 20 
of Hemanta Kumar Basu, the 76-year- 
old chairman of the All-India Forward 
Bloc and a veteran of the countiy’s 
freedom struggle, stirred the conscience 
of this State's people as nothing before 
during the entire period of violent luna¬ 
cy tliat has come to hold West Bengal 
in its grip. The si)ontaneous expres- 
pressions of grief and condemnab'ork 
which immediately after the murder 
brought normal life in Calcutta and 
parts of the State to a standstill were 
not merely a respectful homage to the 
personal finalities of the departed lead- 
w'hose simple lile of dedicatimi w'us 
really exemplary. These demonstrations 
also reflected the pent-up feelings of 
dismay mingled w'ith wrath against the 
llegeneration of political struggles into 
a war of gangsters. The leaders of the 
political parties were wise enough to 
sen so the new niootl of the people. 
Spokesmen of all the political pailies 
from tlie CIT(M) to tlu; (.ongiess(O) un- 
resei'vedly exmdemned the cjime, with 
tht‘ usual wordy baibs against one 
another somewhat subdued. All the 
parties also hastened to give a call for 
Bangla bandh on February 22 to cwi- 
demn the murder and the general viol¬ 
ence in the State’s political life. 

However welconio as signs of an urge 
to return to political sanity, it would 
definitely be naive to exaggerate the sig¬ 
nificance of the initial reactions of the 
political parties. The logic of events in 
the recent past and the rivers of blood 
already shed will continue to exert a 
powerful negative influence over future 
developments. Whether the traumatic 
shock of the murder of the respected ve¬ 
teran leads to a reversal of the present 
course or actually to a further aggrava¬ 
tion of viplence remains to be seen. 


State, would not entirely disapprove of 
an aggravation of violence which may 
eventually load to an indefinite postpone¬ 
ment of the polls. There are many indi¬ 
cations that through acts of omission 
and commission, the police in many 
areas have been adding fuel to the fire 
of the civil war among the political par- 
tie.s. 

Indeed, then^ is some evidence of a 
new self-confidcncc among these sections 
of the State s administration. Police atro¬ 
cities which had somewhat subsided 
after the great public protests against 
the alleged cold blooded shooting of 
four youngmen at Beliaghata and the 
mysterious Baiasat mass murders, (in 
which a prima facie casc^ of involvement 
against police remains unshaken) hay^ 
again been reported to be rampant. Re¬ 
cently about 2,000 residents of the Be¬ 
liaghata area marched in procession to 
the Secretariat Building to hand over a 
memorandum to the Principal Adviser to 
the Governor complaining that another 
group of five political workers of the lo¬ 
cality were dragged by the police from 
their houses and murdered openly. 

Communist Gang War 

Kveii more damaging evidence of the 
deep game is the apparently inspired re¬ 
port published as a lead story in The 
Statesman, Calcutta, about rethinking in 
the top administrative circles about the 
wisdom of holding the election in the 
present climate in West Bengal. It is 
significant that the Chief Election Com¬ 
missioner, the only legally empowered 
authority to take a decision on the ques¬ 
tion, disclaimed any knowledge about 
such confabulations and firmly declared 
his intention to stick to the present sche¬ 
dule. 
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57, the Lai Nisban leaden aavir 


Survival on the Left 

Sharayu Mhatre 


Recently, a camp of rural students 
was organised hy the Lai Nishan Par¬ 
ty in Bombay. The 55 students who 
participated came fic^n colleges in dif¬ 
ferent districts of Maharashtra and be¬ 
longed to families of middle peasants 
owning about 5 to 10 acres of dry 
land. The idea was to bring niral and 
HI ban students into closer contact with 
each other. The (Jiganisors had invited 
a few students fiom Bombay, and du¬ 
ring the breaks Ix’twcen the fonnal 
sessions there was a lively exchafige ol 
views between the two groups, especial¬ 
ly since the camp had followed the visit 
of some Bombay students to one of the 
district colleges. 

The three-duy programme of tlie 
c«amp consisted of five threo-hou’* ses¬ 
sions. Of these, four consecutive ses¬ 
sions were devoted to explanation of 
the basic tenets of Marxism by a se¬ 
nior party member. The l.ist session 
was devoted to answering ciuestions 
raised by students. The one-way traf¬ 
fic in communication was appai'Cnt in 
the (jue'stions asked which weie more or 
h'ss unrelated to the talk given and re¬ 
vealed a very uneven comprehension of 
the subject among students. The camp 
might have been more fruitful bad the 
organisers avoided the class-room rou¬ 
tine and allotted more time 'to two- 
way disc'ourses. 

Tlic camp was part of an effort 
which the Lai Nisban Party has been 
making over the past few months to 
forge a bioad united front of Leftist 
parties. A Democratic Youth Organi¬ 
sation was formed to bring urban and 
rural youth on to a common platform 
on a non-party basis. The youth front 
has a nucleus of dedicated young men 
and women, but it largely consists of 
children of the Lai Nisban activists. 
The front has also tried to rope in po¬ 
litically conscious students who do not 
belong to any organisation. The first 
meeting of tb(‘, front was conducted by 
tile younger in<‘mbers of the group, 
hut at sul)sequcnt meetings the class¬ 
room pattern, evident at the camp of 
rural students, began to appear. If the 
youth front is to attract a larger num- 
lier of young men and women, it will 
have to be organised in a far less rigid 
manner with issues discussed having 
a direct relevance to the problems that 
are facing the Indian youth today. 

In fact, what ails the youth front, 


stems directly from what ails the Lai 
Nishan Party. The policies and actions 
of the Lai Nishan Party over the past 
20 years may thus help to explain the 
missing spirit in the youth front. Fur¬ 
ther still, they help bring to surface what 
kcciis the Left divided and reduces its 
impact, and what it i.s that nevertheless 
k(‘cps the splinter parties going. 

The Lai Nishan Party is a party res¬ 
tricted to Maharashtra State; it gets its 
IKilitical support largely from workers 
of the Public Works Department, the 
State Electricity Board, the sugar fac¬ 
tories, local self-government bodies, and 
government employees at the village 
and district levels. The party was form¬ 
ed in 1950 whcji a break-away group 
troni the r^)mTnunity Party of India, 
and a section of the Peasant and 
Workers' Party led by Dattu Deshmukh 
and Nana Patil, came together. 

The group from CPI had broken 
away from the main party in 1942, 
when, in keeping with the position of 
ithe Communist Party of the Soviet 
Union (CPSU), CPI had changed its 
own assessment of the Second World 
W'ar. When Hitler violated the non¬ 
aggression pact with Russia, CPSU 

made the ‘imperialist war' overnight 

into a ‘peoples' war'; and following 

this rc^appraisal, the CPI declared its 
unconditional support to the war effort 
of the British Government in India. A 
s<*clion of the CPI leadership, which 
opposed this line and wanted to make 
suppoit to the war conditional to 

the granting of independence to India, 
^\as expelled from CPI. Later, it formed 
th(* nucleus of the Lai Nishan Party. 

During the Sino-Indian conflict of 
1962, the CPI, again accepting the po¬ 
sition of the CPSU, saw the war as a 
border conflict to be resolved by the 
two countries. 'The Lai Nishan Party 
was more critical of China and the 
Chinese leadership. Subsequently, with 
the Soviet Union having moved towards 
a more pro-India position, the diffe¬ 
rences between the CPI and the Lai 
Nishan have again narrowed down. 

But these differences have spelled 
political ineffectiveness for Lai Nisban. 
The party's desire to have a greater im¬ 
pact on domestic policies led it to seek a 
broad Leftist alliance, including with the 
PSP which, however, proved unsuccessful 
on two occasions given the anti-oom- 
munist sensibilities of the PSP. In 1056- 


bilitics for a broad alliance of Left 
forces under the Samyukta Maharash¬ 
tra Samiti. In the interests of that; 
they agreed to su^end dieir merger 
talks with CPI. The Praja Socialist 
Party, led by S M Joshi, was orie of 
the constituents of the Samiti. The 
alliance took some constructive steps 
on the industrial scene. In the textile 
industry, the principle of one union 
per industry was achieved in Bombay, 
Amalnex, and Sholapur. In Bombay, 
the Mumbai Gimi Kamgar Unitm was 
also supported by all the parties in the 
Samiti. In the rural areas the Samiti's 
success, of course, was much more li¬ 
mited. 

The formation uf Maharashtra State 
in 1960, once again brought to the fore 
the submerged differences among the 
constituent parties in the Samiti. The 
Sino-Indian conflict gave further edge 
to the differences, and S M Joshi of 
PSP walked out of the Samiti on the 
grounds that his party did not wish 
to v\'ork with parties which did not see 
this conflict as an aggression on India. 
With that break-up, the unity of the 
industrial front also broke down and in 
a few years all the constituent parties 
were back to the pre-1956 position. 

Considered patiently, the theoretical 
and programmatic differences between 
the Lai Nishan Party and the CPI ap¬ 
pear more of detail than of fundamen¬ 
tal significance given their perception 
of social reality. The limitations that 
Lai Nishan suffers from are also those 
from which the other Leftist parties in 
Bombay suffer: a working-class which 
is not prepared to go beyond its job- 
related demands, a lack of break¬ 
through on the agrarian front except 
again through trade unions of the gov¬ 
ernment employees at the village and 
disliict levels, and factional differences 
among leadership of the Left 

These ' limitations notwithstanding, 
the party has yet survived, thanks to 
the strong grass-roots support some of 
its leaders have in particular areas. A 
significant portion of this comes from 
the splinter group of PWP which hdp- 
ed laimch Lai Nishan in 1950. Datta 
Deshmukh and Nana Patil, who joined 
Lai Nisban then, were mfembers of the 
Peasants' and Workers' Party before 
that and had a sizeable following in 
certain districts of rural Maharaditra. 
Similarly, another leader, Yeshvan 
Chavan, has the support of a section 
of the worldng-dass. What will 
Left parties ^ with dieir separate sup¬ 
port stmetura? 
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OVER the last many years, a major 
difference between the Labour and 
Conservative parties in the UK has 
been their attitude to nationalisation 
of industries —^ the one being strongly 
for it in key sectors of the economy 
and the other against. There have 
been^ of course, vocal sections in both 
parties which have tried to get these 
doctrinaire approaches made more 
flexible. However, in the past, social 
welfare measures, including nationalisa¬ 
tion of some industries, introduced by 
Labour governments were in almost all 
cases continued with when the Con¬ 
servatives came to power. The new 
Conservative government headed by 
Heath has struck a different course. It 
has taken the Conservative opposition 
to nationalisation and its belief in the 
virtues of free enterprise to its logical 
conclusion. The Heath government 
says in effect that it has no business 
to be in business. The government is 
committed to handing back to the 
private sector such parts of nationalis¬ 
ed industries as the private sector will 
take back. These will be mostly the 
profitable sections of the public sector. 
•(Already the prestigious and profitable 
travel agency. Thomas Cook and Son, 
is up for sale.) The Rolls-Royce 
episode, however, confounds both these 
doctrinaire approaches to industry 
and its ownership and shows that in 
many industries today the question of 
public (meaning government) or private 
ownership is really of only academic 
interest. 

To the layman, Rolis-Rovee is the 
expensive car owned by the rich. How¬ 
ever, the cars division of the Rolls- 
Royce Company is not the major part 
of its business, though it is a profit¬ 
able one. Particularly since the begin¬ 
ning of the Second World War, the 
company’s major interest has been in 
the developm'ent of aero-engines. In 
this field, Rolls-Royce has been 
the innovator, with major break¬ 
throughs in engine technology to its 
credit. Each new development how¬ 
ever, meant increasingly large invest¬ 
ments in research and development 
and then in tooling and production. 
There are probably only three com¬ 
panies in the aero-engine industry in 
the world which can bear the burden 
of such development — Rolls-Royce in 
Europe and General Electric and Pratt- 
Whitney in the USA. Tlie US compa¬ 
nies ajre a better wicket since the 
USA has the largest fleet of passenger 
and cargo airliners in the world and 


the US army not only has a vast fleet 
of aeroplanes but has been constantly 
looking for more versatile and sophi¬ 
sticated performance. The aircraft and 
aero-engine industries in the USA 
depend for their survival on defence 
contracts. Rolls-Royce, some years ago, 
realised the necessity of getting a 
share of the lucrative US market if 
it was to survive. 

At about the time when Rolls-Royce 
realised this, Lockheed, a major air¬ 
craft manufacturer in the USA, was 
looking for an engine that it would 
be able to use in its proposed new 
monster air bus — the Tri-Star cap¬ 
able of carrying 256 passengers. For 
Lockheed, heavily dependent for many 
years on US Government contracts, 
this was one last chance to enter the 
profitable civilian market. To succeed, 
it had to have a powerful new' engine 
which was lightweight in relation to its 
power and which, in the context of 
the pollution debate, would produce 
Jess noise in proportion to it^thrust. 
Lockheed thus wanted a totally new 
type of engine and, if it was to com¬ 
pete successfully, it had to have it 
within a given time and within given 
costs. Lockheed decided that Rolls- 
Royce could produce an engine meet¬ 
ing these lequirements. 

After some involved financial juggl¬ 
ing, including the setting up of a new 
company in the UK which agieed to 
buy planes from Lockheed, the con¬ 
tract was given to Rolls-Royce. The 
main elements of the contract wcie 
that Rolls-Royce was to deliver a 
revolutionary new engine within a 
much shorter period of time than even 
relatively less sophisticated new devel¬ 
opments had taken in the past, at 
a fixed price and with heavy penalties 
for not meeting scheduled delivery 
times. At the time, the UK Govern¬ 
ment an4 Press hailed this new contract 
to Rolls-Royce as a fitting tribute to 
the sophistication and technology of 
the company. The man who negotiated 
the contract, soon to become the 
Managing Director of the company, 
was knighted and the Minister 
(Wedgewood-Benn) announced to an 
admiring Parliament and public that 
this one contract would, by sales of 
aero-engines to othe- aircraft manu¬ 
facturers, earn £ 1,300 million in ex¬ 
ports for the UK over the next decade. 

As time passed, it became increas¬ 
ingly clear that Rolls-Royce would 
not be able to develop the engines on 
time. Further, critical assumptions 




w^re gitok wrong. A high^ hiflattoiMiijr: 
situation in the UK also resulted in a. 
substantial increase in labour costs.' • 
Rolls-Royce was also devoting a signV:; 
ficant part of its energies to other such. 
highly capital-intensive development'; 
work. The company concealed how. 
financially stretched it was with all 
these contracts by fully capitalising, in 
its accounts each year, the very heavy 
development costs that were being 
incurred. As a result, its annual 
reports did not reflect the gloomy 
picture. The risk was considered worth¬ 
while because of the rewards once the 
engine was ready. Unfortunately, the 
increases in cost were so large that 
early this year Rolls-Royce estimated 
that it would lose about £ 160,000 on 
each delivered engine. The Lockheed 
contract, if fulfilled, would bankrupt, 
the company. At the same time, the 
company was critically short of cash 
and found itself unable to raise it. 


Rolls-Royce then declared to the UK 
government that it was in fact insolvent. 
The government had two choices: it 
could prevent the company fiom going 
into liquidation by taking it over with 
all its assets and liabilities intact or 
it could allow the company to go into 
liquidation and take over the com¬ 
pany’s assets at such prices as were 
set bv the official liquidator. The 
Conservative government has opted for 
the latter course. By allowing the 
company to declare itself insolvent, the 
UK government was able to evade the 
company’s liabilities, including the 
payment of the heavy penalties that 
Lockheed could have claimed. Once 
the company declared itself insolvent, 
Lockheed wa& only one more claimant 
at the tail-end of a long queue of 
creditors most of whom would not get 
their full dues. 

The lessons are clear enough. Rolls- 
Royce, in a highly sophisticated indus¬ 
try, w'as not sufficiently cost-conscious. 
It allowed itself to be pressurised into 
a contract loaded against it, in a highly 
inflationary situation. The dangers of 
a fixed price contract with heavy penal 
clauses for non-fulfilment on time in 
an inflationary situation should have 
been obvious enough. 

The Rolls-Royce insolvency has 
jeopardised the jobs of many thousands 
of highly-skilled workmen. Major 
townships in England and Scotland are 
likely to face severe unemployment, 
There will be a ripple effect through¬ 
out the country as many contractors 
and sub-contractors are affected, (The 
advertising agency handling the Rolls- 
Royce account has already had to close 
down.) Rolls-Royce had borrowed sub- 
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SUfhtilii 8^^ of moo«y bflnks ai0 
a further commitment had bfeen made 
by a consortium of banks fulfilment of 
which had been withheld awaiting a 
detailed examinal'on of the company’s 
books. The fall of Rolls-Royce forced 
the UK government to relax its tight 
credit restrictions. The Bank of 
England had to announce that the 
banks which had lent to Rolls-Royce 
had enough funds to bear the Roll- 
Royce insolvency. 

There were international repercus¬ 
sions as well. Lockheed is a major 
defence contractor to the US govern¬ 
ment. It had been trying for years to 
get a share of the big and profitable 
civilian aircraft market, but had almost 
always lost out to Boeing or Douglas. 
The venture with the air bus was in 
all probability its final chance and 
success depended on timely delivery 
of the aircraft with the superior 
engines that Rolls-Royce had com¬ 
mitted to supply. On the basis of this 
prospect, Lockheed was trying to raise 
substantial credit to tide over its 
financial difiicultics. At the same time, 
it was engaged in a bitter argument 
with the US government over the 
cancellation of a major defence order 
on which it had already spent vast 
sums of money. The failure of Rolls- 
Royce meant that the Lockheed air 
bus would be delayed, with all the 
consequent implications. The US gov¬ 
ernment could not allow Lockheed to 
fail, both because of its role as a prime 
defence supplier and also because ot 
the large numbers of people that it 
employs and the hundreds of defence 
contractors and sub-contractors who 
would be affected. Hi;»h-lcvel discus¬ 
sions between the US and British gov¬ 
ernments are going on to try and 
salvage as much as possible from the 
wreckage of Rolls-Royce so that the 
Lockheed engine could still be develop¬ 
ed at a more acceptable price to the 
UK. 

Rolls-Royce engines also power the 
air forces of many countries round 
the world and the UK government had 
to keep the rest of the company run¬ 
ning so as to -service these engines. 
As of now it seems certain that Rolls- 
Royce will continue to exist, though 
the fate of the Lockheed engine and 
the many thousands of jobs depending 
on it is still to be decided. 

The general question that arises is 
whether a company such as Rolls-Royce 
which has become so big that its 
continuance is essential for internal 
economic reasons, for national prestige 
as well as for reasons of the inter¬ 
national linkages of its operations can 
any longer be regarded as being the 
private domain of a few people. The 


be to sey ibat such _ 

belong rightfully in the public sector 
and should be owned by government. 
This misses the whole point. 

Technology in many areas is today 
so sophisticated and a large company’s 
operations are so terribly complex that 
it is only the people working full-time 
within the company who can be expect¬ 
ed to know the full implications of 
different decisions. After all, Rolls- 
Royce’s accounts were audited every 
year by respected external auditors. 
As a major borrower of money, it was 
in close touch with various government 
departments. Nobody, however, was 
fully aware of the gravity of the situa- 


by very competent en^neers with icio 
control on costs. 

Whether in the public or the private 
sector, no Public Accounts Committee 
or firm of auditors will ever know 
enough and in time to take effective 
corrective action in such circumstances. 
The only protection is for the manage¬ 
ment of such companies to be com¬ 
pelled to introduce the latest manage¬ 
ment techniques and to ensure that all 
facts are known before major decisions 
are taken. This may seem a simple 
lesson, but the Rolls-Royce, story 
shows that it is a lesson worth 
learning. 


A Friend In Need 



When you travel the length and breadth of the country—from 
Kerala of the South to Haryana of the North—either for busi¬ 
ness or lot pleasure, you will find a friend at more than 460 
Centres—? friend who will gladly look after your financial 
comfort. 

He is the hospitable Branch Manager of SYNDICATE BANK, 
with the knowledge of local conditions, but richer still with 
the experience of sound banking. 


E\ery Mm'i Bank for E\ery Banking 

SYNDICATE BANK 

(Wholly Owned Oovt. of India Undertaking) 

K. K. PAI 
CwtodUm 



Head Office: 
MANIPAL 
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BRUSSELS 

Coming to Terms with Political Reality 


IT is clear from the debate ni Britain 
on tile pros and cons of joining the 
Common Market that many Englishmen 
have only a theoretical knos\ ledge of 
how the European ComniiiniLy works. 
This shortcoming is particularly evi¬ 
dent in the debate on supranatioiiality. 
Ardent nationalists siicli as Enoch Po¬ 
well often speak as if the EEC were 
run by supranational institutions and 
iiu'Tiiliership would result in a .sharp and 
substantial loss uf soveieignty. 

The tact is that they have spent mor<* 
tim:* studying tla; Treaty setting uj) 
the EEC (the Treaty of Home) than in 
anaKsing the (let ision-inakiiig pjoet'ss 
within tla' Community. OI course, the 
Tieaty provides for the elimination of 
national taiiils and their replaeein<‘nt b>' 
a common tariff, foi the establisluneut 
of a common commcTcial policy and a 
csimmon agrieiiltural policy, it also calls 
on member states to c<j-oidinate thi'ii 
economic policies and to abstain from 
“any measures likel.v to jropardise the 
attainment (jf the objectives of tins 
Treat>’'’. 

1\S11 IV'IION'M, M iiiM ia 

'I'he institutional m.iehmeis’ of tin 
EEC incliuh's a C'omnu'ssiou, composed 
of numbers wlio must perfoim then 
dntit^s “in the gcneial interest of liic 
("omiminitv [ami] with complete ind'*- 
peridence”. .Among th(*ir duties is that 
of ensuring the application of the pro¬ 
visions of the Rome Treaty, and to this 
i*nd the Commission has “a power (d 
decision of its own and participates in 
the propaiation ol ai ts of the Council 
and Assembly”. The Council is niadi' 
up nf reprosentativ(\s of the member sta¬ 
tes; most of its decisions “shall he 
reached h> a majority vote of its inem- 
hers”. 

Clearly both the Cmnniission and tht? 
Council ai‘(' supranational institutions in 
the sense that they arc not subject to 
auitrol by the national parliaments, >et 
can take decisions involving key sectoi^ 
of the economics of the membf'r states. 
But extensive though the po\\(*rs of the 
Commission and the Council may he on 
paper, in reality they are circum.scribed. 
The Council’s decisions arc based in 
theojy on proposals put forward by the 
Commission; in practice the Council, 
which is made up of foreign ministers, 
usually modifies these proposals, on oc¬ 


casion beyond recognition. What is 
more, the changis are gcniirally madij 
by an institution that is not even pro¬ 
vided lor in the Ronu* Treaty — thu 
Committee of Permanent Representatives 
(COHERER), made up of the hi^ads of 
the missions to th(' European Communi¬ 
ties th(^ SIX inenib('i states maintain in 
Bi uss(*ls. 

DrcisioN ON Monf.i'aby Union 

The principal deoision-rnaking institu¬ 
tions iiu vitably are inoie concerned with 
d(‘fending national lathei than Cknnniu 
nity inteiesls. Tlu > are aided and abet¬ 
ted in this bv the network of bilateral 
consultations betw-t’en member stutr*s 
which has developed ovei the yeais 
since the EE.C was established. The 
most foiinal of tlu'se ('onsidtatioiis .ire 
those between the Fieneh Piesident .ind 
tli(‘ West Ci’iman ('haneellor (under the 
I'lanco-Cennan 'I’leaty ol Eneudship); 
but any ciisis in tht‘ life of the EEC is 
enough to set fouMgu nu'nishTs and 
senior officials liavelling betweim the 
various capitals m searrh of a compo- 
im'se. 

The Si.s’s recent decision on niouelarv' 
and t conoinic' union is a verv good illu\ 
tiatiou of a jiroeiss which is an exten¬ 
sion and develijpinent (if ohat is pio 
vicled foi in the Rome Treats. Ever 
since the iiieinbci ‘^tat«‘s cHimph'ted then 
customs union llie> have l<‘lt the need 
fn (’o-ordiuate th('ii economic policies, 
il only m order to pr(*vent some of 
them from giving fiscal and otla-r advan¬ 
tages to their e.xport industries. More- 
oviT, the d(*bates on mteniational mo 
iK'lary reform as w(‘)] as the crises w'hicli 
ti'rminated in the devu I nation of the 
f''ien(di franc and the revaluatirjn of the 
J^-mark, have und(‘ilined the need loi 
iiicieased lo-opeiation in the inonetai^ 
field. The Treaty provides for a eertam 
amount of co-opf iation in thest- fiehb 
but stop,s short of economic and mone¬ 
tary' union. 

However, aiiv discussion among the 
Siv on this subject has run into difficul¬ 
ties. They were divided, to begin with, 
on whether to give priority to mouelaiy 
union oi to <x*onomic. The h’rench, foi 
example, favouri'd monetary union, the 
Cierman.s, on the other hand, saw in this 
prcieiitnce a thinly veiled demand that 
the powerful O-niark be used to pro]i 
up the weaker EEC currencie.s. Th("> 


argued, therefore, that economic uxtion 
vva.s a n(‘C5P.ssary prelude to monetary 
union. > 

The situation was further complicftted 
In a cliveigcmce of views among the 
membm- states as to the character of the 
mstilutious that would be needed sooner 
Ol later. Would these institutions be 
supranational in character — or would 
they be directly dejjendent on and sub¬ 
servient to the member governments? 
rhe French favoured a continuation of 
the jnesent .set-up — in the initial sta¬ 
ges, at any rate. The Gonnans, on the 
othei hand, wanted a eertam measure 
1)1 Mipianationalism, in order to make it 
mor(‘ difficult for tin* French (and any- 
on(‘ else) to have their own way by 
threatening to exercise a veto. The 
Dutch, while approving the move to 
siipranationalism, insisted that the 
pnwcis of the European Assembly or 
Parliament ]>i' greatly strengthened, so 
as to enable democratic control to be 
(’xeri'iseil ovia EEC institutions. 

AiIMMIM A'I’ CoMPIVOMfSK 

The first attempt at a compromise was 
that ol the eommittee set up by the Si3t 
under the chairmanship of the prime 
minister of laixeinboiirg, Pic^rre Wemet. 

I In- Committee’s Rejxirt, made pubbe 
Livt Octoix r, outlim.’d the goafs but set 
no precise time-table for (heir achieve- 
men! Spi^cific guiilelines were propos¬ 
ed only lor tlie first stage, to begin on 
Jan nan 1. 1971 for a period of thrix: 
seals. At the end id this time the Six 
would assess i)rogress and determine a 
time table for the future stages. Mone- 
tan and economic union would be com¬ 
puted by 1978 or 1980 and would be 
pieceded by an inter-govemmental con- 
fe ience to adopt Treat\ revisions to per- 
juit mouetar\' union. 

The Wi niei Plan came unstuck after 
the Flench lefused to look beyond the 
first stage, while th(' others argued that 
the ultimate objectives, esp('cially insti¬ 
tutional ones, be spelled out in some 
detail fioin llie beginning. As so often 
m the jiast, the first steps to break the 
deadlock were taken on a bilateral 
basis. 'Die W'est German Chancellor^ 
Biandt, took up the matter with Pompi¬ 
dou during his visit to Paris at the end 
ol lauuarv. The French I^esident sug- 
:;ist('(l a “safeguard” clause, which 
would enabh* Geniiany to end the 
agreement on monetary union if it felt 
that progress towards economic union 
was not in paiallel with it. 

Not surpii.singly, the compromise 
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reached by the Council of Ministers on 
February 9 at ^he end of a two-day 
meeting in Bnissels followed very close¬ 
ly the agreement which the French and 
German leaders had reached between 
themselves a fortnight earlier. The first 
stage of the plan came into effect at 
once and will end on December dl, 
1973, by which time the Six should 
have decided on both the contents of 
the secx>nd stage and the move from the 
first stage to the second. If they fail to 
reach agreement by 1973, they will have 
another tw’o years, for the monetary 
provisions of the first stage will remain 
in force until the end of 1975. At that 
point, if no agreement has been reached 
on the second stage, the Germans will 
have the option of calling the whole 
thing off. 

llie agreement inevitably has come in 
for a good deal of criticism, not least of 
all from the advocates of Euiopean in¬ 
tegration, who maintain that the key 
decisions have only l>een postponed un¬ 
til 1973, or even 1975. But it was com¬ 
pletely unrealistic to have expected the 
French (or even the Germans, for that 
mattei) to commit themselves from now 
to a detailed programme involving some¬ 
thing as complicated as monetary union 
— especially when it is unc'ertain Just 
how many members the EEC will have 
by 1973. 


Britain Happy 

The blunt truth is that all multilateral 
agreements, even those among countiies 
that form a customs union, are based 
less on ideological considerations tlian 
on political reality. When the chips 
are down, each member is anxious to 
defend and safeguard its national inte¬ 
rest; the final compromise will necessa¬ 
rily reflect this conflict of interest, but 
it need not be any less workable for 
that reason. In the present case, it is 
likely that in 2 or 3 years’ time Pompi¬ 
dou, who, after all, must still keep a 
wary eye on the orthodox Gaullists, will 
be in a position to give the guarantees 
he can only hint at today. 

Such a pragmatic approach should de¬ 
light the British. It is evident that the 
Community’s institutions, despite their 
somewhat supranational character, are 
being worked in a way that must please 
the most ardent nationalists. The situ¬ 
ation is unlikely to change in the pre¬ 
sent decade, at any rate, for the move 
to federalism Is bound to be slow and 
uncertain. In the meantime, the Six can 
be relied on to operate the institutional 
machinery of the EEC in a pragmatie 
fashion. 
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THE FOURTH ESTATE 


Of Science and Earthly Politics 

Nireekshak 


IT is all to the good» no doubt, that 
Times of India should send its sports 
fdilur all the way to Jamaica to cover 
the Iiulian cricket teams tour of the 
Caribbean, and that the LuUan Express 
should engage the services of another 
rndiati sports writer, resident in Britain, 
to repoil the same tour for its readers, 
(.'jicket is news for a lot of i)eople and, 
where resources permit, enterprise ol 
this kind is entirely laudable. People 
have little to complain, also, when cer^ 
tain newspapers like the Statesman find 
the luoiK-y to employ foreign “kremlino- 
logists" for the benefit of their studious 
leaders and the space to print periodi¬ 
cally the outpourings of these kremlfno- 
logists. Aspiring natives may feel a bit 
It't down, but then foreign oy-lines are 
much favoured by the Press. It Is 
all in the game. 

Unlike cricket and the Kremlin, how¬ 
ever. science is still outsiue the big lea¬ 
gues The Statesman does have a soi- 
c-ucc correspondent of its own now, and 
so do some other newspapers. The 
Amrita Bazar Patrika, for example, has 
a ri'gular science feature these days and, 
ifccntly, the Free Frees Journal too has 
begun to give editorial attention to 
•'ciciitific developments. Editorial com- 
uK'nts (in scientific topics have been a 
fcatuic of the Times of India for quite 
some time now, and its specialist, M V 
Mathew, just recently w'On a prize for 
Ins labours; yet, on the whole, it cannot 
be said that science has received quite 
as much attention as cricket at Bori 
IhiudtT. Considering that the periodical, 
Srience Today, is published bum the 
same house and considering the lesour- 
ces of Bennett Coleman, the Times 
might have been expected to do a bet¬ 
ter job uf science reporting. 

One problem, of course, is to find the 
men with th<5 scientific background and 
the jounialistic talent for the job. The 
Indian Express, for instance, which 
shows Midi keen interest in reporting all 
the American moonshots in great detail, 
has been unable to engage a science 
c-orrespondent — though, presumably, 
not for any lack of interest. However 
the problem of talent scouting is not in¬ 
surmountable. One should think 
with so many retired generals blossom¬ 
ing forth as 'military correspondents' — 
the Hindustan Times seems to bo the 
latest to ac(iuire One such and the 


Indian Express was probably the first to 
have done so — it should be possible 
for enterprising newspapers to spot 
science writers. There is enough science 
in Indian agriculture, not to mention 
meteorology and rocketry and funda¬ 
mental research, to interest newspaper 
readers. 

Even an American moonshot could be 
lumed to good account by explaining its 
scientific intricacies involved as well as 
its practical implications. Yet the Apol¬ 
lo-14 moonshot earned little more than 
routine reporting. The one exception, as 
on previous moonshot occasions, was the 
Indian Express which filled several col¬ 
umns of its news space with reports and 
features obtained from the Washin/^on 
Post and the Los Angeles Times. Though 
most newspapers reported the moon- 
landing on their front pages, the excite¬ 
ment was considerably muted this time 
— as it usually is in relation to any re¬ 
peat performance — with only the 
Nagpur Times featuring the news of the 
A polio-14 landing imder an t4ght- 
coliimn stieamcr. Editorial comments 
were many, however — though in the 
absence of any scientific expertise be¬ 
hind them, they tended inevitably to 
repeat much of what they had said be¬ 
fore. 

“Heavenward hoi" exclaimed the 
Deccan Herald. "It was a magnificent 
feat of endurance, courage and skill, . 
.After referring to the Soviet Lunokhod-1 
and other space experiments "aimed at 
unmasking the mysteries of the uni¬ 
verse", Herald admitted that it was 
"ironical that this heavenward quest for 
pastures new has made no salutary im¬ 
pact on the hearts and minds of earth¬ 
lings." Tribune, too, made a compara¬ 
tive assessment of the American manned 
flights and the Soviet unmanned flights, 
eventually concluding that "lunar land¬ 
ings have boc-ome one technical stunt 
after another, with only minor incre¬ 
ments in sdentific returns. There is also 
serious questioning about the utility of 
the planned space station and shuttle 
system estimated to cost 14,000 million 
dollars when there is not enough to go 
round for the relief of unemployment or 
for welfare spending." Despite such 
questioning, which "is not without 
logic", Amrita Bazar Patrika added, "it 
is a moot point whether man will bo 
content, now or in future, to limit his 


quest for the unknown only to tho 
earthly needs. The urge that made the 
con<iuest of the moon possible will con¬ 
ceivably lead him on to further ex¬ 
ploits. . 

When the Press turned its gaze to 
earth, it was the other American adven¬ 
ture which came into focus. But dio 
"escalation in Indo-China", as die Mad 
called it. drew no applause whatever. 
The Mail echoed general sentiment 
when it wrote; "President Nixon has 
found a curious way of withdrawing his 
troops from South Vietnam. First, it was 
by sending them into Cambodia. Now 
it is only air cover for the invasion of 
Laos... After declaring ad nauseum 
that it is scheduled to leave the South 
Vietnamese to fend for themselves, the 
Nixon Administration has now egged 
them on to invade Los.. .. Probably the 
White House has not yet realised that 
it is folly, on political as well as military 
grounds, to accept fresh commitments in 
South-East Asia." 

An even more forthright comment was 
to come from the Free Press JoumaL 
"the American policy of endmg the war 
by progiessively widening it" was. It 
said, doomed to failure. "The fact is 
that the people of Indo-China generally 
regard the Viet Cong as nationalists and 
patriots fighting a war of national libe¬ 
ration, and the South Viebiamese Gov*- 
eminent forces only as allies of the 
alien occupying power. In the final ana¬ 
lysis, it is this political reality that wiU 
determine the outcome of the Viclnam- 
ese conflict... whatever 'success' Wash¬ 
ington may claim for itself in the mean¬ 
while." The Searchlight argued that, 
even though "South Vietname'»e troops 
have liem used in launching a new in¬ 
vasion of Laos, thfre is little doubt that 
it IS an Anicrican-siionsored operation". 
And even if "American public opinion 
tolerates such on aggression... the 
American Goveninient cannot escape the 
accusation that it has violated interna¬ 
tional law..Is it not strange, coin- 
nientt*d the Deccan Chronicle, "that the 
United States talks of withdrawal ol 
American forces from Vietnam while 
maintaining a state of perpetual conflict 
in this sensitive area of Soutli-East 
Asia"? Inscrutable indeed, it said, are 
the ways of Cod and of the Nixon Ad¬ 
ministration ! 

For the rest, newspapers these day# 
contain mostly election news and views. 
The death of K M Munshi briefly turn¬ 
ed newspapermen's thouf^ts away from 
ixilitics. 
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Alembic—where the pursuit 
of progress is endless! 


Sixty-one years devoted to easing 
human pain, allaying suffering, bringing 
health to the people, fertility to the soil 
...this has been Alembic's mission. 

Alembic has placpd in the hands of 
doctors the means to fight almost every 
disease. Alembic's antibiotic plant is 
the first in the private sector and the 
most modern in India. Alembic's home 
remedies, tonics and nutritional and 
cough preparations have become house¬ 
hold words. Alembic also produces 
fertilizers, pesticides, cattle and poultry 


feed supplements to Invigorate the land 
and livestock. 

Alembic does not rest on its laurels— 
its endeavours are continuous, in its 
up-to-date, well-equipped, well-manned 
research division it carries out funda¬ 
mental and applied research in Organic 
Chemistry, Biochemistry, Pharmaco¬ 
logy, Chemotherapy, Microbiology, 
Immunology...to discover more potent 
weapons against disease, to find new 
ways to promote health and growth, 
and to set ever higher standards for 
further achievements. 


Health assures happiness. assures health 


ALEMBIC CHEMICAL WDRKS CO. LTD. BAROOA 3. 

•veresi/42S«/Acvv 
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HIE Industrial Ueconstructlmi Oirpoiation is one otitconio of th<! urge to ro*' 
suscitate thr economy of West Ht'iigal. Its si>ecific purpose is to a.ssist in re¬ 
habilitating some of the 190-odd units tltal liave downed their shutteis over 
th(' past few years. Th<‘ Corporation is to start with a capital of Rs 10 crores, 
and it is to be a subsidiary of the Indu^lrial l>*v<*lopment Bank which will con¬ 
tribute 50 per cfmt ol its capital the rest being imoleil by the LIC, tlic IFC, 
the. Unit lin.sl, the ICICI, the State Rank and the 14 nationalised banks. 

While much has been made of the inadeipiaev or otherwise of the IRCrs 

capital icsoiuees, this should he the least oi its woriies when it starts to ope¬ 

rate stJiue three months hence. With such a balt<*r>' of Gnancial institutions 
beliiiid it, laisiiig the money n(;ci‘ssar>' foi mvf’stment should not pose a signi¬ 
ficant piolileiTi. Given the Cential Ciov^'inintmt’s polilital stakes in the State, 
there will bt^ suificient prf’ssuK’ on the finaiic'ial institutions to do their bit. The 
JRCl's piobh'ins promi.se to be tar closer to real life and bu.sinesv. JRCI will 
finally succeed or fail according to the business seiisf' it exhibits and the tech¬ 
nical iugenuit)' it brings to bear on its analysis and choice of solutions. 

IRCl Will have first to ask itself the question; which of llie nearly 200 
‘sick’ units will it take on for rehabilitation? Ibae, it should learn from the 
expeiientc ot the Textile Cfirpoiation, Comuntted to helping out all textile 
units in tionble, the Tfwtile Coriwiration has found it dilficnlt to concentrate its 
(highly limited) managerial resources on tlujse that have tho best chances ot 
becoming viable. The IRCI m Bengal will hav<' to bo selective if it is to be 
f^Hective. It will have to consider units from lh(; point oi mcw^ of their capacity 
to become viable. If aitei careful eonsidoiation it finds that a paitieular unit 
cannot he pul on its left within a reasonalih' lime, it should be prepared to 
lain awav. In this exercise, tli(‘ limited eai>ital lesomces it is staiting w’ith may 
indeed piovc a useful limitation. 

To be selective, IHCl will have io commarul lochnical, eeomnnic, and ma¬ 
nagerial c'ompetnue ft will iieetl to look into the reasons toi particular clo¬ 
sures; to distinguish those about which it can do something fnmi those that 
aie outside its capability, and to tollow’ this up with such sequence ol actions 
as niav be mdicated b\ its analvsis. lias a unit closed down lor lack of de¬ 
mand. Ol is the capacity idli’ (in wagon-lniildmg) lor luck ol investment else¬ 
where III the economy (in raihva>.s). Has the unit got into tioublc because of 
pi isistent law material shortages (of steel) and high cH)sts (in the cnginceiing in¬ 
dustry) or is it labour pioblems that au- at the root ol o]>eralional inefficiency? 
D<ics- a unit’s closure (say. in jute) stem fiom inoii' fundamental ti iidoncie.s iti 
the market or is it a lelativa^ly localised juohU^ii amcnahle to solniioii by IRCl? 

Such are the qm stiorib IHCI will have to seek answeis to. fn doing so, 
it will he lequired at times to lx- luthlc'ss with both its client and it.self. It 
wilt h ave to exclude such units from its scope* for whose salvaticm a national- 
level investment decision is nccessaiv, and to thos<- that hcin fil tiorn its as,sist- 
ance it will have, to append conditions of management In othei words, to Ik; 
effective, it will have to be nioo* tlian a “do-goodi r”. No doubt, the screening 
that it thus does will also scive t(» delineate sectors ol West Ri ngal’s economy 
which .suHei on account ol macio-lcvel dccision-makmg (as in steel) from those 
which languish iluc to the opeiation ol maikel foices — whi ther on the .sup¬ 
ply side (cultivation ol ric'e rv jutc, or incffick’ncy <»t bidian jnte indiislry 
vis Pakistan’s) or on the demand sidi' (displacc nicnt ot jute goixls by -S>ntlic- 
tics). 

Roth to exerci.se snc'li economic sense and busniess acumen and to follow 
through with a i^iogramme of rehabilitation, JRC^I will ni*ed technical and 
managerial bias in its tliinking and (organisation. In this context, what should 
Ik* of far greater concern than the supposed inadequacy of initial capital is the 
conteinplatcxl appointment of a coiriincrcial banker as the Corporation’.s manag¬ 
ing director. The aims and fnucUons of IRCl require a person with industrial 
experience and technical knowledgeability lather than with a money-lending 
background. 
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liCONOMlO AND ^imCAL ' 


A Vent, Not a Scheme 

B L Mahcshwarj 

Up the Organisation by Robert Townsend; Michael Joseph, London; 


1970. 

THE author of the book is an 
insidei with 20 years in business 
and with many successes to his credit. 
Townsend knows both the strengths 
and the weaknesses of organisations 
though he concentrates on the latter. 
He says that thiee common features 
of organisation men arc that they arc 
docile, they are bored, and they are 
dull. Tin's is an inloleiahle state of 
affairs because: “If you’re not in busi¬ 
ness for fun or profit, what the hell 
are you doing here?”. The author 
seems to feel that there is little one 
can do to make the large and complex 
organisations more tolerable, more 
interesting, and more productive, so 
he advises the organisation men to 
wage non-violent guerilla warfare with¬ 
in the organisations to subvert them. 
But he recognises that it will take 
millions of such subveisives to make 
much differenc<'. Where is he going 
to find the wanted revolutionaries 
among the ranks of these docile, bored 
and dull organisation men? 

The author admits that the iwo 
books which influenced his thinking 
most were Peter Druckei’s “Managing 
lor Results” and Douglas McGregor's 
“The Human Side of Enterprise”. 
This influence is reflected all through 
the hook. He recommends an organi¬ 
sation based on the assumptions of Mc¬ 
Gregor's Theory Y*. His emphasis is 
on humanism m management. Thus, 
he advocates a system of management 
which encourages free thinking, ade¬ 
quate authority, and flexibility in ope¬ 
rations. For example, he suggests that 
“anyone who makes over $150 a week 
should be allowed to set his own 
office hours”. 

Tn his attempt to attract the atten¬ 
tion of the organisation men, Towns¬ 
end attacks some of the sacred institu¬ 
tions and practices respected by 
manag(‘ment establishments everywhere. 
Bureaucracy in organisations is the 
natural object of his wrath, and again, 
as a typical organisation man, he re¬ 
commends that a company should 
have a vice-president in-charge of anti- 
bureaucratisation. The Harvard Busi¬ 
ness School, the citadel of management 
establishment, also attracts Townsend’s 
criticism. 

Another popular item in the armoury 
of modern management, the institution 


of management consultants is also one 
of Townsend’s victims. What he says 
is not new but his comment deserves 
to be quotod for the style of its pre¬ 
sentation. He says, 

The effective ones are the one-man 
shows. The institutional ones arc 
disastrous. They waste time, cost 
money, demoralise and distract your 
best people, and don’t solve pro¬ 
blems. They are people who boirow 
your watch to tell you what time it 
IS and then walk off with it. 

Talking of the boss-subordinate rela¬ 
tions, he comments: “A good man 
deserves direct confrontation with his 
boss — especially when they’re not in 
full accord”. The people-orientation of 
the book is again reflected in his com¬ 
ment on the function of leadership. 
“Tiue leadership must he for the bene¬ 
fit of the followers, not the enrichment 
of the leaders. In combat, oflicers eat 
last.” 

Again and again, Townsend cautions 
against some of the common organisa¬ 
tional practices which, though accept¬ 
able are dysfunctional. How tr^^e, tor 
instance, is his comment that “Murder- 
by-memo is an acceptable crime in 
largt^ organisations”. Most people 
would also agree with his statement 
about employment contracts that they 
“usually lose the men they are design- 
<d to hold and keep those who have 
no othei basis for staying”. 

The author implicitly launches an 
attack on some of the modern manage¬ 
ment gimmicks that arc embraced by 
lop managers of large organisations. 
He advises lot of thinking before ins¬ 
talling new and Fancy systems of 
management. “Systems are like roads. 
Wry expensive. And no good build¬ 
ing them up until you know exactly 
where they are going to wind up.” 

Still, even when one agrees with 
many of his critical comments, some 
of his recommendations sound like 
drastic remedies which may even kill 
the patient. For example, he glibly 
states that the personnel, the public 
relations and the purchase departments, 
should be fired immediately, that top 
executives should do without personal 
secretaries, and that no chief executive 
should be kept in office for more than 
five years. The author, who has been 
at home in small companies with growth 


potential and without the trappings of 
the big organisations so that face-to- 
face encounters are an integral part of 
the small organisation’s life, abhors 
lots of things abt^iut the big organisa¬ 
tions whose size makes them unwieldy 
for effective management. But he falls 
to appreciate that while it is time that 
large organisations have yet to find 
practices and procedures suitably ex¬ 
empt from criticism, they cannot be 
managed like small organisations. 

What has made this book a winner 
on the best-seller list? Is it the style 
or the content? 

The list of contents in alphabetical 
order is impressive. The author claims 
that a reader can locate any subject 
on the list in 13 seconds and he can 
lead all the author has to say about 
it in five minutes or less. On both 
counts, he is generally right. Moreover, 
humour is paraded here in all its 
splendour. But much of what he has 
to say represents conventional wisdom 
and the viewpoints expressed do not 
demonstrate oiiginal thinking. The 
gap lietween the ideal and the reality 
of management is so wide that even 
forceful statement of conventional wis¬ 
dom stands out as a manifesto of re-‘ 
volt. 

Townsend’s attack on specific aspects 
of the large organisation system, 
though not a general attack on the 
establishment, is representative of the 
prevalent mood of dissent and dis¬ 
enchantment in organisations. By en¬ 
gaging in criticism of the angularities 
and crudities of this system, with a 
view to making it work better, he 
expresses the inner feelings of many 
an organisation man. This may be 
the main reason for the book’.s popu¬ 
larity. Thus the author says that the 
company presidents are overpaid, that 
most of the boards of directors are in¬ 
effective, and that the real contribution 
to results is by people in the middle 
and the lower ranks. By giving ex¬ 
pression to such pent-up feelings, the 
successful businessman has eminently 
succeeded in becoming a popular au¬ 
thor; but he seems to forget that the 
power of heirarchy is so pervasive in 
most organisations that the opportu¬ 
nities for revolutions from within are 
extremely limited. There is a serious 
contradiction in his scheme for puri¬ 
fying and strengthening the system 
through marginal changes. It is be¬ 
cause of this that the book fails to 
become a manifesto of revolution in 
the organisation, though as reflections 
on organisation men it is an eminently 
succt^ssful and readable book. 
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llucro Planning: The Neglected Interface 

Samuel Paul 

Social and economic systems have divergent subsystems which will work together effectively only when 
they are linked by an interface that ensures compaithility between them. Often, the individual subsystem 
by itself may be superb in its design, structure, and contents; and yet the total system may fail to work 
optimally because the interaction between, or the synchronisation of, the constituent parts has been 
fieglected. Neglect of the interface can be costly in terms of the performance of the total system. 

In the national economic system, the ttvo important subsystems that must work together in harmony 
for optimal performance are the sub^stem of the government and the subsystem of the primary deci^ 
sion-making units. Failure of planning to yield results may be largely traced to the interface between 
these two subsystems. 

The direction of reform in this respect needs to be threefold: the basic urge among private firms 
or farms to seek profit needs to be harnessed in the service of national planning; micro^planning needs 
to generate a competitive environment in which private firms have to discipline themselves for the mar* 
ket; and thirdly^ where such competition cannot be sustained, as where the public sector operates, ope* 
rational goals have to be defined consistent with the national plan, and criteria evolved for performance 
evaluation. 


‘INTERFACE* is a term which has 
long been familiar to scientists and 
communication experts. It refers to 
the surface forming a common boun¬ 
dary between two phases in a hetero¬ 
geneous system. There are many hete¬ 
rogeneous subsystems which work to¬ 
gether in harmony, though individually 
they operate at different wave lengths. 
Compatibility between them is esta¬ 
blished through the cif'ition of an 
interface which provides a common 
point of contact and a language of 
communication. Computers and men, 
ffir instance, are two heterogeneous 
subsystems operating at different 
speeds and with different characteris¬ 
tics. Computer logic and language 
constitute the interface between the 
two. 

Social and economic systems also 
have divergent subsystems which will 
work together effectively only when 
they are linked by an interface that 
ensures compatibility between them. 
Often, the individual subsystem by it¬ 
self may be superb in its design, struc¬ 
ture and contents; and yet the total 
system may fail to work optimally be¬ 
cause the interaction between and the 
synchronisation of its constituent parts 
have been neglected. Neglect of the 
interface can, therefore, be costly in 
terms of the performance of the total 
system. 

Levels of Decision Making 

In the national economic system, 
there are two important subsystems or 
phases which must work together in 
harmony for optimal performance. 
First, there is the subsystem of the 
government of the country which lays 
down the broad social and economic 
objectives to be achieved by the total 
system. Government may also have a 


strategy or set of policies for achiev¬ 
ing these objeclivcs. National plan¬ 
ning of this type may be attempted 
either through formal planning efforts 
rir as part of the regular work of 
government. Secondly, there is the 
subsystem of the primary decision 
making units, such as farms and busi¬ 
ness firms, which operate at an entirely 
different h'vel. Though the state may 
define the broad national goals and 
formulate a strategy to achieve them, 
it is essentially at the level of the farm 
and the firm that action takes place. 
This is particularly true of the objec¬ 
tive of economic growth which, in the 
last analysis, can be accomplished only 
through the actions of the micro-level 
decision making units. 

National planners and decision 
makers in the governmental subsystem 
must, (heiefore, not only define their 
goals and strategies but also establish 
contact with the sul).system of primary 
decision making units and ensure that 
the interface between the. two contri¬ 
butes to the optimal performance of 
the total system. Irrespective of the 
political system prevailing in a country, 
there must exist an interface between 
the national planners and the micro- 
level decision makers. Its nature and 
effectiveness will, no doubt, vary from 
one system to another. In the Soviet 
Union and other communist countries, 
this interface is provided by a com¬ 
plex of direct administrative controls 
over the primary decision making units. 
In many other countries where the 
broad national goals are defined by 
the government, but detailed planning 
and implementation are left to indivi¬ 
duals and films, the interface is pro¬ 
vided by indirect controls such as 
fiscal and monetary measures which 
are designed to motivate the micro- 
level decision making units to act in 


a manner consistent with the national 
goals. In both cases, the design of 
the interface assumes considerable 
importance. 

Indian planning lies somewhere in 
between these two positions. The 
state, which operates within a demo¬ 
cratic framework, not only enunciates 
the broad, national, economic and 
social objectives, but also formulates 
the specific goals and programmes of 
action required to achieve them. It 
makes use of Ixith direct and indirect 
controls in mobilising and allocating 
resources for achieving the national 
goals. Though the state participates 
directly in investment and production 
activities, there is also a large and 
significant segment of the economy 
which is left to the private decision 
making units. The best example, of 
course, is agriculture which, for the 
most part, is managed by small far¬ 
mers. Even in manufacturing, which 
is a relatively small but growing sector 
in India, private firms play a dominant 
role. The share of the public sector, 
however, is increasing steadily. Thus 
the interface in India consists of a 
mixture of direct and indirect controls. 

There can be honest differences of 
opinion about the basic objectives and 
the type of planning that afe most ap¬ 
propriate to India. We start from the 
premise that, given the magnitudis of 
her problems and the stage of her 
development, India could not have 
avoided active state intervention in 
order to achieve important economic 
and social goals. Planning is here to 
stay, in India and elsewhere. The 
issue is one of making planning more 
effective, of choosing national objec¬ 
tives sensibly, and of finding the best 
means to achieve them within a demo¬ 
cratic framework. Determination of 
national objectives requires a defini- 
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tion of to 

Since individuals differ in their values 
and preferences, it is impossible to 
prove that any given set of objectives 
is uniquely appropriate. The objec¬ 
tives which are acceptable to one group 
may not appeal to another. In India, 
however, there is a general consensus 
on the basic objectives to be pursued: 
Thus, most of our leaders and other 
articulate citizens are agreed on the 
need to pursue the ideals of moderni¬ 
sation which in luin call for accelera¬ 
tion of the rate of economic growth 
and more equitable income distribu¬ 
tion. The problem arises in the pro¬ 
cess of making these objectives opera¬ 
tional and in choosing the design for 
the interface. 

The most publicised parts of national 
planning in India are the objectives 
and the broad strategy — which in¬ 
cludes both the allocation of resources 
among sectors and subsectois and the 
associated pattern of lesource mobili¬ 
sation. Public atLenliun is also focus¬ 
ed on the targets of production plan¬ 
ned for major industries, agricultural 
ciops, and other subsectois. The plan¬ 
ning process does not stop with these 
important ingredients, howevei. Tln^ 
broad strategy calls for the achieve¬ 
ment of a nunibci of specific subsidiaiy 
goals, rellectcd in the allocations and 
the targets. It is the task of planneis 
to ensure that decision makers at 
dilTercnt levels woik in harmon> with 
them, so that these goals uie achieved 
in the most elhcient manner possible. 
It is also necessary for planneis to 
leceive continuous feedback on the 
progress of specific tnogrammes and 
projects, so that corieclions and re¬ 
adjustments can be made as depaitures 
occur from the charted path. These 
are important functions of planning 
for two reasons. 

First, the planners and governmen¬ 
tal decision makers who formulate the 
objectives and strategy of planning 
constitute a very small part of the 
total group of decision makervS whose 
actions will hnally determine the suc¬ 
cess oi otherwise of specific plans. 
Thus, in India, the actions of numerous 
farms scattered throughout the country 
play a decisive role m determining the 
outcome of the national agricultural 
programmes. In industry, firms which 
are the primary decision making units 
will determine whether or not impor¬ 
tant targets will be met efficiently. 
This is because the final decisions on 
specific investments, allocation of in¬ 
puts, and production, still lie with the 
production units at the micro level. 
The national planners may influence 
them and provide them information, 
assistance, and incentives, but they 


Secondly, the goals of the {planners 
and of the primary production units 
may not be ideuticaJ; hence the latter 
may not necessarily behave in a man¬ 
ner consistent with plan objectives. 
Micro-level decision makers such as 
farmers and managers of firms have 
their nwn limited private goals — such 
as maximising their net income or 
earning un adequate private return on 
investment — which are different from 
thr bioadtu* national objectives. They 
will woik towards the social goals 
only if their own objectives can be 
achieved iu the process. Thus the 
faimer will contribute to the national 
objective of increasing food production 
only if he can increase his net income 
more by cuilivaluig foodcrops than by 
diverting lus land for other crops. It 
IS only through policies and incentives, 
which help the micro-level planneis 
or decision makers to achieve their 
own goals, that they can be induced to 
taki* action that furthers the stiategy 
of national planning. 

"Ihis i.s tiue iiicspective of whethci 
ihc firms and farms are in the piivale 
oi public The fact that public 

sector firms arc owned by the state 
does not guaiantec that their mana¬ 
gers’ decisions and plans will be consis¬ 
tent with those of the national plan¬ 
ners. Often, ihi'se managers and even 
I he ministries which control them may 
follow policies which are at variance' 
with the planners’ sliategy. ft is es¬ 
sential, thcicfore, that the latter create 
an environment in which a ‘congru¬ 
ence ot goals’ exists between them¬ 
selves and the maiiagi'is of all firms. 

The interface between national 
planning and planning and decision 
making at the micro level has not 
leccived in India the aitention it 
deseives. Pait ol the problem may bt* 
that planning is done wuthui the framc- 
woik of broad aggregates, which limits 
the planners' understanding of the be¬ 
haviour of primary decision making 
units and of the problems and influ¬ 
ences at work at the micro level. In 
their recent study of Indian planning. 
Streeten and LijUon have alluded t(j 
this problem; 

“Indian planners icly too much on 
bad data . . . consequently they over¬ 
emphasise the big aggregates ... and 
neglect detailed and concrete ana¬ 
lysis of social and economic micro¬ 
cosms.”^ 

Myrdal in his recent writings has 
warned against the danger of aggrega¬ 
tion in planning — or more .specifi¬ 
cally against “misplaced aggregation’* 
which he and his associates consider 
one of the major defects of the eco¬ 
nomic models currently bting applied 
to the problems of development.* 
Others have commented on the pro- 


ble^ oip implementation iit Indito 

planning. For many experts, plannip^ 
means “planning models” and nothing 
more. Critics have pointed out that 
plans have often remained mere 
“paper exercises” and could not be 
earned out effectively because the 
task of implementation was not paid 
adequate aitention. According to this 
view, planners tend to assume that 
bt cause a plan document states that a 
ccitain action will be taken, the action 
will automatically follow and that the 
consequences of the action will be as 
planned. 

While these criticisms must be 
taken with a pinch of salt because of 
their inevitable emotional and political 
overtones, the undt rlyiug common 
theme that, there is a significant gap 
between the broad strategy of plan¬ 
ning and its implementation, needs to 
be taken seriously. In our view, a 
major factor behind the gap is the 
failuie to Hitegiato the jdans and ac¬ 
tions of the micro-level units into the 
national planning strategy, which in 
lurn reflects the failure of the jxilicies 
adopt! d for motivating these units to 
take the rrquired action. In other 
words, the interface between aggrega¬ 
tive planning and micro Iwcl decision 
making has remained a neglected area. 
We shall call Lhis the tailure of ‘micro 
planning’ to distinguish it from the 
pH;]ilems of aggregativi‘ planning which 
js concerned with basic national goals 
and broad strategy iu macro terms.-' 

By micio planning, then, wc mean 
the planning of the interface between 
the national plan and th«- individual 
him. Micro planning is concerned 
with the formulation and implementa¬ 
tion of the complex of policies, con- 
tioK and feedback systems designed to 
motivate firms to act such that national 
objectives as vuithncd in Ihc aggrega¬ 
tive plan will he furthered. Effective 
rnicio planning presupposes not only 
a thorough giasp oi national goals and 
development stiatcgy, but also an un¬ 
derstanding of the t'bjectives and be- 
haviouj- patterns of the units at the 
micro level without which a viable 
policy fiamcwork fi'i influencing the 
actions of thr.s<‘ units in the right direc¬ 
tum cannot he evolved. 

If. m fact, the firm is the instru- 
meiil’ OI ‘vehicle’ of giowih in the 
industrial sector, the national planners 
must harness its potential strength.s to 
fuither the objective of economic 
growth Firms are engaged in the 
l>L'siness of tiansforniing inputs, mate¬ 
rial and human, into a variety of out¬ 
puts for which there is demand in the 
national and international markets. If 
they are survive and grow, they 
must earn a profit considered satisfac¬ 
tory in terms of the alternatives open 



Ilevlw of Management l''<sbjruary ’IdTl 


ECONOMIC AND lOtmcSAt 


) on Cdniiol hruii’ about Jiro.\f)erity by (lis( onraoino thrift, 

Tim ((innot slrengtliiii the weak by (eeiikeiiino the strimo, 
ion cannot help the waqe-earncr by crippling the .cai’c payer, 

}ou cannot help the poor by destroy mo the rnh, 

You cannot establish sound security on borrinced money, 

}ou cannot csiapc tioublc by spenaincy more than you earn, 

I oil cannot build thaiailcr and couraoe by takini’ away Alan 's indcpcndciK e , 
I'ou cannot help men permanently by doiiio fir them 
what they could and should do for themselves. 

Abraliam Lincoln 

MAHIN])Ry\ AND MAHINDRA LIMI I LD 

Bombay • (lalnuia • DcHii . Madias 



M-6 








thm. s^e t<^rd8 gddt 
by being alert to new niafrket opportu¬ 
nities and by being efficient in 
the use of their scarce resources. 
Awareness of the opportunities in the 
market and competition from rivals, 
are two factors which put pressure on 
Ihje managers (owners) of firms to in- 
crciise theii efficiency and generate 
profits. In other words, their perso¬ 
nal goals and the environment in which 
they operate, have a gn^at deal to do 
with motivating managers to be more 
edicient and cieative. 

It would seem, then, that the special 
strength of the firm Jies in its poten¬ 
tial ability to serve the needs of 
society hy transforming inputs into 
outputs efficiently and by generating a 
surplus for leinvestnicnt in the process. 
Decision makers in the firm are better 
equipped, than are the national plan¬ 
ners, to search for and to exploit new 
market opportunities and to allocate 
rcsoinces optimally within the firm to 
achieve their ends. Given the pioper 
environment, they will take steps to 
utilise resources elficiently because it 
is in their own interest to do so. Deci¬ 
sion makers at the micro level have a 
comparative advantage in this respect, 
because they aic close' to the scene 
of action and can, therefore, make 
decisions more expeditiously. 

Decisions of the firm also have a 
direct impact on other national objec- 
tiv(‘S, such as income distribution and 
regional development. It is important 
to note, however, that this impact is 
generally a by-product of resource allo¬ 
cation decisions made by the firm on 
efficiency grounds. The firm does not 
pursue employment or regional deve¬ 
lopment as an objective. If it is forced 
to purs'ue these objectives at the cost 
of its private objectives, it will fail in 
its role as an instrument of economic 
growth and wither away in the pro¬ 
cess. It will suivive only if someone 
is willing to subsidise its operations. 

Is there any evidence to suggest 
that micro planning is a weak link in 
our development strategy? I shall des¬ 
cribe below a few examples which illus¬ 
trate the nature of the problem. These 
are based on personal observations 
over a number of years and not on a 
systematic and comprehensive study of 
the economy. However, one's confid¬ 
ence in the validity of these observa¬ 
tions is enhanced by the frequency 
with which similar views have been 
expressed by other observers. 

At the firm level, there are basically 
four areas of decision making which 
national planners would like to influ¬ 
ence: (1) investment decisions which 
determine the long-term allocation of 


fe^ufees the ftrm; (2> product mfat 
or output decisions; (3) pricing deci¬ 
sions; and (4) decisions which have a 
bearing on the efficiency of resource 
use. 'I'he national planners would like 
the firms to conform to the investment 
and output patterns considered desir¬ 
able from the national point of view. 
They would like the firms to make the 
minimal use of scarce resources in the 
production process and to charge re- 
sonable prices for their output. If 
the primary decision making units be¬ 
have in a manner consistent with the 
national objectives in each of the areas 
listed above, w*c would have no hesita¬ 
tion in concluding that micro planning 
has been an effective tool in the Indian 
context. 

In fact, theie is considerable evid¬ 
ence that decision making at the micro 
level has not been compatible with the 
objectives and strategy of the plan¬ 
ners.* Pnorily industries which the 
planners wanted to expand at certain 
piojccted Kites of growth have in seve¬ 
ral cases lagged " behind. Industries 
which were under continued price and 
distribution control appear to have 
suffered most as a result of a slow¬ 
down in investment. Cement and 
paper arc well known examples of this. 
The output pattern envisaged by plan¬ 
ners in several industries was not what 
th(' firms were interested in or were 
willing to produce. Thus, though 
Government wants the textile mills to 
produce a predetermined proportion 
of ‘controlled varieties’, the mills try 
haid to minimise the production of 
these varieties and to divert their 
capacity and resources for the manu¬ 
facture of expensive 'uncontrolled 
varieties’. In other instances, the 
actual output pattern has departed 
from the desired pattern because the 
scarce raw materials required for pro¬ 
duction arc diverted by firms from 
their intended uses. Units which re¬ 
ceive the raw material allocations may 
sell them off to the highest bidders 
who use them for the manufacture of 
products which are low on the priority 
list of the planners. The growing 
shortages of steel and non-ferrous 
metals in the system have tended to 
aggravate this problem in recent 
months. 

Perhaps more disturbing is the fact 
that in the area of resources use effi¬ 
ciency or cost consciousness the be¬ 
haviour of films has not been con¬ 
sistent with the planners’ objectives. 
While ill many countries considerable 
managerial effort and time are spent 
to discover ways and means to fuller 
utilisation of capacity and cost reduc¬ 
tion, there is not much evidence of 


sueb acting among Indian maniigi^^ 
Part of the reason for the high cort' 
structure of Indian industries, of 
course, lies in factors beyond the cont¬ 
rol of the individual firm. However, 
it is not at all clear that the entire 
phenomenon can be explained away in 
these terms. 

Underlying Factors 

The tendency of the firm to behave 
at variance with planners’ goals and 
strategy, in critical decision making 
aieas, is a phenomenon brought about 
by a variety of complex factors. In 
some cases, the assumptions, data and 
methodology of aggregative planning 
may have been a contributory factor. 
In others, the incompetence or lack of 
experience of the managers of enter¬ 
prises may have been responsible for 
the tendency. While* all these factors 
may have played their part, it is the 
thesis of this paper that a major con¬ 
tributory factor is the weakness of 
micro planning. Three features of 
Indian micro planning arc highlighted 
l>elow in support of this thesis. 

(1) In linking macro planning with 
the subsystem of primal y decision 
making units, the concept of relative 
profitability has not been given the 
role it deserves. Private firms will, no 
doubt, consider their opportunity costs 
before they commit their resources. 

If the rate of retiini they can earn in 
a priority industry is below what they 
can earn in an alternative sector, ad¬ 
justed for the risks involved in both 
cases, firms will not be motivated to 
invest further in the lormer. The 
answer, therefore, lies in making the 
returns from the priority industries 
relatively more attractive or in depres¬ 
sing the profitability of alternative in¬ 
vestments so that the relative proftta- 
])ihty pattern is shifted in favour of 
industries which planners wish to en¬ 
courage. Often, considerations of 
equity and administrative allocations 
have dominated micro planning. Much 
less attention has been given to under¬ 
standing the firm’s behaviour and to 
exploit the basic motivations under¬ 
lying it in favour of the plan. 

(2) Perhaps inadvertently, micro 
planning as it exists today tends to 
divert the attention of firms from com¬ 
petition, innovation and efficiency* 
rhe environment encourages them to 
bargain for favours, to use influence, 
and to restrict competition. Since the 
greatest inspiration for efficiency comes 
from competition, the choking off of 
competitive pressures has had the effect 
of making managers indifferent to costs 
and efficiency. Take, for instance, the 
allocation of managerial effort and 
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time. One suspects that top manage-^ 
meiu spends a great deal of its time 
dealing with different governmenlal 
agencies. Nogoti,i ions for licences, 
clearances and quotas can absorb a 
considerable amount of managerial time 
and effort, which normally should have 
been devoted to the dovciopmeni of 
markets, reduction of costs, and long¬ 
term planning. As a result^ W(' have 
today a generation of firms riuituicd 
on a variety of piotccfive dc\ict‘S and 
fearful of lisk-taking Witness the 
cement mdustiy which pleaded for the 
continuance of price contiol and got 
It in qiite of the go\ernmonl’s willing- 
riL-ss to decontrol it. 

Both burfiincracy and business have 
Irained to like the regime of direct 
contrfJs. A system of c(Uitrols endows 
the bureaucrat with Lnlluence and 
patronage. For tlu* businessman^ it 
provides pioteelion from risks^ and 
competition, though these are the 
usual hazards of business clsewhoio. 
Neither group can be blamed for ■‘dn'ir 
pattern of h<-havtour. An\onc in their 
shoes W(aild have done the same thing. 
If I havr to get tleaiaiices and per¬ 
mits fioin I he govcunnirnt at eveiy 
turn, the Tiisi thing T \\ouId do is to 
open np a liaison otlioo in Delhi. I 
would hire well-ccuiuecled e\ civil ser¬ 
vants or sons of politicians j| I find 
that they can get things done fastci. 
In the prevailing cionnnment, it wcnild 
be foolish on m> pari tc^ allocate scarce 
manage!ial efToit and time to market 
research, linear piogramming, and 
other modem techniques. '1 he behavi¬ 
our of the bureaucrats .md business¬ 
men represents a poihetly natural res¬ 
ponse to ibc micro planning environ 
ment in which they operate The 
(|U('stion is whether tins patlem nf 
behavioui contributes lo the optimal 
resouice allocation decisions which the 
planneis expect of lirms. 

Til a devilotnng economy, shortages 
of various kinds are bound to emerge 
from time lo time. II incre.ising the 
output of goods m short supply is not 
a feasible alteinative, planners should 
be willing to use tlie price mechanism 
and tile ta.\ policy to minimise the 
emeigmg demand-supply imbalances. 
The perfoimaiice of seveial industries 
in lecent years testili* s to the failure 
ot micio planning on this front. The 
pcisistencc of shorlages has made ftrms 
insensitive lo consumer needs. The 
K'ciMit induslnal iitcsMon was the raie 
occasion when at least Siime industries 
evinced lor the first time an inteiest 
in the customer. Now that wc aic 
back in a regime of shoitages, these 
industries also have gone back to their 
old ways. 


(3) A third feature of o«r micro 
planning is its neglect of decision mak¬ 
ing in public sector firms. Once a 
decision is made to invest in the pub¬ 
lic sictor, it is believed that results 
consistent with the planneis’ obicctivcs 
w'ill follc^w. Yet nothing could be far- 
ihei Irom the truth. Public sector 
m.inagvunent decisions need not bo 
coiisisieiil watli the planneis’ obiec- 
ti\es, The problem arises because ol 
the lack of conscious efforts on the 
p.nt of (he authorities concerned to 
define operational goals and measures 
of performance for public sector firms 
in line with the planners* objectives. 
Fmm the Ix-havioiir of many public 
sector firms, u would seem that they 
arc judged by the size of their on I put. 
b.lhcioiicy 111 t‘ ims of costs, for in¬ 
stance, is often ignored primafily be¬ 
cause iheii managers aic not evaluat¬ 
ed by this criterion. Unless specific 
operalinnal goals and targets are given 
to individual units and their manag¬ 
ers aie evaluated and rewarded in teuns 
ol these goals, it will be impossible to 
get the dosiied results from the public 
sector. In the prevailing micro plan¬ 
ning fiamcyvork, the role of the indi¬ 
vidual unit and the accountability of 
its managcis for results, are for all 
practical purposes left undefined. There 
IS a national targ^^t for ‘surpluses from 
public sector enterprises’. Inhere i*? no 
evidence, hnwe\er. that this target has 
been split into siibtaigets for the con¬ 
stituent firms in the public sector. FT- 
fcctivc micro planning would not only 
have dt'fined these subtargets, but also 
havf proposed adequate steps to en¬ 
sure that these aie achieved efficiently 
at the unit level. 

It is instructive in this context to 
examine the exi>ericnce of the Soviet 
Union where the public sector domi¬ 
nates the economy. There is no vague- 
lu’ss about what is expected of the 
public sector firms in the Soviet Union. 
Within the fiamework of the national 
goals, specific targets and measures of 
perfoimancc aie pi escribed for the in¬ 
dividual firm and managers are evalu¬ 
ated in terms of the results they 
achieve. Monctaiy incentives in the 
iorin of bonuses are given to manag¬ 
ers to motivate them to work toward 
the goals laid down for them. There 
are, no doubt, problems and flaws in 
the Soviet s>stcm of public sector 
management. What is important to 
remember, howevei, is that they are 
serious about translating the national 
goals into targets and measures that 
are understood and implemented by 
the managers at the firm level. Through 
the bonus system, they harness the 
self-interest of managers to further the 


national objectiv^/The $y^te« 
bles the managers to pursue well de¬ 
fined goals and to receive rewards and 
penalties on the basis of their perform¬ 
ance. In the absence of a free mar¬ 
ket. this comes closest to generating 
a competitive environment most neces- 
saiy lor keeping the firms alert ^nd 
t’fficicnt. Soviet micro planning in the 
urea of public sector management is 
ceitainly worthy of study by those 
who dctcimine public sector policies 
in India. 

Conclusion 

0 

The direction in which the prevail¬ 
ing micro planning framework in In¬ 
dia should seek reform arc threefold: 
I'Irst, the basic urge on the part of 
private turns to search lor profits must 
hr harnessed in the service of national 
planning. Rather than brand the piofit 
motive as an anti-social aberration, 
the potential strength of the fb'm as 
a tool for eilicieiit production should 
bti used to fuilher economic growth. 
Secondly, micro planning should help 
generate a competitive environment in 
which private fums will be forced to 
subject themselves to the di.scipline 
of the market place. This is the only 
s.ifegiiard for efficiency in a system 
where direct control over every firm 
is neither piacticable nor desirable. 
Ihiiclls, where such market competi¬ 
tion camrn be sustained easily as in 
scvci.il industries in which public sec- 
loi firms operate, micro planning should 
provide a siibstuute by defining ope¬ 
rational goals for the units which are 
consistent with the national planners’ 
objectives and evolving appiopriate cri- 
ti ria lor the' evaluation of their per¬ 
formance. The interface between na¬ 
tional jilanniiig and the micro level 
decision making units can be strength¬ 
ened only by a simultaneous attack on 
all the thr(‘e fronts. 

Notes 

1 P Streeten and M Lipton (editors), 
“The Crisis of Indian Planning: 
Economic Planning in the 1960s”, 
London, 1968, p 7. 

2 Myrdal, "The Asian Drama”, 
Volume III, New York, 1968, 
Appendix 3. 

3 Other factors responsible for the 
gap are inconsistencies in the ag¬ 
gregative plan itself, failure to 
mobilise resources, and problems 
(T co-ordination between agencies 
at the governmental level. We 
are abstracting from these aspects 
in spite of their obvious import¬ 
ance in order to concentrate our 
attention on tjhe problem of micro 
planning. 

4 For a detailed analysis of many 
of these problems, see J Bha^wati 
and P Desai, "India: Planning for 
Industrialisation^', OECD, 1970, 
Chapters 12-14. 



Coiii^ideratioiis ~in Designing Management 

Control Systems 

S K Bhattacharyya 


Management involves both planning and control, because^ without the benchmark developed out of 
the planning process, no effective control can take place. The fnanagement control process may be use¬ 
fully viewed, therefore, in terms of two substreams—formal planning systems and management reporting 
systems. 

However, designers of control systems in most cases have not been able to translate the accepted 
conceptual framework of management control systems into models responding to the particular needs of 
client^companies. 

This article, therefore, focusses on considerations that must go into designing a management control 
system. The contention is that, if the formal planning system has been effectively designed, the end 
product in the short run is a formal plan or budget which formalises the overall corporate objectives for 
that period in terms of sales, costs, margins, overheads, profits, etc, which can he further broken up 
in relation to various products, operations and geographic locations of the organisation's activities. Thus, 
once the formal plan has been designed, one can begin to develop the framework for an effective mange- 
ment reporting system. 


IT is now accepted that the spectrum 
of management control process in¬ 
volves both planning and control, be¬ 
cause, without the benchmark develop¬ 
ed out of the planning process, no 
effective control can possibly lake 
place. It would, theicfore, be useful to 
view the total managemeni control 
process in terms of Iwu distinct sub- 
streams, i c\ fonnal planning systems and 
management repo/ting s>stems. This 
article does not attempt to throw 
up new issues Or to develop new ap¬ 
proaches in relation to the management 
control piocess since the framework 
( volved by Anthony^ on management 
control systems—distinguished in 
terms of strategic planning, manage¬ 
ment contiol, and operational control— 
is considered definitive in terms of our 
present knowledge ot the management 
control process. However, the Anthony 
conceptualisation is so abstract to non- 
control men that it has not received 
the attention it deserves by business 
managers. It would even be valid to 
hold that designers of contiol systems 
have not, in most cases, been able to 
translate the Anthony conceptual frame¬ 
work in brass tack5 terms for deve¬ 
loping models responding to the parti¬ 
cular needs of client-companies. This 
article will, therefore, accept the An¬ 
thony framework as ‘gtiven’ (includ¬ 
ing the overlay built up by John Dear- 
den and Richard Vancil at the Har¬ 
vard Business School), and will focus 
on considerations that go into the 
the designing of a management control 
system based on the Anthony frame¬ 
work. If we arc to accept the currently 
accepted definition of management con¬ 
trol as articulated by Anthony, it is 

^*the process by which managers as¬ 
sure that resources are obtained and 


used effectively and efficiently in 
the accomplishment of the organisa¬ 
tion’s objectives”. 

Perhaps a better understanding of lh(’ 
management control process is achiev¬ 
ed if We distinguish it from two other 
processes which have a strong bear¬ 
ing on it but which, noncthele.ss, are 
quite distinct from the management 
contiol process. The evolution of the 
objectives of the organisation is essen¬ 
tially the process of strategic planning 
which again is defined in current lite¬ 
ral uie as 

”th(‘ piocess of deciding on objec¬ 
tives of the organisation, on th(* 
changes in the objectives, on the re¬ 
sources used to attain these objec¬ 
tives, and on the policies that are to 
govern the acquisition, use and dis¬ 
position of these resources*’. 

It should not be too difficult to esta¬ 


blish the premise that, without proper 
strategic planning, the management 
control process is hound to lx; ineffec¬ 
tive as it would b<' lacking in direc¬ 
tion and thrust in relation to the or¬ 
ganisation’s objectives. However, it is 
also necessary understand in this 
cimtext that, while the management 
contiol process relates to the organisa¬ 
tion as a whole, theie ari' operational 
tasks in relation to the various parts 
of the organisation which would re¬ 
quire to be accomplished within a 
well-articulated framework of manage¬ 
ment control. Such controls are cur- 
lently called operational control and is 
defined as 

“the process of achieving specific 
tasks are carried out effectively and 
efficiently”. 

The concepts relating to the system 


Figure 
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It takes 100,000 men to make 
an Escort troctoi 


Only S,000 
of them oie 
at Escorts 


And the rest? 

They are part of a thousand odd companies spread all 
over India that supply most of the components of ESCORT 
tractors (each has about 4.200 individual parts!) So 
that's how many people outside Escorts contribute to its 
operations. And they are mostly small-scale manu¬ 
facturers. 

Escorts yives them technical, sometimes even financial, 
assistance. They in turn supply high quality components, 
made to international standards given them by Escorts. 

They become highly skilled specialists->even export their 
products back to countries that once exported to India. 

This is the Kind of interdependence that has helped 
Escorts nearly double its tractor production every year. 
And this year, we celebrate the silver jubilee of this 
interdependence. 


We believe, this 
development. 


is the substance of real industrial 


Interdependence ^ 
for 25 years, 
the Escorts concept 
for growtih 
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Tahi-e 1 : Management Conthol Fbocess in an Indian public Enterprise 


Levels of Management 
in the Control Process 


Strategic Planning 

Minister Concerned, 
Secretary and Senior Offi¬ 
cers of the Department 
Board of Directors 


Management Control 

Board of Directors 
Chairman/Managing 
Director Functional 
Directors 


Operational Control 

Functional Directors 
Heads of Departments 


Activity Relating to 
which control information 
is retiuirecl 


Setting up commercial 
(profit) and non-commercial 
(social and economic) 
objectives of the under¬ 
taking 


Determining t^e organisa¬ 
tional structure 


Ikying out overall finan¬ 
cial policies regarding 
investment (including 
investment on new 
expansion) 


Determining pricing 
policies 


Setting managerial 
personnel policies 


Deciding on capital ex¬ 
penditure involving 
expansion of present 
capacities and for 
undertaking new 
activities 


Setting up objectives in 
terms of commercial, i c, 
profit objectives (i e, 
prod u otidn/sales/costs 
(including costs which are 
clearly identifiable for 
achieving non-commercial 
objectives) 

Targets of non-commercial 
objectives like level of 
production of goods and 
services required in terms 
of social objectives/employ¬ 
ment level/desired price 
level (if goods and services 
siipplies/improvemcnt hi 
(juality of products and 
wscrviccs, and 

Setting up standard cost: 
benefit ratios for non¬ 
commercial operations 


Manpower planning for 
staffing operational 
needs 


Determining working 
capital needs in terms 
of liquid funds, 

I )orro wing/inventories/ 
reccivables/dividends 
and retained earnings 

Determining marketing 
strategies, sales volume 
and product-mix for 
generating optimal 
contributions within the 
constraints of the pre¬ 
determined pricing policy 

Training and devi'lopnicnt 
of managers and in-com¬ 
pany and other training 
programmes for 
operational staff 

Deciding on capital 
expenditure ie(jiiii(*inents 
for replacement or 
expansion of existing 
capacity and recommend¬ 
ing additional capital 
expenditure based on 
product design and 
development policies 


Measuring and evaluating 
managerial performance 


Setting up short-term 
production/sales/ 
inventory targets 


Controlling expenses 
within budgeted levels 
and attaining revenue 
targets 


Designing marketing 
programmes to imple¬ 
ment the marketing 
strategy 


Controlling employ¬ 
ment levels for 
operations and adminis¬ 
tration within pre¬ 
determined targets 

linsuiing that resources 
of the compan> are 
maintained at optimal 
levels bv designing a 
pioper repair and 
maintenance programme 
(including preventive 
maintenance programme) 


Measuring and 
evaluating departmental 
efficiency in terms of 
labour and machine 
output 


Appropriate time span for Half yearly or Monthly Fornightly/weekly/ 

le^rtitjg quarterly_daily (as the case may be) 
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WELDIN6 IS A 
THREE-LETTER 

T/ist needs some expisnstion. 

The three letters are obviously lOL. Obviously because 
lOL (Indian Oxygen Limited) has always pioneered advances 
in welding technology, and introduced the latest welding 
techniques to this country. Simultaneously, lOL has 
developed indigenously a wide range of welding equipment 
and consumables and trained up a cadre of welding 
technologists, equal to the best anywhere. 

lOL functions today through a network of over 
sixty plants, offices, depots and compressing stations 
located in every major industrial area of the country. 

It maintains an extensive distribution system. lOL’s technical 
experts and service-engineers are available throughout India 
to tackle any conceivable problem related to welding. 

Leaders in the field of welding: 
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Table 2 : Formal Planning System 



Tasks of Managers 

Purpose of Planning 

End Product of Planning System 

(A) 

Assign responsibilities to subor¬ 
dinates 

Identify sub^tasks requiring 

managerial effort 

Define desired orgaxusatlonAl 
structure 

(B) 

Allocate resources to achieve 
“mission” 

Specify input-output relationships 
(enabling better resource alloca¬ 
tion) 

Evolve time-phased statement 
of corporate goals and objectives 

(C) 

Monitor mission achievement 

Undertake sensitivity analysis 

Determine critical variables 


Notes: fl) ‘missions* (profit/return on investmt-nt/growth, etc) at levels of other than top manager’s are defined 
and handed down by the organisation. 

(2) the top manager’s mission is self-dt-fined. (Possible constraint 


as It has been set out above can be 
depictt‘d diagrammatically (see figure). 
I'he different aspects of management 
control are illustrated in Table 1 by 
highlighting the various levels of 
the management control process in an 
Indian public sector enterprise.- 

At this point it might be useful to 
distinguish between strategic planning 
and foimal planning, as the nature of 
these two processes are substantially 
different. Tn a general sense, it can be 
said that the strategic planning pro¬ 
cess is essentially a complex process 
involving many variables; it tries to 
relate the external economic, political 
and social environments to presently 
available coiporate resources fand 
those which could be reasonably ac¬ 
quired in the near future) for evolving 
long-term objectives and goals of the 
organisation. By its very nature, stra¬ 
tegic planning is unstructured and ir¬ 
regular as It comes up only when 
changes take place either in the ex¬ 
ternal economic, social and political 
environments, or in the corporate re¬ 
sources. The end product of the strate¬ 
gic planning process then is the identi¬ 
fication of the? various alternatives 
available to the organisation in terms 
of its objectives, selection of the objec¬ 
tives from among these set of alterna¬ 
tives, and evolution of policies to 
achieve the objectives so selected. 

Formal planning, on the other hand, 
exhibits characteristics which are subs¬ 
tantially different from those of strate¬ 
gic planning, both in terms of com¬ 
plexity and the desired end-products. 
Formal planning, both by way of 
short-term planning (which in current 
control parlance is called ’budgeting*) 
or action planning when it relates to 
long periods, accepts the corporate 
objectives, as evolved by strategic 
planning, as ‘givens’ in the manage¬ 
ment control situation. Accordingly, 
it essentially attempts to relate the 
organisational resources to the objec¬ 
tives so formulated, in order to arrive 
at a time-phased statement of corpo¬ 


rate goals and objectives and opera¬ 
tional plans, matched in the same time 
dimensions, to achieve such objective. 
For these reasons, formal planning is 
a quite repetitive and rhythmic pro¬ 
cess as contrasted with the unstruc¬ 
tured or irregular nature of the stra¬ 
tegic planning process. 

While the evolution of the time- 
phased statements—both for shoit- 
and long-term corporate goals and for 
operational plans to achieve such goals 
and obiectivt's--the major end-product 
of formal planning systems, two other 
distinct by-products aie associated 
with the formal planning process. 
These are (a) definitions of the desir¬ 
ed organisational structure and (b) 
determination of the unique critical 
variables in the operations of the com¬ 
pany, both in the short and long terms. 

There are many, particularly in the 
accounting and related professions, who 
tend to reject the need to define the 
organisation structure as an integral 
part of the foimal planning system. 
Their argument is that the definition 
of the desired organisational structure 
involves consideration of managerial 
issues which are far more pervasive 
compared to the narrow control dimen¬ 
sion. They also lend to hold the view 
that it is possible to accept the pre¬ 
sent organisation structure as the 
foundation for designing a formal plan¬ 
ning system and that one’s comments 
on the organisational structure should 
be related to the possible impact of 
alternative forms of organisational 
structure. The views of this school are 
most vigorously articulated by An¬ 
thony when be says, 

“Although not everyone agrees with 
us, we also believe that systems 
design should be distinguished from 
— kept separate from — decisions 
regarding the organisation structure 
and division of responsibilities. The 
way in which a company is organis¬ 
ed obviously has cm impact on its 
planning and control systems, but 
when management is thinking about 
the best way of organising, this Im¬ 
pact is only one of several factors 
that it takes into account. The 


availability of finance). 

systems designer can give useful ad¬ 
vice on the probable impact of alter¬ 
native methods of organisation on 
the planning and control systems* 
but this advice relates to oiidy one 
aspect of the organisational problem. 
Management must also consider a 
number of other factors, particularly 
the personalities of the executives 
involved. 

Thus, the systems designer, when 
he is working as a systems designer 
rather than as an overall adviser to 
management, does not say that de¬ 
centralisation is good, or that it is 
bad. Rather, he says that if an 
organisation is decentralised, it 
should use such-and-such manage- 
ineiu control systems; and if cen¬ 
tralised, it should use different 
systems. In short, m designing 
systems, he must be prepared to ac¬ 
cept the organisational relationships 
as a given, He may point out that 
a different organisation structure 
would facilitate planning and con¬ 
trol: however, if management be¬ 
lieves that other considerations are 
more important and therefore de¬ 
cides not to change the organisation, 
th(' systems designer builds the best 
systems he can to fit the needs of 
this organisation.” 

However, many other people in the 
management control field, particularly 
those belonging to the behavioural 
and social psycholo.gy disciplines, be¬ 
lieve that, de.signing a control system 
without ex'amining the optimality of 
the organisational stiucture in terms 
of the objectives of the organisation, 
is essentially self-defeating or at the 
very best, sub-optimal. Here there is 
a distinct problem of demarcation of 
the proper boundaries of management 
contiol and organisational structure 
planning and it is not possible to re¬ 
solve this dichotomy without in some 
sense defining for oneself the role of 
the controller. There is good evidence 
to show that, if the organisational 
structure and control systems are com¬ 
plementary to each other, they provide 
mutual support and in the process 
make both of them more effective and 
efficient. 

To revert to the original issue: d^ 
signing a formal planning system 
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MMGI 

among the first 5 

1969 figures 
Rupees in Crores 


Capital and Reserves 1-40 

Departmental Reserves 1 -60 

Total Assets 5-36 

Net Premium 3 02 


Transacts 

FIRE, MARINE, MOTOR, PERSONAL ACCIDENT 
AND OTHER MISCELLANEOUS INSURANCES 

Madras Motor & General Insurance 
Company Limited 

Registered Office ; 52, Peters Road, Madras-14 


It is ifte customer confidence in its prompt 
settlement of claims and personalised service 
that sustains MMGFs growth in the general insurance field 


Offices ftO over India 
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should then necessarily be related to 
the end-products that are desired to 
be derived from such a system. As 
already defined, they are: 

(a) evolution of a time-phased state¬ 
ment — both the short-term and 
long-term corporate goals and ( 
objectives, 

(b} determination of the unique 
critical variables in the organi¬ 
sation’s operations, and 
(c) delineation of the appropriate 
organisational structure — opti¬ 
mal for the achievement of the 
corporate goals. 

In terms of our earlier definition of 
the control pjocess, oiganisational 
objectives must be correlated to the 
internal lesuurccs of the organisation, 
and the end-products can be derived 
only if the purpose of the planning 
system is clearly defined as determi¬ 
nation of specific input-output relation¬ 
ship lor enabling better resouice allo¬ 
cation. The objective of the system 
designer would, therefore, be to build 
a system to help top management to 
allocat(‘ its resources for achieving its 
corporate mission which could be de¬ 
fined either in terms of profit in the 
short run (profitability in the long 
run), return on investhient or growth 
in terms of market shares, or other 
appropriate managerial parameteis. It 
should be noted that we do not at¬ 
tempt to d('fine what top manage¬ 
ment’s mission should be 3s this must 
be essentially self-defined. In other 
words, while the determination of the 
mission appropriate to the organisation 
must be necessarily related to the 
resources available to the organisa¬ 
tion. it is not the objective of the sys¬ 
tem to define such missions. It should 
also be noted that acquisition of re¬ 
sources must also be viewed as a 
controllable variable—except perhaps 
in relation to finance (which are pre¬ 
sently available or is likely to be 
available in the immediate future for 
accomplishing the corporate objectives). 

Extending the analysis to the unique 
critical variables, clearly the formal 
planning system must be based on a 
sensitivity analysis of the operational 
characteristics of the organisation. It 
is not unusual for many firms to define 
such critical variables in the tradi¬ 
tional or accounting or financial terms, 
e g, profit to sales/inventory to sales/ 
cost to sales, etc, but such indices 
seem irrelevant in terms of the cri¬ 
teria for key variables. Perhaps the 
best working definition of 'unique^ is 
provided by the General Electric Com¬ 
pany management control framework* 
where it is defined as an area where 
‘‘Continued failure in this area will 


prevent the attainment of manage¬ 
ment's responsibility for advancing 
General Electric as a leader in a 
strong, competitive economy, even 
though results in all other key areas 
are good”. 

The GE model essentially defines these 
critical variables as: 

(1) Profitability 

(2) Market position 

(3) Productivity 

(4) Product leadership 

(5) Personnel development 

(6) Employee attitudes 

(7) Public responsibility, and 

(8) Balance between short-iange 
and long-range goals. 

However, it would be quite unrealis¬ 
tic to assume that the GE model is 
valid for all other organisations or, 
even it the General Electric model is 
valid, that the of these varia¬ 

bles is necessarily identical m all 
organisational situations. 

Anthony however^ takes an entirely 
diffen nt approach in defining what he 
calls ‘key variables’. In his opinion, 
these variables must be related to the 
economics of the business itself bas¬ 
ed on an understanding of how the 
business operates so that the informa¬ 
tion system could be designed to re¬ 
flect how internal actions and exter¬ 
nal forces have affected the progress 
of the Company towards its goals. He 
goes on to say^ 

”One way to isolate the key vari¬ 
ables IS to look at tile raison detre 
of the industry itself, and that of 
the specific firm within the industty. 
A useful question is: Why, in a 
free-enterprise economy, should this 
company be able to operate sit a 
profit? A hard-headed rethinking 
of this fundamental question should 
lead to a careful spelling-out of just 
what functions the company is per¬ 
forming that its customers are will¬ 
ing to pay for. Further thought 
should then be devoted to the ques¬ 
tion of what advantages this com¬ 
pany has over its competitors. 
Then, finally, it may be possible to 
pinpoint those activities that need 
to be done particularly well if the 
company is to continue to be, or 
to become successful. 

Another approach that may be use¬ 
ful is to examine the way in which 
decisions are made. What decisions 
does management regard as major 
ones? What are the factors that 
management i.s concerned about in 
making these decisions? And speci¬ 
fically, for many ^ypes of intangible, 
discretionary expenditures, what 
will be the source of revenue from 
which the company will recover this 
cost and earn a profit? Questions 
such as these should also eventually 
lead to the identification of those 
elements critical to the success of a 
company in a competitive environ¬ 
ment. 

This analytical task is difficult and 
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challenging^ but the rewards, in terms ' 
of a useful control system that 
really helpful to management ill 
achieving the corporate goals, are 
commensurate.” ^ 

There is little doubt that excellent 
system designing capabilities must be> 
evident in this area of sensitivity 
analysis, which by an examination of 
the technological/financial/economic/ 
organisational characteristics of the 
operations of the Company identifies 
those which are truly critical to the suc¬ 
cess of the operations of the company. 
Unfortunately, no set of rules can be 
prescribed for identification of such 
critical variables and such a sensitivity 
analysis must cover the entire spec¬ 
trum of the operations of the Orga¬ 
nisation m relation to all the functional 
aspects to delineate and identify the 
critical ones. While some of the varia¬ 
bles are common to an industry, it 
can be safely said that they have to 
be related to the characteristics of the 
organisation b<‘fore any determination 
can be made. While analysis of all re¬ 
levant data, both in relation to the 
uiganisation and the industry in which 
It operates helps, in the final analysis 
the ability to tune In to the 'opera¬ 
tional wave length* is most important. 
Clearly, a good job of determining the 
critical variables will help top manage¬ 
ment to monitor achievement of its 
mission by keeping the performance in 
relation to such variables in sharp 
focus. 

The third end-product, viz, the opti¬ 
mal organisational structure for 
achieving the organisational objectives 
would be possible only if the systems 
designer is able to identify the sub¬ 
tasks requiring managerial effort for 
accomplishing the organisation’s mis¬ 
sion. This would involve the breaking 
up of the objectives into specific sub- 
tasks and identification of those parts 
of the organisation which could be 
appropriately charged with responsibi¬ 
lity for accomplishing each sub-task 
and the authority required for that 
purpose. 

Proceeding on Robert Anthony’s con¬ 
ceptual framework of management 
planning and control systems and the 
operating infrastructure developed by 
Dearden and Vai>cil, it can be gene¬ 
ralised that the designing of formal 
planning systems, as distinct from 
strategic planning systems, is related 
to certain end-products by way of 
organisational structure. time-phased 
goals, and critical operational varia¬ 
bles, which in turn must be related 
to the purpose of such planning sys¬ 
tems and the tasks of top management 
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that would require to be accomplish¬ 
ed by such systems. An appropriate 
design matrix based on the Anthony 
model is shown in Table 2- 

To summarise, the designer of a 
management control system would re¬ 
quire to seque nce his tasks for build¬ 
ing up the supporting formal plan m 
the following order: 

(a) Identify the organisational goals 
and objectives, determined by 
the top management by their 
strategic planning, by consci¬ 
ously relating the organisational 
resources to internal and exter¬ 
nal environments. 

(b) Draw up a time-phased state¬ 
ment of such corporate goals 
and objectives keeping in view 
the resources available to the 
organisation at present (or likely 
to l>e available in future). 

(c) Determine the required resource 
for accomplishing the organisa¬ 
tional goals and objectives by 
developing an input-output rela¬ 
tionship for various facets of 
the otganisation’s activities. 

(d) Determine the unique critical 
vaiiable for the success of the 
organisation by a sensitivity 
analysis of the operations of the 
company and the industry in 
which it operates with special 
reference to its technological, 
economic and organisational 


characteristics and the ‘values* 
of the people in Che orgaaisation. 

If the formal planning system 
has been effectively designed, the end 
product in the short run would be 
a formal plan or a budget which 
would formalise the overall corporate 
objectives and goals over that period 
of one year m terms of sales, costs, 
maigins, overhead, profits, return on 
imestmeni, any or all of which could 
bo lurthei broken up in relation to the 
various pioducfs, operations and geo¬ 
graphic locations of the organisation’s 
activities, llie system would also lead 
to the development of long teim ‘ac¬ 
tion* plan (based on the Rossotti*’ clas¬ 
sification seeking to distinguish ‘action* 
planning from ‘strategic* planning) 
over a longer period—say five years 
—which would define, though in less 
sliaip terms, the possible ranges of 
sales and market share, costs, profits, 
cajiital expenditure, expected return 
on investment and the operational 
plans in terms of money, men and 
material which would be required over 
the time-span of the plan in order to 
achieve the pre-determined corjxiratc 
objectives. Once the formal plan has 
been designed, one can begin to de¬ 
velop a framework for an effective 
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* management reporting system for 
monitoring the organisational mission, 
again accepting the end-products of 
the formal plan as ‘givens* for the re¬ 
porting system. 

These issues in designing and im¬ 
plementing the reporting systems 
would be developed in two subsequent 
articles. 

Notes 
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Peridruttatide Budgeting in Corporate Sector 

U K Kohli 

Performance budgeting has been increasingly brought to bear on government operations. Although 
the entire effort so far has been to improve and rationalise the government budgeting system, some 
thinking has started of late as to how the technique can be used by public sector projects. 

Long-range planmng—a technique which uses some of the underlying concepts of performance bud¬ 
geting—has for long been used by companies. The transfer to use of performance budgeting may not, 
therefore, be too arduous. 

The three aspects of performance budgeting that need attention so as to make it applicable to the 
corporate sector are: structural—involving a suitable function-programme-activity classification; analy¬ 
tical—involving the identification of alternative programmes to achieve desired objectives; and informa¬ 
tional—so as to provide the basis for formulating a performance budget. 

If these three aspects are adequately covered, and once the long-range plan is also developed in 
relation to the wider macro situation, the introduction of performance budgeting will present little pro¬ 
blem. And such a budget document can serve as a valuable instrument for managerial control. 


WITH the acceptance of the Adnriiuis- 
lialive Reforms Commission's reconi- 
mcnilation* regarding the introduction 
ol Peiformaiiee Rudgeting both at the 
Centic and in tlie States, the stage has 
l)een set for a gradual change-over of 
the government budgeting system from 
the ennventional to Performance Bud' 
g('ling. Some of tlie Central ministries 
anil State governments have already 
made attempts to prepare performance 
budgets in selected are.*s. Almost the 
entile effort so far has been directed 
towaids ax>p)ying the pcrforaiance bud¬ 
geting technique! to iininove and ra¬ 
tionalise the government budgeting sys¬ 
tem. Of late, some thinking has startl'd 
as to hov\' this technique can be used 
by public sector piojects. The State 
T’lading Coipoiation has already 
lished its ‘reifonnancc Budget*, which, 
though deficient in many technical ways 
as a perfonnance budget, nevertheless 
represents the first attempt in tliis di¬ 
rection. 

TwOng befc)rc the dcvcloxxnient of con- 
eexHs used in Performance Budgeting, 
ProgiamiTK! Budgeting or Planning, 
Piogramming, and Budgeting, many 
companies in the US had been using 
the technique of 'Long Range Plann¬ 
ing’ which embodied some of the un¬ 
derlying concepts of Performance Bud¬ 
geting and of Piogramme Budgeting. 
For example, a survey conducted in 
1966 by the National Industrial Confe- 
rtnee Board, US, in 165 manufactining 
eompariies indicated^ that more than 
nine out of 10 had introduced the sys¬ 
tem of Long Range Planning, in one 
form or the otlier. In about one-third 
of the companies. Long Range Planning 
embraced virtually all facets of opera¬ 
tions, while in over half of them, it 
covered only a few spccific'd function.s 
like finance, marketing, research and 
development, capital additions, etc. 
Aimrt from developing long range plans. 


many cimipanies had set specific quan¬ 
titative mea.suies of performance vvluch 
V>ermitted coinpaiisori of actual per¬ 
formance With objectives, as sp<dled 
out qnanlitativcly in teims of these 
incMMjri’S- Iji India also some of the 
Ic'ading companies have been develop¬ 
ing long langc plans, si^tslling out the 
ohjeelives ov<t a long iwiod, the stia- 
tcgjcs to ai'hieve them, ami tlicir fin¬ 
ancial implication.s. For instance, Hin¬ 
dustan Lever worked out in the early 
fifties, a 15-\ear plan for developing 
various markets for their iiroduets. 

Before examining the applicability 
and utility' to the corpoiate sector ot 
some of ihcbc new concepts and techni- 
(]ucs such as i\'i forrnance Budgeting, 
PrograiTunt* Budgeting, etc, it would be 
nscfnl to luicHy discuss these tcclmi- 
qnes, tlicir obicctivcs, their underlying 
approach, and their details. The tenn 
Pcrfomiancc Budgeting was fiist used 
by the Hoovci Cominission** in the US 
in 1940, whi-n it recommended the ad¬ 
option of a budget based upon func¬ 
tions, activities, and projects. Peifomi- 
ance Budgeting was used by the US 
Depaitment of Dcftmce and some other 
agencies in the eaily fifties. As ap- 
plii'd at the time, it involved* (a) cast¬ 
ing budget calegoiies in functional 
tenns, i in terms of programmes and 
activities as opposcnl to objects of ex¬ 
penditure, and fb) providing work-cost 
mea.suiemcnts to facilitate the efficient 
peifoiniancc of prescribed activities, re¬ 
ducing as tar as possible, the work- 
cost data to discrete ineasuiablc units*. 
Slaterni'nts accompanying the budget 
thns gave a general picture of physical 
woik to be done by tlie organisation 
and the work-load was correlated with 
the financial outlays as imivided in the 
budget. Detailed work-load statistics 
were given and, W'here iw.ssible, tech¬ 
niques of scientific management and 
cost accounting w'cre applied to deve¬ 


lop w'oik and iirodactivity standards, 

Tlie term Progr.unme Budgeting was 
first coined by the task force of the 
Hoovi'i (lommis.sioii, but it was more or 
less used synonymously with perform¬ 
ance budgeting to desenbe the same 
tilings. Howf'vcr, the concept of Fro- 
graiinne Budgeting, as develoiied by 
Rand Cori:>oiafion'^ in the mid-fiftiCwS and 
installed in 1961 in the US Depart- 
nicut of Defence in the form of a 
Planning, iVogramining and Budgeting 
System, was soim whal dilTereiit — 
althougli it also used the .same think¬ 
ing on iirogramme/i^t-'tivity structure. 
Piogramme. Budgeting (or PPBS) as 
then introduced, was essentially a plan¬ 
ning oiienli'd technique. Its main goal 
was to iationali.se iioliey making by 
pioviding (a) data on tlie costs and be¬ 
nefits of altci native waxs of achieving 
jiroiio.scd objectives and (b) output 
measurement to farilitate the effective 
attainment of objectives selected out of 
the proposed ones. It involved con.si- 
di‘rablc analysis for identifying and se¬ 
lecting loiig'tcnn ob/ectivcs, dctcmiin- 
ing alternative progiamines to achieve 
tlicsc objectix'cs, undertaking cost- 
benefit analyses, making long-term in- 
veslinciit choices and stnicturing them 
into budgets after .speeifically indicating 
piogiamnios, activitic.s, etc. Thus, this 
technique iniorpoiated ideas Iroin 
econonn'e.s and from systems analysis, 
while PerJojTnaiicc Budgeting derived 
mneli of its technique, from cost ac¬ 
counting and scientific management. 

Lastly, T.ong Range Planning was 
used by US lompanies in various 
forms. Essentially, it involved the de¬ 
velopment of a long-tcim — usually 5 
years’ — plan for all or a few func¬ 
tional areas, indicating the tyi>es of 
programmes to be undertaken in these 
area-s. It therefore visualised the pre¬ 
paration of annual budgets in a longer 
and broader pcispcctive, providing for 
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Today at Mithapur, young tndia, conscious of the past, urged 
on by the present, confidently dreams of a glorious 
tomorrow. 

Their immediate dream is of a new complex—massive, self* 
sustaining, long>range and innovative—harnessing the sea, 
the sun and ultimately the atom to banish hunger from their 
land and to generate greater economic self*sufficiency, more 
and more independence. 

There is a beginning but there is no end to the work of 
bringing purposeful prosperity to the people of India. 
Harness the sea, the sun, the atom and from Okhamandal— 
the land of salt—fertility will flow to the entire country. 
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measures to evaluate perlurinance ami 
lor a regular audit. Long Range Plan¬ 
ning and Programme Budgeting had 
many common aspects — such as the 
inherent planning oiieiitalion, selection 
(d most desirable prugrainnies or poli¬ 
cies which could best achieve the oh- 
iectives of tin* oigiuiisutioii, etc. But 
it lacked both the correlation of fin¬ 
ancial and i)hvsical aspects and the 
analytical appjoaeh undwlyh»g pro- 
graimine budgc^ting or performancHi hud 
geting. 

JVilonuance Budgeting,** in the fonii 
it has heen recommended by thr; Ad- 
mir.istrative Reforms Commission and 
is sought to be applied in government 
operations, eneornpusses the essential 
dements of all the tecimiques dis¬ 
cussed above. First, it emphasises the 
id<mlifiLatJou of objectives and goals as 
well as the (level')jmient of a long- 
rang(’ plan. (This is greatly facilitated 
lie(.'ausc of the Fiv(‘-Y(’ar Plans and tlie 
lilanning system existent in Government 
operations). Secondly, it iiicorporate.s 
tlie programme-activity clas.sification 
stmctnre which facilitates tlie correla¬ 
tion ol financial and physical aspects, 
measmement of inputs and outputs. 
'I’heii, it involves detailed analysis of 
alt(’niativc programmes. Fourthly, it 
uses the technniiies of cost accounting 
and scientific management to develop 
cost, work and i^roductivity data, which 
enable Hk' ni(*asur(*inent of pcrfomi- 
anee. Finally, it combines an appiai- 
sal, icview and (wahiation systtmi which 
helps in cairying out i)eifonnance an 
(lit, reviewing objectives, leforinulating 
programmes and evaluating '■esults. In 
tin's form, pciformanee budgeting is an 
all-iiiclii.siv(‘ eoneepl, embodying pro¬ 
gramme loniiiilation and nmasiirerneiil 
of perloiinance in ^^ork for accom¬ 
plishment of programme ohjectivesi 
lh(i teiiii (an, thereloie, lie used syno¬ 
nymously with Programme Budgeting 
and Long Range Planning. 

The Pei form an ce Budgeting concept, 
as described above and us being i>re- 
scntly introdueed by tlie Central and 
State goveniments, is equally and 
rather more advantageously, applic¬ 
able to iht* corporate sector. It has 
gmerally been argued that the exist¬ 
ences of cost-accounting systems and 
pai titular standard costing, makes use 
of this techniriue redundant. On the 
other hand, the fact is that the exist- 
(iici* of such systems facilitates thi^ in¬ 
troduction ol Performance Budgeting 
and, at the .same time, increases the use- 
fulnt'ss ol the technique to the organi¬ 
sation for nieasuring and evaluating 
performance of various units. In addi¬ 


tion, the use of the technique helps th<' 

managi^nent in^thrw ways; 

(a) By i(^(jmiiiig the development of 
a long-term plan and per.spix*- 
ti\(‘. It makes the management 
forward-looking and enables 
them to sideet and lay down 
most Ijcneficial goals, jxjlioies 
and objectives. It thus also fa¬ 
cilitates iiitroiluctiou ol 'mana¬ 
gement bv objectives’ to inipiovi' 
re.snlts. 

(b) Through its emphasis on the 
analytical fraiiK'work, it enables 
exe<ntjvcs to identify and ap- 
l>r!iisc alternative piograinines 
and activitiis to he undertaken 
foi a(‘hi<’ving the desired ob- 
iectives. B>' analysing (osts ami 
Ix^nclitN, onl> such prograinim^s 
n('e(l to be selected as can con- 
trilmte the maximum to the ful- 
fihiK’nt ol organisational objec¬ 
tives, 

(c) Tt piovidcs a rational basis for 
allocating bmds to, and mea¬ 
suring pcilorinance of, such 
innctional departments as can¬ 
not genera 11> b«‘ covered by the 
usual costing sy.st(‘nis These; d('- 
])ai+ments. contiibuting to ‘over¬ 
heads’ (which are olten signi- 
ficantly high) in’csent a problem 
aiea lor measurhig tln^ir p(‘i- 
lonnaiK'e b\' the help of usual 
inanagenant technicjues. Such 
(k'liaitmcnts’ jncliide l^crsonml. 
Administration, Finance Re- 
seaicli and Design, (;tc. Per¬ 
formance Ihidgeting, through its 
<ictivit\, classification, and em¬ 
phasis on vN’oik load and cost 
data, seeks to measure the per- 
loimanee even m thes(‘ func¬ 
tional ar(‘as. 

In fact, Pciformanee Budgeting at¬ 
tempts to integrate the planning, bud¬ 
geting, costing, repoiting, and control 
systems ol the organisation. It can 
thus serve as an essential managerial 
to(d. For many activities involving ca¬ 
pital iuvestiiKMil Ol project woik, it also 
coinbiiK's the um* of tec'hni(iues like; 
PERT or GPM, thenLy enabling ma- 
nagenu'nt to taki* advantage of all such 
available mixlern techni<pi(^s as can 
help to impiovc performance, effici¬ 
ency and profitability. 

Pci haps the applicability of I’ei- 
fcjmiaiiccr Budgeting to the corporate 
sector (both public and private sector 
enlerpiisc's) will be more cic'arly esta¬ 
blished if its vaiious cdemenls aic dis¬ 
cussed with a view to examining Ikjw 
they could be introduced in the coipo- 
late sector. Porloimancc Budgeting has 
llirec css<*ntia] aspc'cts: 

(a) Structural 

(b) Analytical 

(c) Informutiunal 

I'he Structuia! aspects involve tlu; 
development of a suitable tunction- 
prograinmc-activity classification which 
could indicate tlie entire range of work 
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into meaninghil categories. A Tunc^^ 
tion’ is a major division of total ^ 

nised effoit ii*(juired to achieve ovcr$R , 
goals, purposes or objectivc^'s of the 
organisation. Olleii in an indusbfai or 
service* c’ntcrpris(', tlu* oiganisational 
structiue il.selt urns along functional 
lines. Foi example, pioduitioii, mar¬ 
keting, iXTsoniiel, finance*, e tc, more oi 
less indicate the funcUons recpiired fur 
achieving overall goals. A ‘programme’ 
is a st*gin(*nt of a function which has 
a major <*nd-objcctiv<*. Each functional 
urea may have om; or rnoic program¬ 
mes. Foi example, hi the personnel 
function, programmes may encompass 
i(*ciuitment and selection, training, 
IkmUIi improvement, housing, welfare, 
etc. ICach of these programmes ha.s an 
end-ohjec’tive like making available a 
givi n number of personnel with speci¬ 
fied skills, improving .skills, reducing 
absenh/eism, impioving morale, etc. 
While some ot these, end ohjcctives 
can be easily (jM.iiitified so as to eaiable 
iiu asurcin(*nts. otheis iirescnt problems. 
Neveithcless. an attempt has to be made 
to develojY such a classification as can 
lacjlitate, to the extent possible, a 
(juantification of the end-objective. 
I'lnallv, an ‘activitv’ i(*presents a h(xno- 
geneous j)ait or divisi(Xi of a programme, 
winch cannot be Iiroken into any fur¬ 
ther homogeneous t*l(’monls. In the 
above example, recinitmcnt and .selec¬ 
tion can bt* ie(luc('d into activities like 
sendirig advertisements, receiving and 
scuitinising applicaticuis, holding inter¬ 
views, and so on. Each ol the.se w'ork 
ite^iu's can he translated inlo appropriate 
work-load 1 actors, which can form tlu* 
basis for ineasiiimg pcrtoimancc as woll 
as for detennining rcMpiiicments of 
money' to nndeiiakc the activity. The 
Iiinction-piogiainnu’ cu fiv itv classifica¬ 
tion should also tak<" inlo account or¬ 
ganisational 1 esponsibihties and, t(J the 
extent jxissible, it should lun along the 
oi'janisational stinctno. This is more 
easily achieved in tlu; toiporato sectijr 
than m gov«*rninent.d operations. 

d'he AnaUtical asiiecls involve first 
tlu* identification of alternative pxo- 
giamnus to achieve tlu* desired ob¬ 
jectives, followed by a d(*tailed finan- 
lial and ( conomie aiiaKsis ol each al¬ 
ii inativc. This inchulcs d» tenninatiou 
of llic costs and beiu‘fit.s ol each alter¬ 
native. Tlu; ;malysis has to cover the 
entire (‘eonomic lile ol tlu* prcrgraninies, 
and the financial reejuirements have to 
he idenlilicd over a long-term period. 
The annual budgets will then form 
yeaily phasings ol the long-tenii fund.s 
statement, taking all the programmes 
logt*ther. Thus, the first type* of ana- 


M-19 



lysis is similar to that needed for any 
invesfrriRnt clecisi^m, In this case, it is 
neeclffi not on.y for capital Investment 
but also for all the major revenue ex- 
ptMJcJitun s to 1)0 incurred on variouN 
piograinnies. b’or example, taking wel¬ 
fare as a i)H)grLimme under the per- 
Aonnei function, alteinativo welfare 
schemes have to be analysed in terms 
of their costs and expected benefits or 
effeclivencs.s. Such an analysis hf‘lps to 
take decisions for stlcctiiig the opti¬ 
mum alteinalives. Sc'torully, llu; analy¬ 
tical aspects nl.itc to the tlelerinination 
of phvsK'al iactois. I’liis includes cri- 
tiiia or iiieaMiies to esliinate physical 
cflicicricy in l(’inis of productivity, 
w’t/rk-load, and other pcrfoimance in¬ 
dices. Ihen analysis is neetled to set 
taigc'ts, non ns and staiidaids in respect 
of ia('h i)^ilorn)ance measure or crite¬ 
rion. This vxill help to evaluate per¬ 
formance by Lotnpaiing actual results 
with taigets, standaJ ds, yardsticks, and 
[iast pt rfoimanee. TIu'se analyses are 
similar to wliat i.s noimalls' done in the 
mana^^'incnt eontiol jnocess. All that is 
iveded h(‘rc is to (oiielate these per- 
foniianee mdic<'s with lIk: financial pro¬ 
vision for <sieh activity and each i>ro- 
graiiime This vs ill Jadp in later em 
ploying the puformauce biidg(‘t as a 
tool for eontiol. 

F’inallv, th<' bifonnational aspects art 
needed so as tn jiiovide the basis foi 
formulation ol perfoiTuance budget, its 
implementation, eonfro] and ajipiaisal 
and, lastly, ('valuation. A stiorig data 
base is ni'eded fiir suppuiting the 
strncluial and analvlieal aspects of the 
perfojmanet' bndgi'ting. ("ousidt'rable 
data is need«*d to establish or leview 
objectives, to fonrnnbile and analyse 
alternaliv'c jirogianmu's, and to deve¬ 
lop woik-lond data and peifounancc in 
dice.s. Then, dining the budget execu¬ 
tion .stage, a scientific lepoiting and 
control system is needed to: 

(a) know bndgotaiy lags 

(b) dcteiinine physical achieve¬ 
ments and iverformancc lags 

(c) facilitate (luantitutive and qua¬ 
litative asse.ssnient 

(d) initiate corri'ctive action well in 
time 

(e) enable leahslie formulation ol 
bituie plaTis of action. 

So the nnpoitaiice of an integrated 
inaiiagenient information system is 
clear. The .sy.stem has to cater to va¬ 
rious levels and functions in the orga¬ 
nisation aud it has to be so designed 
as to have built-in cliaraclcristic.s of 
timeliness, relevance, accuracy, and 
conciseness of information, and this 
should be presented in an economic 
manner and in a meaningful form. The 
information has to be predictive, 1 e. 


anticipating future results, problem 
areas etc, and enabling management to 
lake corrective action in time. Finally, 
it should he exception oriented — ic, 
only such an^as are to V)C highlighted 
.IS i<‘pie.s(‘nl significant deviations from 
tile normal or targ(‘ted course of ac¬ 
tion. In the corpoialc sector, it is re¬ 
latively cdsii'i to develop such tm in- 
(onn.ition s> stem and, in many orgarii- 
s.ili<rtis, it alieady exists in one loin) 
oi another. All that may be neccssaiy 
I', to lurther impiuvi* and streamline .so 
as to make it seivc the informational 
neids ol the peifounancc budgeting 
sv’sterii. 

It all the thiee aspects of Perlorni- 
ance Budgeting, as discussed above, 
aie adeijuatily covered, the introduc¬ 
tion ol Peirormance Budgeting would 
present little problem. After the long- 
range plan is deve loped, the objectives 
and goals are identified, the desirecj 
lirogr.ulimes arc vselected, the fund le- 
(piiii'inents i;stiniated, and the physical 
factiiis worked out, the performance 
budget can be presented in the format 
shown below; 

Fojim vt i on PKnioiiMANCE Budget 

I Introductory — objectives, orga¬ 
nisation 

II Financial Refiuirernents 

(a) Fiogramme/activity classifi- 
lation 

(b) Object-vxise classification 

(c) Sources of financing 

III Explanation of Financial Reiiuire- 

ments 

(a) Name of activity 

Ri'Viscd Budget 

estimates islimales 
((‘Uirent (next 

vear) yeai) 

(b) Nature and purpose of activi¬ 
ty 

(e) l^bysical work, inputs and 
outxiuts 

—Work load factors, norm.s, 
>'ardslicks and standards 
—Trogiess during current 
year (actual vs target) 
-■-E.xpJatiation of vaiiations 
—Targets for next year 
—Requirements for inputs, in¬ 
cluding staff, materials, 
equipment. 

—Detailed work plans and 
schedule. 

The first part includes a brief nar- 
lation of the objectives and goals of the 
organisation in qualitative, and where 
possible, quantitative terms. For vari¬ 
ous units of the enterprise, a brief des¬ 
cription of their organisational structure 
may be useful. 

The second pait gives the financial 
budget — first in terms of functioiis» 
programmes and activities, and second¬ 


ly in terms of obiects of 
like salaries, travel, materials, utilities, 
etc. These items are rather com¬ 
mon in peifonnancc budgets either for 
governmental operations or for the cor- 
poratii siictor. However, the difference 
comes in the third item, viz, sources of 
finaiK'ing. In governmental operations, 
thi.s indicates the demands of grants as 
approved by the legislature. In the case 
of the corporate .sector, the source ol 
financing is the income from sales re¬ 
venue or other sources. This income 
should 1)0 .shown, and as the totals in 
il»^ns (a), (h) and (r), taken sejwrately, 
aie to be the same, the expected gross 
profits should be deducted from the to¬ 
tal income. Separate performance bud¬ 
gets should be prepared for capital and 
revenue accx)unts. The annual budgets 
.should be broken into qiiarteily or 
monthly segments to enable a continu^ 
OILS appraisal to be made. 

Tiu' thiid part, viz, the explanation 
of financial requiiemcnts attempts to 
roirolate the financial and physical as¬ 
pects. It is to be prepared activity- 
wise and it should give to the extent 
possible, w'ork-load factors, norms, 
standiuds, and targets. Besides indi¬ 
cating the previous year’s performance, 
it should give the next year’s targets,, 
leqiiirements for inputs, and detailed 
work plans and schedules. These have 
to he fir.^t worked out by using modem 
lechiiiipies like .scientific inventory ma- 
iiageuKut, PERT, work study, etc. 

Such a budget document can serve 
as an important instrument for mana¬ 
gerial control and perfonnance evalu¬ 
ation. By combining the use of other 
managemimt techniques, performance 
budgeting lielps to increase efficiency, 
and to improve performance and pro¬ 
fitability. It is not to be substituted 
lor other financial management techni- 
qne.s like profit planning, standard 
costing, etc, but to be used in conjunc¬ 
tion with them. Thus used, it provides 
another strong tool for managers, inte¬ 
grating planning, execution, ai^d con¬ 
trol. 
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Invi^iiieiit Planning lor Petroleum Industi^ 

Preliminary Results of an Optimising Exercise 


Ramesh K Bhatia 
Shiv K Khetan 


Demand for petroleum products is expected to increase sizcably by 1975. To meet this demand indi^ 
genously, significant investments in the petroleum industry have been planned and their locations have 
been settled. 

Some preliminary results of an optimising exercise for the industry indicate, however, that there are 
better alternatives open to the economy. The programming exercise, this article argues, needs to take 
into account three questions (a) hotv much crude should be refined at each of the locations and what 
should be the flow pattern of products from supply points to demand points; (b) should some products 
be nevertheless imported and, if yes, how much of each product through the various ports; (c) how 
should the limited technological flexibility in refining operations he used to make the yield pattern mora 
or less conform to the demand pattern. 

Tentative results ivhich have been obtained indicate that policy decisions that have been made may 
not yield the best possible j>attern of solutions and that there is a case, therefore, for obtaining more 
systematic findings before committing the new investment. 


IN 1968, denial id for petrol(‘iini pro^ 
tliic'ls in th(' coiintiy \^ as about 13 mil¬ 
lion tonij<\s. Willi tlio anticipated 
Kiowtb in agiiciiltiifp, industry and 
transpoit, that demand is expected to 
increase lt> 20 million tonnes by 1975. 
Ill Older to iru'Ot most of these de¬ 
mands indigenously, significant invest¬ 
ments in the petroleum industiy have 
been planned. The Madras refinery, 
with a rated eapaeily of 2.5 million 
tonnes a year, is already on stream. 
Plans lor 2.5 mijlion tonnes of capacity 
at Haldia have been finalised, while a 
million tonnes of additional crude is 
planned to bo processed at each of the 
thrc‘e locations — Caiihati, Barauni 
and Baroda. In addition, a new refi- 
nciy in noitli-wcst India has also been 
liroposed. Thus, overall refining capa¬ 
city in 1975 will be approximately 28 
million tonnes. The consideration behind 
the plan lor expansion .scem.s to be 
that this would approximate to the best 
way to meet the spatial d(‘mands for 
oil products. 

However, some preliminary results 
from an optimising cxeicisc for the in- 
dustiy indicate that there are better 
alternatives available to the economy. 
The approach of this programming 
exercise is outlined below. 

Given tl\e estimated demand for 
major pi'trolciini products at some 
selected demand points, the policy¬ 
maker may be interested in answers to 
the following questions: 

(a) How much of crude should lx:: 
refined at each ol the locations enn- 
lidered, and what should be the 
flow pattern of pniducts from supply 
locations to demand points? 

(b) Should .some of the products be 
imported in spite of a 'premium' on 
foreign c.xchange? If yes, how 


much of each product through each 

(() Flow' to ns(‘ the limited techno¬ 
logical il»‘\ibihty in refinery opera¬ 
tions, t,M< h that, the yield pattern 
luoie oi less /‘onforms to the demand 
pa I h Til y 

Some tentative rcsull.s relating to 
lhe.se hav«’ Ix i-n obtained. An optimum 
solution, which minimises the total cost 
of lefining iindo nt nine locations and 
trunspoiling ilw six major products to 
25 1 epic SI iilalive demand points, has 
bciCTi obtained for 1968. For 1975, 


two soliilion.s have been obtained, one 
where pn^duct Imports are permitted, 
the other when they are not. Two 
specific qiic.stions tx)nsidered are: (i) 
what should be the pattern of meeting 
demand for oil products in 1975; and 
(ii) what is the ecxmornics of establish* 
ing a lofineiy in north-west India. 

Co.SJ CoMr.\MSONS 

Cc^mpaiisons of costs, refining capa¬ 
cities, and crude impoits, are given In 
Table 1. For 1075, to meet the total 


7'AnLr 1 : Rf.silt.s or Optimum Solutions for 1968 and 1975 



1968 

With Product 
Imports 

1975 

Alternative 1 
Without 
Product 
Imports 

1975 

Alternative II 
With Product 
Imports 

Demand for major petro¬ 
leum products (mn tonnes) 

12.294 

19 414 

19.414 

Quantum of crude to be re¬ 
fined (mn tonnes) 

15 8‘)3 

25 885 

21.485 

Crude imports (mn tonnes) 

7.665 

14 655 

10 255 

Product imports 
(mn tonnes) 


_ 

1.769 

Aggregiite costs (Rs crorcs) 

160 02 

253 54 

234.09 

Foreign Exchange costs of 
crude & product imports 
<Ks crorcs) 

72 82 

138.75 

129.56 

Unit cost (Rs per tonne) 

130 2 

130 6 

120.6 


Nofry: (1) In m-nor petroleum products arc included: motor gasoline, naptha, 
kerosene, high speed diesel oil, light diesel oil, and fuel oil. Data iis<^ on 
demand are given in Table 5. 

(2) Po^t^\isc imports of each product are given in Table 2. 

(3) Locationwise refining eapacity required is given in Table 3. 

(4) Aggregate costs include the sum total of costs of crude, rchning the crude, 
transporting the products from rcfincries/ports to demand points. 

(5) For the solution for 1968, port capacit:f constraints were binding. Datg 
on port capacities for handling tankers are from Ministry of Transport^ 
and Shipping. 

(6) .\veragc CIF price of imported crude is taken as Rs 95 per tonne. 

(7) Unit cost, the average per tonne cost of meeting demand for oil products* 
is estimated by dividing aggregate cost.s by aggregate demand. 
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Tahlk 2 : Product Imports in Optimum Soluiion roR 1975 

(million tonnes) 





Pioducts 



T<)t.il 

Port 

Motor Kerosene 
Cl a sol me 
and Naph¬ 
tha 

High 

Speed 

Diesel 

Oil 

Light 

Diesel 

Oil 

Puel 

Oil 

Bombay 


0.13 

.2^5 

007 

339 

.634 

Viisag 


.230 

.417 

030 


.677 

Cochin 



.155 



.1.55 

Mafiras 



218 



.218 

Calcutta 

- 





-- 

Kandia 




085 


.085 

Total 


0 263 

1 045 

0 122 

0.339 

1.749 

Average C f f Pne 

e 






(Rs/Umne) 


240 

195 

175 

100 


Total value of im- 







porl.s (Rs crores) 


6 3f 

20 28 

2 14 

3.39 

32 12 


Table 3 : 


r:\ISriNCj/PLANNTD RfhniNG CAPACITY AND RESULTS OF OPTIMUM 
Sdiuiion tor Caoi Iocation 


(million tonnes) 


Fxisung/ Resun." of 0^>limum Solution 

PlanncJ 

1968 1975 1975 

Without Without With 

Pioc'uct ProvIucT ProiJuct 

Imports finpoits Imports 


Bombay* 

6 7C 

5 928 

6 757 

4 101 

Baroda 

1.00 

1 582 

6.557 

6 558 

Gauhati 

0 75 

0 586 

2 97f 

1.878 

Digboi 

0 45 

1 .228 


i iy>5 

Barauni 

3 00 

2. 105 

2.290 

f .904 

Vi/ag 

1 5C 

1 667 

2 075 

0.600 

C-alcutta** (Halciia) 


1 .342 

1 .829 

1 859 

Cochin 

2 50 

1.388 

2 154 

1 502 

Madras 

2.50 

0 901 

2 555 

3.085 

Total 

20 40 

16.727 

27.188 

22 582 


• At Bombay, Burmah Shell has a capacity of 4.0 million tonnes and Ksso ha.s 
a capacity of 2.7 million tonnes. 

** Planned capacity at Haldia is taken as ‘not yet committcii’. 


demand of 19.4 niillioii tonnes of major 
oil prothicts, two choice's are open to 
the econuinv. The first alternative is 
'without pioduct imports', and it en¬ 
visages setting up refining capacity to 
pioeess 25 885 million tonnes of emek* 
annually and costs Bs 253.5 crores to 
the eennomy. The .steontl altcinativ*', 
‘with pioduct imports’, costs Bs 19.4 
eioies less than the fiisl alternative hut 
lecpiius impoil of 1.7f)9 million tonnes 
r)l pHuIiicts along with a refining capa- 
i’it\- to jiroe<'ss 21.485 million tonrv?s of 
mide a Near. 'rhougli the second 
alternative .seems mure elficienl, a fur- 
tht ‘1 comparison ol foreign exchange 
c'osls involved is necr'ssaiv in view of 
till' fact that foimgn exchange may 
coTitiime to hav(^ a 'preiTiimn' in the 
( conomy. 

The fiist alternative indicate.s no 
loieign exchange cost on account of 
piodnel imports hut nevcithelcss in- 
voivTs an r-vtia cost in importing 4.4 
million toniK's ol crude. 'I'he additional 
annual lou ign exchange costs of the 
first alternativ(‘ aie: Bs 41.3 croies for 
additional crude inipoits plus Bs 2.2 
Cl fires .IS foieigii e.xchangf' component of 
refining costs of the e.vtra ciiide minus 
Bs 10.0 ernies (appio-ximately) as export 
eaniings liom additional surpluses. 
Tbt‘s<‘ (osts — Bs 33.5 crores — are 
almost equal to the additional foreign 
exchangt* cost of Bs 32.1 crcires foi 
importing pioducts in the second alter¬ 
native. 'rims, the second alternative, 
envisaging product inuiorts, does not 
involve more foreign e.xchange than 


Tabli 4 : Rxnking of Dimand Points on Basis of Df.livf.red Costs 


Mogas plus Kerosene 

Naphtha 

A) / 96 «.V: Without Product Imports 


High Speed 
Diesel Ol! 


Light Diesel 
Oil 


Fuel Oil 


Delhi 

66 1 

Delhi 99.0 

Delhi 

Agra 

56 3 

Kanpur 96 0 

Madras 

Vi/ag 

46.3 

Agra 88.0 

Gondal 

Nagpur 

4 68 

Goiakhpur 86.0 

Agra 

Goa 

45 0 

Bangalore 81.0 

Bangalore 

B) 1975 

: With Product Imports 


Cuttack 

99.3 

Gorakhpui290 3 

Delhi 

Cochin 

94.9 

Goa 275 4 

Agra 

Vizag 

92 7 

Patna 274.7 

Nagpur 

Coimba¬ 

tore 

86 5 

Raipui 269 9 

Goa 

Banga¬ 

lore 

78 3 

Cuttack 266 4 

Itarsi 


134.0 

Gondal 

463.0 

Gondal 

338.9 

128.0 

Goa 

455.0 

Baroda 

312.2 

128 0 

Bangalore 

445.0 

Bombay 

299.8 

124.0 

Baroda 

436.0 

Indore 

228.2 

117.0 

Salem 

429.0 

Kota 

28^ 0 

257.4 

Secundera 

bad 

- 225.2 

Delhi 

116.3 

247.0 

Nagpur 

225 0 

Kota ^ 

110.6 

238.9 

Gondal 

224 3 

Gondal 

106.4 

233.7 

Goa 

222.1 

Agra 

105.9 

233.4 

Kota 

217.2 

Indore 

104.2 


Note. Figures given are the delivered costs or the shadow prices with regard to each demand point for each product (Rs per 
tonne of each product). 
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Table 5 : Demand Data tor Major 
Petroleum PRoDuciii 


(’000 tonnes) 


Major Petroleum 
Products 

1968 

1975 

Motor gasoline and 
naphtha 

1265 2 

2618.2* 

Kerosene 

2810 0 

4624.9 

High speed diescJ 
oil 

3125 8 

5382 6 

Light diesel oil 

991 5 

ni7 1 

Fuel oil 

4102.9 

.5471 2 

Total 

12295 4 

19414 0 


• This includes the requirements 
for the petrochemical complex 
at Barodii and the estimated 
naphtha requirements of ferti¬ 
liser plants at koti, Gorakhpur, 
Vi/ag, Baroda, Trombay, Kon- 
pur, Durgapui, Alwjyc, Cochin, 
Madras, Rnnore am! Kourkela. 

Source : EMimates arc bascii on the 
ill tide by Ashok V Desai and 
R K Bhatiu in Kcononuc ami 
Politicul Weekl\\ November 30, 
1%8. 

ihi- fiisl and even saves Hs 19.4 croics 
()1 U’finnig and tianspoitation costs. 

AnojiioNs lo CAPvtrn 

1 h(i aggicgatc capacjl>’ siiggt\sU*d in 
tile s(*tond alternative lor 1975 is about 
2.0 million muic tliaii the existing and 
planned cupaeit> ol 20.4 inilhoii hjnnes 
e.xeliiding Haldia. Begionwise details 
ot the optimum caiiaeity as well as ot 
existing/plaiincd capacity', aic given in 
Table 3. Alternative Ivno for 1975 
.suggests about 10.6 million tonnes capa¬ 
city in the Bombay-Baioda region, as 
against the estahlished/plannc’d cai^a- 
city of bet\ve(*n 9.7 and 10.7 million 
tonnes. 

The optimum solution rccoinimcnds a 
capacity of 3 million tonnes in the As¬ 
sam zones, as again.st the c*xisting 1.50 
million toniK's. Thi.s, however, is 
coupled with tfic rec<miin<?ndatiuii of 
1.9 million tonnes capacity at Barauni, 
against the 3.0 million tonnes ot capa¬ 
city planned. Neveithch'ss, the result 
.slmws that, only a ma.vimum ot 5 mil¬ 
lion tonne.s capacity in thi! Assain- 
Barauni region ought to In^ permit¬ 
ted. The optimisation exercise sug¬ 
gests about 2.5 million tonnes capacity 
at Gauhati only if Barauni iv not ex¬ 
panded to 3 million tonnes. Jf 
Baranni's expansion is already finalis<‘d, 
Ganhati’.s capacity should hot lx? ex- 
X>anded beyond 1.5 million tonnes. 


For Vi/ag, lfu‘ uplinium suggests a 
eapacit) of 0.6 million tonnes, against 
the existing 1.25 million tonnes. It also 
suggests a c<ipa( ity of 1.86 million 
tonnes in JIalditi (Calcutta) Kigion. 
Taken togetliei, only about 1 million 
tonnes ol additional capacity may be 
justificil in this n*gion. 

For the Cocbm-Miidras region, the re¬ 
commendation is for 1 million tonnes 
less than the exi.sting at Cochin. For 
Madias, it rMomniends 3 million tonm's, 
Foi the j<‘gion as a \\hol(\ with the 
Cochin lefinm ah cads at 2.5 million 
toniH s, an upper limit of about 2.5 mil¬ 
lion tonnes foi Madras is sngg(‘st<;d. 

lii;y-i\Mu i\ iHF. Nohtii-Wi:st 

As the abov(" anaK'sjs on additions to 
capacity suggests, the only plans that 
could be jiislificd are: (i) a million- 
tonne capac'itv at Ifalclia instead of flic 
2.-3 million tonnes proposed, (li) expan¬ 
sion ()\ (kuihati lefineiy^ by a million 
tonnes and (in) e.xpaiision of the Baioda 
i(Tuier> b\ 3 million tomicxs only il CAist- 
mg capacity at Bombas can be ieduced 
b\ 2 7 million tonnes. .Since the Sh<'ll 
and FSSO lefineiies ai<‘ lik< Iv to ojieiate 
at tlieii piesent capacities, the situation 
would i<ajniu‘ tianspoit»ng crude bom 
the Baiod.i leguni to Bomliay. lienee, 
BaKula would hav(‘ lo opiTatc^ al less 
than optmiiiin level. In any event the 
existing snji])lv position in tin Bombav- 
Baioda legion floes not jiislily a nt'w 
oil lefiiieiv 111 noith-west India until 


the pioved leservi's of west Rajustbah f' 
yielfl about a million tonnes or mot^ ' 
of crude animally. 

Cj()mj)arisons of shadow’ piices couldt ^ 
Ix' uselnl. The economics of an oil 
refineiy in lujrth-w'est may also be ana** 
Ixsed by compaiiug the delivered coats 
of a maiginal tonne of (‘ach product at 
some demand points. The optimising 
Lineal rrogiammiiig solution gives 
values lor ‘dnar variables relating to 
(onstraints loi .ill the demand points 
lor (\ieh prodiief. Each one of these 
'shadow! pn'ei’s’ can be taken as the cost 
to tli(' eciinomy of supplying a tonne 
ol that pioduet to the relevant demand 
point. If the Vsh.iflow price' or the 

delivered co.sl for kerosene at D(;lhi is 
given as Rs 99 and that at Bangalore 
Bs 81, the indication is that it W'ould 
.save more t(j loeab* additional supply 
al Delhi than at Bangalore. Table 4 
lanks the fiist five dr inand }>oints for 
(Mill luoduet on the basis of delivered 
eosls. Sneh ranking is given for tW'O 
oi^tniinin .soliifions; (i) 1968 (without 

pjoduet mqioits): and (ii) 1975 (with 
pioduet imports). 

As IS (deal liom jxnt A ot I'able 4, 
D(Hu has the liighe.st shadow' price for 
thiee luodiwls: motor gasolenes, keru- 
sems and liS130. Another demand 
point in the uoiLli-v\« st, at Agra, i.s also 
OIK' of th(* fiist five for these products, 
fbir IJX) and fuel oil, the delivered 
costs for local ions othei than tlmse in 
th<‘ nolth-^vest, aie high, Fait B, relat- 


Table 6 : Pri^idikt Impori 

PrK'Ls 

AND Port 

Capaciiy 


Port 

Bombay 


Cochin 

Madras 

Calcutta 

KanOIa 

Import Prices: fRs/ionne) 






Motor gasoline 

214 42 

218 20 

211 11 

222 89 

248 IS 

215 07 

Kerosene 

2.30 43 

241 81 

224 II 

2 43 43 

210 39 

225 49 

HSDO 

188 64 

196 04 

18S 14 

202 87 

204 42 

189.25 

LDO 

177 17 

164 76 

176 97 

1 )I 16 

191 27 

178 08 

Fuel oil 

lOI 98 

JIO 96 

102 41 

116 15 

113 92 

103 18 

Port Capacity in 
(million tonnes/ 

1968 






year) 

9 400 

2.275 

2 748 

0.856 

1 325 

0.855 


Notes: 1 Import prices in Rs per kilolitre for iirst four pro:iucis have been converted 
to Rk per tonne by using appropiiate conversion factor^. 

2 Source for import prices is Appendix fV, Statements 5, 6, 7, 10, 11 of the 
Estimates Committee’s Fiftieth Report (Fourth Lok Sabha), April 1968. 

3 Port capacity is a.ssumcd to be equal to the iraflic in mineral oils handled 
at the port in the latest year (1967 or 1968). Source is ‘Survey of Overseas 
Transport and Freight Structure': Operations Research Group, Baroda; 
Volume HI, March 1969. 

4 Port capacity required for 1975 can be planned and realised in the hve-ycar 
period. ^ thi.s does not act as constraint for the optimising solution. 
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Table 7 : Remninu Costs, CKoor* Tmtort and Transport Costs 


(Rs per tonne) 


Refinery 



Bcimbay 

V'l/ag 

G.iiiliati 

Digboi 

Cochin 

Mat Iras 

Calcutta 

Barauni 

Baroda 

Refining costs* 

21 28 

20.36 

28 53 

20.00 

21 50 

21.50 

21.50 

42 70 

31.66 

Crude import costs 
(GIF prices at nearest poi t 

Plus transport costs to rcfiuco)** 

98 18 

94 00 

172 32 

205.09 

86 21 

86.21 

94 00 

112 68 

117.08 

Crude transport costs t 

From Digboi 

IJ? 17 

98.10 

9 20 

0.00 

188 61 

1.54 52 

55 24 

26 56 

130 57 

From Anklcshwar 

23.52 

92.73 

139 12 

172.91 

142 90 

131.08 

123.76 

104.01 

6 00 


Nott.\s : * The arc refining costs incliuling interest for the latest year obtained fioin the Ei^tiniatcs Committee's Tifticth Report, 
Foiiith Lok. Sabha, pp 97-98. TJic co^ts for M idras and Haldia (Calcutta) have been assumed to be equal to those 
of Cochin relmery. 


♦♦ Crude C t F prices arc calculated at S 1.26 per batrel, plus Freight Insurance and Ocean Loss charges, 
t Cruile transportation from Digboi to Baraum is assumed through pipeline. After Baraiini, transporiution is assumed 

b> railway tankers. 


ing to 1975 si lows that Dolhi manage.s 
to laiik highest only in one of the.se 
three products, HSDO. None of the 
three, demand points in north-west 
India — Delhi, Agra, Kiita — are in 
th() fiist lour lanks tor three products 
(Mogas, Kerosene and LDO). How¬ 
ever, these thr(‘e points aic in the first 
five in the case ol fuel oil, though the 
luiinerical differtMices arc not very 
significant. 

Thn.s tlx* demaiul-supply pattern of 
1968 may justify additions to capacity 
in the n<xth-\v« sl, hut the lesiilts for 
1975 do not recommend strongly a 
new refinery in the noith-west until 
crude availability from the llajaslhan 
fields is significant. 

Mlihodology and Data 

Foi optimising i e, lor ininimi-sing, 
tlie total costs ot meeting spatial de¬ 
mands for all the products a Linear Pro¬ 
gramming formulation has hi'eri used. 
Various activities considered arc: pro¬ 
duct imports, crude-processing, pio- 
diict transport, product exports, crude 
imports and crude transportation from 
indigenous sources. With 5 major pe- 
tioleum products, 6 ports, nine refinery 
locations, 25 tleinand points, and 2 in¬ 
digenous soiircH's of crude, the total 
ninnher of activities considered is 
about 1,900. 'rhe level at which each 
of these aetivities should operahi is de¬ 
termined liy minimising the sum of 
costs subject to the following con¬ 
straints (numbering 190): product re¬ 
quirements, refinery product balanc<‘s, 
crude demand and supply balances, in¬ 
digenous crude availability and port 
capacities. Solutions have been obtain¬ 
ed by using the LP code of IBM-1020 
II computer.' 

'rhe main parameters of tlie model 


aiL*: l^cniauil « stiiiiatcs; unit cost esti¬ 
mates lor eaefi ol the activities, and es- 
liin,it(‘s of available indigenous enirlc 
and port capacities. 

Demand data ioi inajoi pioducls foi 
19(j8 liave liten amved at by suitably 
aggregating data ioi 02 oil depots avail¬ 
able with the Indian Institute of Petro- 
IcMiin Pjojeetions Jor 1975 have been 
made Iiy A V Desai and R K Bhatia 
in an aiticli* m Etonojiiic and Politiail 
W'Lidhjr These All-India estimates 
l\avc been disaggiegated <jn the basis 
ol the 1968 data. Data on demand cs- 
tiinab s used arc* presented in Table 5. 

Piofhiet and c*iudc; impoit cx:)sts aie 
the (ilF piiees plu.s cost of traiisporta- 
tioii I rum the [xnt to the demand point 
or the u fillet V luualion. Tables 6 and 
7 givti the pliers iis< (I in the Exeicise. 
I'ranspcjit cost per tonne is assumed not 
to var>’ the; cpianlity moved. The 

v'.ay unit costs vai> with the distanec 
has I teen loukc^d into carefully. The 
Joint Tc’chnical Ciroup for Transixirl 
rianning of the Planning Commission 
has made estimate's of ‘economic cost 
oi transport’ of petioleum products by 
rail in two of tfic?iv studies.^ Trans- 
poit cost functions, estimated from the 
data given in thi; first study, have bc^en 
applied to the matrix of railway dis¬ 
tances between various supply and dc- 
mancl points. For some selected jToints, 
piocluct and crude transportation is as¬ 
sumed to bc^ by pipelines. Availabili¬ 
ty ol crude is based on “Indian Petro¬ 
leum Handbook, liXI7-68’’, Fiftieth Re¬ 
port of the Estimates (Committee, and 
the Annual Reports of the Ministry of 
Pc'tioleum and Chemicals. Port capaci¬ 
ty tor 1968 is based on the Report of 
the Operations Research Group, Baroda, 
and the Ports and Shipping Statistics of 
Ministry of Transport and Shipping. 


rfie piodiiet pattern of each of llie re¬ 
fill 111 ^ IS based on 1968 i)ioportions. 

(aiNia I'SIONS A NO LlMITA'lIONS CJT' 

Result.s 

Two tentative conclusions can be 
lesUited; (a) In 1975, the Ih'sL alterna¬ 
tive IS to import 1.77 million tonnes of 
pioclucts and i^roce.ss 21.18 million ton¬ 
nes ol ciudc ill the ri'finerics. This 
would imply marginal additions to ex¬ 
isting capac ity; (b) The case lor a new 
oTineiy in the noith-wc’st is very \veak 
until Rajasthan’s icseives > i(*ld a mil¬ 
lion tonnes or more of crude annually. 
Sensitivity of these results should he 
analyst'd with respect to diffcTcmt co- 
(dficients of yield patlein and various 
sc'ls of demand piojectioiis. This is 
enrrently !3eing undertaken. However, 
until these results are shown to be in¬ 
accurate, or applicable only under a 
restiietive set of assumptions, any poli¬ 
cy ilccision which ignores the results 
c annot he termed sound on the basis of 
economic analysis. 

Notes 

1 Tlw' details about the* mathcinuti- 
tal formulation of the model could 
be obtainc'd by writing to the au¬ 
thors c/o Institute of Economic 
Ciowth, Delhi-7. 

2 ‘jMMtilisers and Hydrocarbons:^ Re¬ 
alistic Projections uptu 1980’, by 
Ashok V Desai and Ramesh K 
Bhatia in EcorwttUc •and Political 
Weekly^ November 30, 1968. 

.3 Two studies arc; (i) ‘Transport 
Cost Studies: Rail and Road 
I’ransport; JTG lor Transport 
Planning’, November 1907, pp 82- 
35; 122-124; (ii) ‘Commodity 

Tiiuisport Studie.s: Petroleum 

Products — Part 1’, JTG for 
Transport Planning, Planning Com¬ 
mission, September 1906, pp 90- 
115. 
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lii<iliai$lrial Waste and Quality of Environment 

A Problem for Management 


Stidhir Deshpande 

While the technical aspects of pollmion of the human environment by industrial wastes have re^ 
reived considerable attention, the management angle of it has not been considered in sufficient depth. 

An attempt is made in this article to explore what is involved in the conserving of the environ¬ 
ment, and to suggest measures for assessing, managing, and controlling the ivastes that lead to the 
environment's deterioration. 

It is argued that, if the pollution problem is to he forestalled or at least controlled, waste manage¬ 
ment will have to be incorporated into the project planning stage. To do this effectively, engineers of all 
specialisations will have to be trained from the start to view the problem in its entirety and not merely 
from within the narrow confines of their particular field. 


IN August 1970, a Seminar on Pollu¬ 
tion and Human Environmont was held 
at the Bhahha Atomic Research Centre, 
Trombay. A large number of papers 
wcie read, dealing with specific tech¬ 
nical issues and some case studies. In 
this aiticle a r<‘vic'vv' ol the subject is 
attcmptetl, with particular reference to 
the waste maiuigcment angle which 
was not highlighted at the BARG 
Seminar. The aim is to explore the 
problem ol consei-vmg the t'nvironuicnt 
and to iDut loiward some ideas for 
‘managing' the ‘wastes' that are respon¬ 
sible for the environment's deteriora¬ 
tion. 

Society IS partly dependent on man's 
ability to v\ork fundamental changes in 
the natinal environment. These changes 
iiicliule large-scale dealing of forested 
land and ploughing ol waste lands, sub¬ 
stantial (hanges in natural diainage 
systems, and eonvr^rsion of rural land¬ 
scapes into compact urban places essen¬ 
tial for many industrial and commer¬ 
cial processes. But these changes 
which aie being In ought about in the 
environment are also causing a dissatis¬ 
faction that the individual finds very 
hard to cope wdth. It may well be <^ur 
lot to suffer a deterioration in the “cjiia- 
Jit>' of the environment” — a phrase 
W'hich, though it suffers from the lack 
of accurate definition, still evokes a 
definite response and understanding m 
the minds of many who hear and use 
it. 

The environmental problem centres 
around (a) water pollution and (b) air 
pollution, and is associated with deve¬ 
lopments in urban activities and relat¬ 
ing to urban space, with the develop¬ 
ment of the rural and of ‘wild* areas, 
and with the intentional introduction 
into the environment of chemical sub¬ 
stances such as pesticides, insecticides, 
chemicals, etc, together with the dis¬ 
posal of solid wastes. 

While it is difficult within one article 
to extend die discussion to all the 


al:)ovc subjects, an attempt will be 
made here to examine soffne of the 
asp(‘ct.s ]u<mtioned and to point out 
theii intcr-d<‘pcndence. Some rneas- 
nrt's will also be proposed to assess, 
TUiinagc, and control the situation. 

Smc<‘ Independence in 1947, the qua¬ 
lity of tln' t^nvironment has in some 
lespects impiovcd. Facilities such as 
dunking water, tieated waiter, and 
sewage trt'alinent and dis]X)sal, have 
bed'll introduced in many urban cen¬ 
tres. Similarly, public health — at 
lea.st as lar as infectious di.sea.st*s aie 
concerned — has been vastly improved. 
A gentaal awareness has also been 
cieatcd in teims of hsgicne, cleanliness', 
and cleaner surroundings. What then 
aie our problems today? 

The fact is that we are still looking 
foi syste-inatic waxs in which the exter¬ 
nal efletTs of inauv inatcTial activities 
t an be evaluated and enlightened deri¬ 
sions can be made. Meanwhile, the 
processes affecting thi; quality of the 
physical environment have Ix^come in- 
cicasiTigly subtle — compare, for in¬ 
stance, the earlier problem of an urban 
centre having open drainage with, say, 
the problem eoniioiiting us today 
invisible and peisistent organic chemi¬ 
cals pre.sent in solution in our rivers. 

Indeed, it i.s the complexity, giowing 
demands, and increasing geographic-al 
.scope of the problems, together with 
the diffuseness of the costs imposed, 
that cast doubt on the adetjuacy of 
the present institutional arrangements to 
deal with these problems. To appre¬ 
ciate the nature and extent of the pro¬ 
blem, it is essential to have an undei- 
standing in general terms of fh<? tech¬ 
nical aspects involved. For this reason, 
some of the individual factors affecting 
the environment are first examined 
below. 

W(it€r Pollution :— Water pollutants 
may be classified as degradable or non- 
degradable according to their behaviour 
when they arc discharged into a stream. 


'rh(‘ unjst widespread and best-known 
degiadabli pollutant is domestic sew¬ 
age. Rut in the aggregate, industry 
produLfs greater amounts* of organic 
waste — and nearly all of it being 
generated by the food, cht^iicals, and 
pulp and xiaixT industries. Some in- 
dustiial plants are fantastic producers 
of oiganie pollnHon. A single pulp 
mill, foi example, can produce wastes 
exjuivalent to the s<*vx*iige flow of a 
largo cit\' 

When an effluent, Ixjaring a sub¬ 
stantial load of organic wastes, is ex- 
l»elled into an othei-wise clc.in stream, 
a process known as Aerobic Degrada¬ 
tion biggins immediately. Stream biota, 
mainly baeti^ria, feed cm the wastes and 
break tbimi dowm into their inorganic 
components (nitrogt^i, Iihosplioiu.s and 
eaibori) which ai(‘ the basic plant 
nutrients. In llie breaking down of the 
oigame mateiial — a proc<'ss which is 
somewhat decejitively known as ‘.stre.am 
self-piuification' — some of the oxygen 
wliieh is ili.ssolved in any clean water 
IS (xmsmned. But tins* depletion tends 
to be offset ])v i I’-oxv genation which 
necuis ilunugh the air-water interface 
as a eous(‘queni’e of Iihoto-.synthosis by 
the plants in the water. If the waste 
lead is nut too hea\'v. dis'solved oxygen 
m till' .stream will liist drop to a limited 
extent -- s.iy to 4 to 5 parts per mil¬ 
lion lium a saturation level of perhaps 
H to 10 ORM, tlepending iiixm tempe- 
latnre and will then rise again, 
this pioiess can be. described by a 
characteristically shaped curve or func¬ 
tion known as ‘Oxygim Sag*. If the orga¬ 
nic waste in a siieam l»ecomes great 
enough, the inocess of degradati-^n may 
exhaust dissolved oxygen. In such 
cases, dcgiadation is still carried fot- 
ward, but takes place anaerobically, 
i e, through action of bacteria, which 
do not use free oxygen, but organically 
or inorganically bound oxygen — a 
c-oinmon source of W'hich are nitrates and 
sulphates — and gaseotis by-products 
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result, jiiaiiily nit. hurie and hydrogen 
sulphide. These waters emit foul 
odours, look hlaek, and arc at'stheli- 
cally altogether offensive. 

High lernpeiafures aceeleiate dcgrada- 
dation. Thus the waste load which would 
not induce low levels of dissolved oxy¬ 
gen at any temi^-iature, may do so if 
the tnnperatiire of the water nses. In 
such circumstances, heal may ])v con¬ 
sidered a pollutant. Huge amounts of 
heat are put into strednis hy the cool¬ 
ing water effiuents of iudustiy. Electric 
P'jvicr stations, whose output is incrt‘as- 
iug rapidly, pose a sjK'eidl problem 
since they use huge <[uaiUities of water. 

The magnitude of our piesent and 
future W'atcr pollution jirohlem is hardly 
available iii the fonn of BOD (bioche¬ 
mical oxygen demand) in terms of the 
population ciiuivalent (i e, oxygen-de¬ 
manding effeels of the uiilre.ited orga¬ 
nic w’asl{*s ()l pi'rsons). Similarly, 
figiues on BOJI from indusliy aie also 
hjud to euine liy. Moreover, veiy 
little data is axailahh' on load projec¬ 
tions into the future. Dependable in- 
lonnatioii on these linixs w’ould help to 
assess the adequacy of the present in¬ 
stitutional machinery, W'ould give an 
idea of the capacity required in tenns 
of treatment faeility (in terms of en¬ 
gineering), and would enlighten eco¬ 
nomic and social planncis on the prob¬ 
lem as a whole. What happens to 
BOD in tlic' yeaus to come, will depend 
largely on the infoimatioii regarding 
the pre.sent ptillution level of oiir water 
courses and on the eUent to which 
wastes are treated before (bey enter 
streams. 

BOD serves as an indicator of the 
acutene's.s’ of the pollution problem as 
far as degradable pollutants are con¬ 
cerned. But there arc some pcdlutants 
that are non-degradable. These are not 
attacked by stream biota, and they 
undergo very little change once they 
get into the stri'ani. This category 
includes inorganic substances such as 
ordinary salt and salts of numerous 
heavx metals. It present in large quan¬ 
tities, they result in toxicity, unpleasant 
taste, hardness, and high ability to 
corrode. They necessitate use of water 
softeners, distilled water, and extra 
soap, and they add considerably to the 
expense of treating industrial water 
siqiplies. At present w^e rely heavily 
on the dilution capacity of tlie receiving 
stream. 

A third group of pollutants is being 
accoimtcred and is of relatively recent 
origin. These persistent pollutants are 
best exemplified by the synthetic orga¬ 
nic chemicals produced in profusion by 


modern chemical industry. They enter 
water courses as eflfluents of industry 
and also as waste residuals from many 
liouschoUl and agricultural uses. The.se 
substanct^s are termed ‘persistent', be- 
cans(* the stream biota cannot effecti¬ 
vely attack their complex molecular 

stnicMire. Some degradation may take 
place, but it usually takes place so 
slowly tliat the persistent pollutants 

travel long stieam-distances virtually 

tinchanged. Detergents and pesticides 
(DDT and phenols), resulting from the 
distillation of petiolcum coal products, 
.u(‘ among the most common of tliese 
pollutants. .Some of the joersistent or¬ 
ganics, like phenols and haid deter¬ 
gents, picsent primarily aesthetic 
piobhms. Phenol, for example, can 
givi* an unpleasant taste to xvater. 
Otheis ai i; as^ocIat(‘d with periodic kil¬ 
ling of fish in streams. At present the 
( stuaiiuc pollution of the river Hooghly 
and the Thana Cn^ek are highly affec¬ 
ted by this pioblem. 

At present, there are a huge number 
of organic chemicals — most of them 
synthetically produced in the market 
today. A largi; number of these arc 
present at low concentrations in treated 
water supplies. Indentification is costly 
and, therefore, it is not known what 
chemicals in what cxrncentrations are 
picst*nt. Chronic toxicity tests are very 
expensive and even more significant is 
lh<* shortage of specialists in Toxicology. 
Establishing a drinking water standard, 
to coiitiol this situation, meets with 
severe technical and management pro¬ 
blems. What, then, are the possible 
icmedi(‘s, controls, and management 
systems, which can be adopted? Since 
most of our rivers arc seasonal, with a 
meagri* dischaigi' in th<‘ summer 
nuniths, the problem definitely requirt's 
skilled management. 

How can w'e gauge the cost of water 
iluality deterioration? Water streams 
and courses cjpntinue to be highly used 
for waste disposal. To what extent 
sliould we reduce this practic'e now 
and in the future? How can we 
achieve a proper f)aIanoe between the 
demand for a cleaner environment and 
the costs of achieving it? The tech¬ 
nique of measuring and forecasting the 
cost associated with water quality is at 
a very primary stage. Virtually, no 
relevant infonnation is available for 
such water quality control and plan¬ 
ning efforts as are made today. How 
can w'c design the best regional 5 y.stem 
for managing water quality? What kind 
of empirical infonnation do we need? 
These questions become more signifi¬ 
cant as economic planning and general 


industrial activity increases under the 
development Plans. 

Experience in the Ruhr area of Ger¬ 
many .suggests that a thorough-going 
management system in highly developed 
basins involves a variety of control 
measures. The Ruhr system, which 
has iustitutioTial arrangements permit¬ 
ting regional design and operation of 
the system, combines such large-scale 
nuMsures as flow augmentation, treat- 
numt.s of <'ntire streams, mechanical 
re-areation, and large connecting treat¬ 
ments w ith conventional treatment 
plants at individual out-falls. 

Many of these possibilities can be 
systematically considered and used in 
planning tor water quality control in 
«)nr newly emergent industrial zones. 
The Thana Cr<H?k area, and several 
areas in West Bengal, Gujarat, and UP, 
are examples whore an environmental 
control body could usefully operate. 
The major pioblem is to devise appro¬ 
priate industrial forms and tools of ad- 
miinstiation tor management of water 
quality. Although there is an ISI re- 
i|nircincnt of allowable limits for the 
(juality of water, and although indus¬ 
tries and municipal authorities are ex¬ 
pected to tall within its limits, the meas¬ 
ure IS a general one with very little 
relation to any particular type of indus¬ 
try or agency concerned. The fact is 
that no set mles can lie laid down to 
assess the impact of a certain project, 
industrx’ or development plan. But 
certain guidelines employing case his¬ 
tories could be documented to help 
project-approving authorities to assess 
the .situation. 

Air Pollution :— There are fewer 
means of dealing with air pollution 
than with water pollution, partly be¬ 
cause it is easier for man to control 
hydrological events than meteorological 
events; but partly also because air is 
not ‘delivered’ to users in pipes as 
water frequently is. Consequently it 
is only to a liinitetl extent that polluted 
air is treatable before it is consumed. 

In this sense, therefore, the position for 
humans in regard to iiolluted air is 
somewhat similar to that for fish with 
regard to polluted water. Since human 
beings live in it, control of air pollution 
is largely a matter of (a) i^reventing 
pollutants from escaping from their 
source, (b) eliminating the source, or 
(c) shifting the location of the source 
or of the recipient- Water pollution, 
on tfie other hand, is generally subject 
to a larger array of control measures. 
Nevertheless, both water and air pollu¬ 
tions present intricate problems of de¬ 
vising optimal control systems. 


M-26 



ECONOMIC AND klLlTldAI. WEEKLY 


In both cases, the role that ‘location 
controls' can play in optimal manage¬ 
ment needs to be understood. While 
there is some <*xperience with this in 
air pollution, especially in the Ruhr 
area of Germany, in most cities indus¬ 
tries and associated activities are at 
present located in river valleys in order 
to take advantage of transportation 
facilities; yet these locations are least 
satisfactory for dispersal of aerial 
wasKis. The Ganges delta is one such 
region, with the river Hooghly a parti¬ 
cular example. More,over, rivc*r bottom 
locations are peculiarly subject to flood¬ 
ing — the control of which represents 
one of oiir largest categories of public 
works inveshnents. We mast imi)rove 
our ability to understand and plan for 
optimal location of activities within the 
uiban ct)rnple\, in view <^f all the asso- 
liattul costs and benefits — public and 
private, iril('inal and external. In this 
lespect it is heartening to note that 
CIDCO, in planning the Twin City ol 
Bombay, has decided — even though 
aft<*r a certain amount of pressure from 
various souices and the i)ublic in gene¬ 
ral — to cany out a Siirvtw on these 
lines. 

Air pollution from fixed sourcf'S is 
usually much more localised than water 
ptdlution. As streams of wind normally 
carry th(^ pollutants for appreciable dis¬ 
tances, <liluti(m is ordinarily sufficient 
to reduce their hannfulness. This 
contrasts with water pollution where 
streams are like conduits, carrying pei- 
sistent i>pes of pollution farther and 
farther dovvnstreaim. Hence, while air 
pollution c(*rtainly involve.> substantial 
external costs, it is more difficult to 
shift the burden completely to anothei 
geographical area. Accordingly, reme¬ 
dies, though costly, are much more 
clearly related to benefits within com¬ 
paratively localised political jurisdic¬ 
tions. Even so, some students of the 
problem have felt that it could be use 
fully addressed in terms of regional air¬ 
sheds analogous to water-sheds. It is 
possible to think, plan, measure, and 
act upon the existence of air-sheds in 
somewhat the same way as we are 
learning to consider entire river basins 
as units in the planning and conserva¬ 
tion of water resources. In any given 
area of sufficient size, the prevailing 
winn pattern and terrain determine to 
some extent the boundaries of an air¬ 
shed bearing some resemblance to the 
boundaries of a water-shed or river 
valley. It would be intejresting to see 
in what manner tfie Twin City Zone 
will be classified and the final analysis 
of the report on air pollution. Another 


boundary of an air-shed is a ceiling 
which results from inhibition to vertical 
mixing diu* to the stability of the aii 
tnass. Teinpcrature plays an important 
part in the energy required for vertical 
exchange. 

To the e^t^^lt that air-sheds are de¬ 
finable, air-shed auQiorjties or compacts 
or districts aie c'oiiceivable and may be 
useful adiniiiisttative devices. There is 
some precedent here, for example, in 
the buniation of the San Francisco Bay 
Area Air Pollution Control District. As 
with water i)ollution, there may be some 
administiative and regulatory alterna¬ 
tives to standards that demand serious 
eonsideiatioii — for example, some va¬ 
riety of an pollution charge or tax. Thi.s 
would he levied on the theory that use 
of a congested facility — such as air — 
should he reduced by putting a price on 
its use. Such a tax would be based on 
some measure of pollutants discharged 
at the souice and could be weighted 
accordifig to location of the souice, the 
external costs of specific pollutants, 
timing of releases in relation to peak 
loads ot ail eongeslion, wind dirc'ctioii, 
etc. Thinking on these lines for our 
111 ban ccnties — like Bombay, Calcut¬ 
ta, Kanpur, Ahmedabad, and the indus¬ 
trial belt of West Bengal — would also 
bring benefits in terms of dispersing the 
industiies to other undei developed 
arenas. 

The discMission so far has dealt mainly 
with the waste management problems of 
the agents, viz, water and air. How- 
evei, these two agents are recipients of 
waste and pollution due to other acti¬ 
vities, viz, devclopmeTit programmes, 
industrial growth, projects, etc, which 
we undertake. It is, therefore, in the 
very planning of these activities that 
due attention has to be given to the dis¬ 
posal of wastes and to their effect on 
the environment. 

The ability to plan and design in con¬ 
sonance with the environment would 
necessarily demand an appropriate edu¬ 
cational background. At present, theie 
is no undergraduate course available to 
our young technologists in which train¬ 
ing is imparted enabling them to con¬ 
ceive of tlieir field of study in tenns of 
the enviroiMuent. Each group of students 
learns to tackle problems related to that 
particular field in a narrow fashion, and 
no scope is afforded them to widen their 
perspective. For example, the Civil 
Engineer is taught the fundamentals ol 
water and sewage treatment; the chemi¬ 
cal engineer, effluent treatment, the me¬ 
chanical engineer, thermal and noise en¬ 
gineering problems. Yet, when all these 
cadres of technicians are required to 
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plan and execute, say, a power station ' 
project, each will play his own role with , 
scanty knowledge of or attention to the 
project as a whole in relation to the en* 
vironinent. This means then that there ^ 
has to be an overhaul or reorientation 
of our technical courses to cater to this ' 
‘gap' in the training of our men. 

Promoung Was'it: Management 
iHRouGii Project Pi.anninc 

Given the present systean, it is hardly 
surpiising that ther<' appears to be com¬ 
plete u(‘glet‘t (H waste management at 
the project planning stage. To cite re¬ 
cent e.xainples, it is only necessary to 
look aioiind to notice the lack of en¬ 
vironmental engineering planning in 
some ol our loutine public works. Tlie 
city autlioiitics in Bombay have for all 
lliese >'cars been binning solid wastes in 
the oj^eii, I hey arc now contemplating 
an incineiator projcf t, but little thought 
Is heing applied to planning a cximbined 
environmental facility. London has fired 
an incinerator with a cajiacity of 1,800 
tons pr*i day. The project cost is £r 1.0 
million and will handle, when fully 
operational, garbage created by 500,000 
north J.K)ndoncis. The GLC, owners of 
the incineiator, say tliey expect the 
plant to pay for itself through the sale 
ol electricity, scrap metal, and ash ge¬ 
nerated by the plant. When the fire 
finnace plant begins operation early 
next year, steam from the boilers will 
drive three 12,500 kW turbo genera¬ 
tors. GLC expect to earn £ 0.5 ihillion 
each year froBn the sale of 30,000 kW 
of power to the national grid. The 
rest of the power will be used to lun 
the station. In addition, another £0.25 
million should be realised from scrap 
metal sah;s. This is apait from the 
other by-product, ash, w'hich will be 
also sold 

It seems dear that the first step in 
evaluating any waste disposal pro¬ 
gramme should l:w" a consideration of 
the ix)ssil>le rc-usc or sale of the 
waste or its components. Basically, 
this means that environmental engin¬ 
eering and waste management must 
form part of the work that is put m 
at the initial design stage. This would 
bring about an abatement of tHe pol¬ 
lution problem, an improvement in 
the quality of the environment, and 
also economy in the waste disposal 
programme. Moreover, jf the angle of 
environmental engineering is insisted 
upon at the very design stage, planning 
agencies and industry in general would 
immediately react to the stimulus and 
adopt techniques which would not only 
amseive the environment but W'ould 
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also pioinote in the project. 

Intebdependemcies 

Formulation oi a nianagt'ment stra¬ 
tegy foi waste disposal is complicated 
by the fact that direct itilerdependcn- 
cies exist among the various fields as 
also within them. Foi cxamido, the 
specific placement ol an nuliistrial area 
may aff<*ct hoth air arni water pollu¬ 
tion in uays that met I to lx* t'onsider- 
ed when making local dc'c isions. 1ti- 
ciiK'ratLon ol sewagf sludge or other 
vva'^Je pioduc'ts ina\ piolect water com- 
scs, but il also pollutes the air. Air 
pollution controls in uihan aicas will 
certainly ehangc.* the nature and loca¬ 
tion of industrial waste discharge into 
water touises. Compact land use in 
urban areas may contribute some direct 
aesthetic satis! action and simultaneous¬ 
ly reduce entam pollution problems, 
such as those asscjciated witli ccsspot^ls 
and sediments. The list ol interdcpiMi- 
dcTieies could lie gie.itlv enlarged. 
NevcilheUss, at this stage in our 
knowledge, the an-js of wah'r and air 
polliilion, [H’stiejdc* iiso, and rural and 
urban envifoninc'iital qu.ility, are useful 
divisions to assess the subject. The 
cpiestion, houevei, still remains as to 
hou' best could this pioblein be tackl¬ 
ed and eflc‘itiv<l> managed? 

SeXMK lU'C ()MMENUA1 IONS 

(1) Environmental engme<‘ring anrt 
waste* management in its broad¬ 
est asjrecl should Icnin .i definite 
course of study in our schools of 
technology Ini all students. A 
cadre ot young engineras would 
thus be biought up to think in 
these broad teiins and would 
then automatically start to apply 
their know'l<*dgt.' from the very 
initial design stage. At present, 
v\e badly lack such a group of 
teohnic*al personnel who have 
been ecpiippc'd and accustomed 
to view these problems in terms 
of the environment. 

(2) Applications foi project appro¬ 
vals, both private and public 
sector, sluruld lui rcciuired to 
justify themselves from the angle 
ol pollution abatement as a 
‘whole’ and not merely of ettlu- 
ent treatment. 

(o) Stec'ring coinmittcjes need to be 
operative in the various States, 
their duly being to act as guar¬ 
dians of the enviionment and 
to enact laws and legislation 
enforcing pollution control. 

(4) An all-India Council needs to 
be formed whic*h will fiom time 


to time formulate standards, 
promote research, and recxjoi- 
inend guidelines of assessment 
to the .Slate committees, through 
legiilar publications or periodi¬ 


cals. Such a Ck>imcil could also 
co-ordinate inter-State issuer. 
These proposals would better serve 
to face the problem than any ‘attack’ 
on it by inean.s of ‘legislation’. 


CAN YOU 
MEET 

ms 

GROWING 

NEEDS? 


His needs will multiply with the 
years. He will need a lot more than 
he needs now. He will need money 
for his college education, for his 
professional training. He will turn to 
you for It—are you prepared’ 

Where is the money to come from ? 

An Educational Annuity Policy is the 
perfect solution. Act to-day and 
insure — assure your son's future. 
Avoid imposing a strain on your 
budget when the time comes. An L.I.C. 
Agent will be glad to serve you. 


There is no 
substitute for 
Life Insurance 


s 




M-28 




Generatibtial Conflict in Management 

Need to Identify Its Components 

J S Gandhi 


The inter-generatiomil conflict in jnanagement has been much discussed of late, the reason for it 
being traced to the older group's fears of the superiority of the 'conceptuaV knowledge possessed by the 
younger executives over the * experiential* knowledge possessed by them. The contention has been that 
this fear evokes a defensive response among the young, leading to inter-generational tension and lack of 
smooth management operations. 

The following article argues that this model of the conflict is too simple and misleading. The "con¬ 
flict* is in fact realised through an informal organisational structure, through informal groupings of 
both older and younger executives formed on the basis of mutuality of interests. It is, therefore, by an 
analysis of these attributes that the * conflict* can be understood and con'ective measures proposed. The 
solutions suggested by a ^contextual* or "process* view of the conflict are then riowhere as sharp as the 
original model might suggest. 


SOME well knov\'n consultants, particu¬ 
larly those in the organisational field, 
have discussed nt length the problem of 
‘generational conflict in management*. 
According to them, there exists a rela¬ 
tionship of ‘potential' as well as ‘real’ 
conflict between th(‘ older generation of 
executives and the younger executives, 
and that the conflict finds exirression in 
the constant antipathy of the two to¬ 
wards each other, giving rise to certain 
unpleasant stereotype images that they 
hold regarding t-aeh other. Each group, 
to the other, is a prototype of ‘impracti- 
cality’ and of ‘diehard obstinacy' in the 
fac^e of hard business realities. The 
reason for this antiiJodal relationship be¬ 
tween the two groups, acecjrding to the 
said consultants, lies in the older group’s 
fears of the ever-increasing supremacy of 
the conceptual kimwledge which the 
younger executives i>ossess. Since the 
knowledge the older executives have is 
mostly experiential and based upon in¬ 
tuition, the older group feels threatened 
with the possibility of displacement by 
the younger group. This fear evokes a 
defensive response from them whereby 
they denigrate the ymtng executives’ 
knowledge as ‘bookish*, ‘impracHcal* and 
‘disastrous’ for the organisation. 

My contention in the present paper is 
that the problem has not been presented 
\Vith adequate clarity and that lacks as 
yet a contextual relevance. 'Ihe model 
used for defining the problem is true 
only on a theoretical plane and it be¬ 
comes ])oth misleading and illogical 
when subjected to the empirical test. 
Below are outlined some of the lacunae 
existing in the said model that need to 
bo remedied. 

First, the dichotomy between concep¬ 
tual knowledge and knowledge based 
upon experience does not seem realistic 
in the context of business organisations. 
On the purist plane, one might dis- 
titigirish one from Uic other in terms of 


spt'cific attiihiitcs. But in managerial 
perfonnance, conceptual knowledge docs 
not and cannot ronipunsate for lack of 
fvpcjicncc. Tliis is why, several business 
organisations m.iintaiu training program¬ 
mes for now entrants, including those 
with impressive MBA degrees, with a 
view' to sensitising them to the needs ot 
the organisation, 1 would say that those 
who think of prescribing clear-cut reme¬ 
dies to the vaiious organisational pio- 
hlenis through straight deductions from 
certain formally learnt managerial prin¬ 
ciples have not fully comprehended the 
complcMt>’ of the managerial wmld. Out 
of seveial variables which constitute the 
‘t\\t(Mioi’ and ‘interior* of an organi:>a- 
tion, none holds unvar>’ing importance 
in all situations. Any one of thorn might 
shoot up to a crucial deterministic level 
becaitsc of a sudden and unanticipated^ 
change in the entire situation. A sudden¬ 
ly instituted legislation, prohibiting the 
iintxiit of an essential production ingre¬ 
dient, might l>e a case in point. It would 
s»‘t at naught all earlier forecasts, 
calling for a hurried switch-over to the 
native market and a hunt for suitable 
substitutes keeping in view the entire 
gamut of competing organisations in the 
field. 

Secondly, it is as yet a mot^t question 
as to how much of the knowledge re¬ 
ceived by a professionally trained busi¬ 
ness e.xeculive fits empirical reality, i e, 
how much of ft is useful and how much 
is redundant. Til] such time as the ‘prag¬ 
matic' and ‘pedantic’ contents of these 
courses are segregated from each other, 
it is not possible either to accept or to 
reject the claim that all such courses an^ 
grounded in business reality. A part at 
least of the frastration e.xperienced by 
the younger executives in their working 
with older colleagues flows from the 
mass of un-usable knowledge which they 
accumulate as part of their training. It 
is on account of this that they find 


llicnisclves e\posed to the ridicule of 
thru srniois. Thai thcie exists a lag be- 
Iwf't u the acquirrd knowledge and the 
d.iv-to-da> organisational problems is 
evident in the fact that several business 
schools are using ‘Feed Back Systems* 
for updating their teaching system. The 
pass outs fiom these schools keep re¬ 
porting their job experiences to their 
schools who then jccast their subsequent 
(/omses in the light of these reports. To 
preach an ull-tiinc finality of managerial 
skill, hy likening it to the laws of the 
Xatinal Sciences as some writers have 
done, in fact does harm to the younger 
executives. First it nurtures in them a 
soothing state of self-righteousness, and 
later, wlien placed in an organisation, 
accentuates their feeling of hurt and 
neglect. This ean not do much good 
to the \onngsters, but >vould, instead, 
further th*lay their adjustment with tlieir 
elder colleagues by iucTeasiiig their hos¬ 
tility tow^ards them. 

Thirdly, another contention of the 
above writers which rc»quires to be re- 
exaininetl is that the young executives 
enter their professional career at a very 
sensitive age when they like to decide 
for themselves all the important issues 
concerning their life and career. That is 
why they require autonomy and inde¬ 
pendence of decision-making in the per- 
forinanc*c ot their duties. Hence their 
frustration ^vhen their initiative f.s con¬ 
tained by their senior colleagues. But 
this, argument is too general and lacks 
specific awaicness ot Indian circumstan¬ 
ces. Consequenflv. ev'cn though true a 
theoretical plane, it borders on inaccu¬ 
racy m the Indian conte.\t. On the con¬ 
trary', nneniploy ment of the educated is 
a w’ell known phenomenon in our society 
which evert ises a shaping influence on 
onr value prefeicMices. Even among the 
jm^fcssionally trained young executives, 
the concern for economic .security is too 
great to be trifled with. Painfully aware 
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ECONOMIC AND POUTICAL WEfiKJ-t 


of the possibility of unemployment — 
even though to a lesser degree than 
those with non-professional education — 
the young executives are only too will¬ 
ing to subordinate their desire for self- 
ai;:tualisati()n to the need to have conti¬ 
nuous employment. This observation 
was supported in a recent survey of bu¬ 
siness .students which I carried out at a 
leading nianagenient institute of India. 
The respondents, mostly with an en¬ 
gineering background, perceived inde- 
pcn^’Ience in decision-making to he 
lianght with ‘uncertain conseriucnccs’ 
and to be thus posing a threat to their 
job.s. The economic lever was thus a 
great dissuasive loice in the fulfilment 
of their natural urge for self-assertion. 

Fourthly, to say that there is a gene¬ 
rational conflict in management is to 
assume a static stereotype. It assumes 
that (i) the m<*chanism through which 
the said ermfliet is achialised in an or¬ 
ganisation does not form a relevant part 
of discussion in it, and that (ii) there are 
no significant departures from the ste- 
reoty'pe in the actual organlsatioiiAl set¬ 
tings. 

Yet it is impoitant to note that the 
‘conflict' is realised through an infonnal 
organisational structure, i c, through the 


informal groupings of both older and 
younger executives formed on the basis 
of mutuality of interests. Further, both 
these inftiimal groupings have dependent 
siibstriictiires ot subordinates who act as 
‘('yes* and ‘ears’ of their bosses. Also, 
whertMs the membership of supra- 
structures of executives is ‘permanent*, 
the dependent hubstnictures have a com- 
paiiitively floating membership. The 
only clement which sustains the endur¬ 
ing character of tlie latter is the com¬ 
mon 'ethos* of ‘fidelity to the boss' 
which is shared by all the existing mem¬ 
bers and also by those who enter anew. 
It is through an analysis of all these at¬ 
tributes of ‘('onflict' that any corrective 
measures can he proposed. 

In other words, the social dynamics 
ol conflict must he comprehended for a 
fuller understanding. Accordingly, one 
may start by identifying vaiioiis infor¬ 
mal groups of e\<*cutives in an organi¬ 
sation and then outline a work set-up 
which involves closer interdependence 
and more frecpient interaction between 
the constituents of lioth the older and 
the younger group. This would smouth- 
en their work relationship and lead to 
mutual acceptance. The suggestion 
here is of a general nature, its specific 


details may be worked out keeping in 
view the specific nature and level of 
technology in an organisation, its exist¬ 
ing rules, procedure and style of ma¬ 
nagement, and also the social composi¬ 
tion of its working personnel. 

Conclusion 

The argument presented above may 
be briefly summarised as below: 

(1) The issue of ‘generational con¬ 

flict' has to he viewed contex¬ 
tually. # 

(2) 'rhis means that it must be relat¬ 
ed to the socio-economic envi¬ 
ronments of the milieu in which 
the managerial drama is located, 
i (‘, the Indian soci(*ty. Also, it 
should be examined specifically 
in the context of a particular in¬ 
dustry. Only then will this yield 
realistic and practical solutions. 

(3) Among other things, the social 
c^omplexion of the conflict must 
he comprehended, i e, the formal 
and informal groujis involved in 
the conflict shoiild be identified 
and their motivations for involve¬ 
ment in the conflict related to 
their career interests. 

(4) It may not be to the advantage 
of the young executives that their 
frustrations with their senic^r col¬ 
leagues are overplayed by pro¬ 
fessional con.sultants or other wri¬ 
ters in the field. 
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Some Mytfas in Management 

Ishwar Dayal 

The myths of a business organisation, like those of a community, have their foundation in partied 
reality at a given period of time but they scarcely ever represent the total reedity. They satisfy a variety 
of social and psychological needs of the system and of its managers. They help provide rationality to 
behaviour in the organisation and justification for managerial inactivity or failure; they minimise anxiety 
by transferring managerial failures to external events or to the powers that guide their destiny. 

The function of myths lies in the fact that without them, feelings of guilt, aggression and anxiety 
about one's failures would be far too intense and the resulting neurosis would make work far too difficult 

For this paper I have chosen four common myths which I believe have come to form the props of 
administrative policy in organisations: They are : 

(1) "Time is a great heedef', 

(2) "No tool is more potent than example''. 

(3) "People live to co-operate". 

(4) "Employees resist change". 


1 shall examine these myths not 
extent to which their limitations 

EVERY society develops its own myths, 
partially to perpetuate its distinctive 
characteristics, and often to provide ra¬ 
tionality to activities that may seem ir¬ 
rational. The sharing of myths and ri¬ 
tuals establishes bonds among the mem¬ 
bers of a r<)mmiinity; and psychologi-' 
cally, they relieve the individual's anxie¬ 
ty, aggression and guilt feelings about 
his behaviour. What may seem irra- 
tirinal behaviour he would transfer to 
external causes, or to powers that are 
beyond the comprehension of the com¬ 
munity. And so myths and rituals not 
only servo the social needs of a com¬ 
munity, they fulfil some psychological 
needs of its individual members as well. 

Social scientists study these aspects of 
a community’s life to gain insights into 
the sociology of the community itself. A 
study of the myths and rituals of an or¬ 
ganisation provide insights into tlie mo¬ 
tives and behaviour of its people as 
much as of a community [Mead, 1928; 
Benedict, 1934; Malinowski, 1944]. In 
rec'ent years interesting studies of rituals 
have provided some useful understand¬ 
ing in tliis field. [Sheth, 1908; Dalton, 
1959; Sayles, 1958]. 

The myths of a business organisation, 
like those of a community, have their 
foundation in partial reality at a given 
period ot time but they scarcely ever 
represent the total reality at any time. 
They satisfy a variety of social and psy¬ 
chological needs of the system and of 
its managers. They help provide ration¬ 
ality to lH?haviour in the organisation, 
jus^cation for managerial inactivity or 
failure; they minimise anxiety by trans¬ 
ferring managerial failures to external 
events or to the powers that guide their 
destiny. The functionality of the myth 
lies in the fact that without it, feelings 
of guilt, aggression and anxiety about 


so much to suggest that all these 
affect the organisation. 

one's failures Avould be far too intense 
and the resiilh’ng neurosis would make 
work far too difficult. 

For this paper 1 have chosen four 
cMiininonly observed myths which I be¬ 
lieve have come to form the props of 
administrative policy in organisations : 
They are: 

(1) “Time is a gioat healer*’. 

(2) “No tool is more potent than 
example”. 

(3) “People live to co-operate”. 

(4) “Employees resist change”. 

f shall examine these myths not so much 
to suggest that all these beliefs are 
wrong but to explore the extent to 
which their limitations affect the orga¬ 
nisation. 

I 

'Time l.s a Great Healer’* 

Many companies while changing or¬ 
ganisational structure or personnel poli¬ 
cy, or w'ork systetns, often explain away 
disgiuntlfinent among employees by say¬ 
ing that everybody cannot be satisfied 
and that ”in course of time, they will all 
get used” to the new system. Most 
often, time, alas, does not correct the 
situation; instead, employees, by their 
behaviour, often defeat the purpose of 
the change and become alienated from 
the system. I shall relate the experience 
of one company which had undertaken 
to improve its salary structure for the 
managerial staff and found that the 
entire scheme had become vitiated due 
to ill use and had, in three years, quite 
failed to serve its purpose. 

After analysing all managerial jobs in 
the organisation and evaluating them on 
agreed factors, the management reclassi¬ 
fied the jobs and revised the salaries of 
managers. The management did all the 


beliefs are wrong but to explore the 

necessary thing.s that rationality de¬ 
mands, i^rotected salaries of the present 
incumbents even on jobs where the eva¬ 
luation was lower than the current posi¬ 
tion of a manager; gave everyone a ge¬ 
neral increase in salary in all categories 
and added benefits such as house rent, 
tiansport allowance, etc. The revision 
had been co.stly to the company, but the 
inanageinent felt that it would be fair to 
have a proper classification of jobs and 
a caiefiil review of the salary structure. 

In installing the new salary scheme, 
the management had believed that the 
revisf'd job classification and grades 
would be generally acceptable to the 
managers and the few 'who were ag¬ 
grieved about their new position at the 
initial stage vvould get used to it and 
reconcile thcm.selves to the scheme in a 
few years' time. 

Understandably, no one openly pro¬ 
tested to the top management but there 
were many signs to show that the ma¬ 
nagers were uneasy and apprehen.sive 
about the* revised .scheme. At senior 
levels negative sentiments were express¬ 
ed with pungent jok(*s or cryptic phra.ses. 
Unofficially the' system became known 
as the human cost system. The theme 
of tlic jokes was invariably loss of status. 
At junior levels the hostility to the re- 
vis^'d system was aired at peer levels 
and was larely discussed with supervi¬ 
sors. The general hostility to the .sys¬ 
tem became focused on the few who 
were associated with the programme, es¬ 
pecially the head of personnel function. 

In three years the employees had de¬ 
veloped a fine, insidious system to influ¬ 
ence the members of the evaluation 
committee who reviewed some of the 
jobs annually. Slowly through a complex 
system of manipulations, the original job 
differentials were disturbed, and both 
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lh« management and the euiphjyees were 
unhappy about the resiiltfng classifica¬ 
tions lor a large nunilier of jobs in tlie 
company. Those wbo we^c aggiieved 
initially manipulated practices in such a 
way as to defeat the entire pnipose ol 
th<i scheme. Time did not heal, instead, 
it employed Iniman ingenuity to defeat 
the basic purpose of the salary revision. 

I’his is not an isolated instance wheie 
time, by itself, has an unanticipated re¬ 
verse effect. Often the resentment be¬ 
comes generalised and lingeis, even 

though the source of resentment may 
have bffMi long foigolten. The resolu¬ 
tion of the problem lies in taking prompt 
action to deal with the causi^ that in¬ 
duces negativ<‘ sentiments. In this in¬ 
stance, the inanagejnent should have 
eithei anticipated jnanageis’ rt'sponse 

vvlule detennining slrateg>. or dealt 
with the issues as they aros(\ Not tinn- 
but adiuinislralive action u’ould have 

been till' gieat iK'alei. 

II 

‘‘No Tool Is More Potent than 
Example’' 

7'hcre was a general manager who be¬ 
lieved that the best way of creating tnist 
and confidence among (*rnployees was to 
emeourage them to come to the inanag- 
CJS for help. Demonstrating liis beli('f, 
the gcn<*ial manager held at his house 
what beeauK* known in tlu' company as 
the dm bar. ITis managers einnlated his 
example in form and quickly giew n'- 
sentful as much of him as of the woikers 
who, they thought, got moic attention 
from the general manager thaii the offi¬ 
cers did. 

As the general manager was busy 
seeing worktTs, the stmioi manageis bad 
to wait in queue to discuss their own 
problems with him. They also found 
that the vvorkeis ami the union leadias 
by-i)assed thi'ni and often went direct to 
the durbar. Maiiitcuance of discipline 
and work standards Ix'.caine difficult and 
any unfavourable action takt*n by a ma¬ 
nager was leported at the durbar before 
the man age‘r could report the events 
himself through normal office channels. 
Gradually, the managers began to ig¬ 
nore indiscipline and (piality standauls 
in their departments. Resentment .show¬ 
ed itself in terms ol a high altiition rate 
aanong managers, hostility to the union, 
inaccurate reporting of performance 
Mich as inclusion of rejects ami in-pro¬ 
cess production. 

Two interesting phenomena were ob- 

tierved: 

(a) The supervisors became resentful of 
the general manager because they per¬ 


ceived that h(i had all but neutralis<‘d 
their .siipci-visor)' resi>onslbility by keep¬ 
ing direct, close contact with work<*rs. 
(b) The supervisors felt resentful of ibe 
workers whom they saw' as c'Onniving 
with the geiK.'ial manager in making 
non-entities of the supei'vi.sors. 

I'he senior e.\(,‘ciitive.s, as did the ge- 
neuil managei, attended woikers' mar¬ 
riages, informal gatherings, (‘te, but tliev 
did this l)eeausc they lell they must in 
order to make a good impression on the 
geneial manager, and not beeansc they 
believed they could establish better le- 
lation with the w'orkers. Indiscipline, 
poor business eoudilions and uniinagi- 
Tiativi' adminisliative practices hal to a 
fairly violent ]»iolong<*d strike in the 
company. 

Managers leain fiom example only if 
they 1 1 list the motives of the prison who 
sets tht' example. There has to be emo¬ 
tional aeei'ptanee ol him before bis sub¬ 
ordinates ham liom him. Without sucli 
acceptance, the cifeet of demonstration 
could be negative or quite the reverse 
of what is intend»al. 

Tndividuals ran share goals but thf'y 
hav(' to ev’olve their own different ways 
of aehieving them. People learn neither 
fioni the expel fence of others nor from 
their owai, unless the preconditions exist 
for leuriiing from one another and an 
avvar<MH‘ss of une.’s own motives — self 
appiaisal — is (h’veloped befoie learn¬ 
ing from one’s own expcnV-nces. Whereas 
demonstration oi example cnnld have an 
adveise effect, empathy and understand¬ 
ing of human sentiments have been seen 
to cieate the cliiriat(‘ for learning from 
expiiiienee. 

Ill 

‘‘People Live to Co-operate'’ 

(^)-operation and eonflict are not in¬ 
herent characteiisties ol human natiue. 
Each is the resultant behaviour of inlei- 
actioiis lietween intlividnals or groups in 
a given situation. A simple assumption 
that people in an organisation like to (o- 
opciatc, or do not like to, is misleading. 
There is eonsidcrablc evidence to show- 
that co-opeiation and c*oinpr*tition ai<‘ 
not necessanl) a product ol an iiidivi- 
diial’s indiosynciacy: each has lecog- 
nlsal)l(‘ dynamics of its own, though the' 
inteiisitv of response to 'ither nia> vaiy 
from one individual to another fDayal, 
1970, Boulding, 1964J. 7'he manager can 
inlluenec the conditions or the processes 
which induce co-opt*iative behaviour at 
work, he cannot instruct individuals to 
co-operate, or assume that people wouKl 
co-operate in spite of the absence of the 
conditions for co-operative behaviour. 


All individual may appear to co-oiK‘- 
rale for various reasons either because 
he has gr<‘at regard for bis superiors 
judgment, or l>ecaiise he is persuaded 
by his superior's ehaiisma. Ho may bo 
afiaid ol the supciior, or In* may have 
low' risk taking capacity. Tic may yier- 
em've that the rewards — promotioiiN, 
inerenients, srenritv ol employment, etc, 
— depiMid upon implicit obedience to 
his siiperioi's W'ishes. The same indivh 
dual may not be co-operative w'itli his 
colleagues or juniors. This is one kind 
of co-operation which is based on eithoi 
the gaining of rewards or the satisfac¬ 
tion of his own psychological need for 
affiliation with or aeei'ptance by the su* 
perioi. 

The co-opeialion that is essential for 
oigani.sational effectiveness occurs when 
the individual consciously takes into ac¬ 
count the implications of his actions oi 
beliaviour on other tM'uph*'s work, on 
intirjKMsonal relationships in an organi¬ 
sation. What kind of data should be 
made, available tri olher peoph', on wliat 
aspects should he involve others to fur¬ 
ther the ohjrctives of the total organisa¬ 
tion, rather than his own department? 
How could he minimise intei group con- 
fiiet, or use it to his own and the total 
organisation's advantage? Studies or po¬ 
litical systems in oiganisations fDalton, 
1959; Lasswell, 1963. Pfiffner and Sher- 
VN‘0< )d, 1960] sliow clearly that this kind 
ol c'O-oiV’ratioij has to he developi'd con- 
si'ioiisly by the manaceiiient [Dayal and 
4'homus, 1968; Beckard, 1969, Blake 
and Moiiton, 1969] and is not natural to 
people in organisational situations. 

This is evident in the day-to-day ex- 
pericncx' of organisations in India and 
elsewhere. Some individuals eo-ui)eiate 
in some dcpai tments, or in some organi¬ 
sations, and not in others. Thi'y do not 
Ixxome diHiTent individuals or change 
thi'ii l)asie attitudes m changed situ¬ 
ations, their behaviour changes because 
the leade rship or the intei actions induce 
patterns ol behaviom Ini giving or with- 
liiildiiig eo-oijcration. One highly cuin- 
petent manager who lelt an oiganisation 
after 15 months of seiviee in it, said, 
“.'VBCl Company liioiight out tlu^ woist 
in me and I found in>s<‘Il opposing all 
new ideas. This W'oniid me and I had 
to gel out ol thi' eoiniiany to save in>- 
^ell liorn beioming an anti-man.” 

4’he signilieant factors that induce co- 
opeiation aie, broadly, the suitability ol 
the oiganisational stmeture [Ric , 19.38; 
Daval, R>67] and inl<‘ii?eisonal iclation- 
ships [Argyiis, 1962]. 11 tlui oigani.sa- 
tional structure poorly fits the work to 
bo done, conflict belxvocn individuals 
and groups would cnsiie [Miller and 
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Rice, 1967]. If the manager is less sen¬ 
sitive to the mote'C's of employees ami 
his (liagnosis of luiiri.ji prohkms is faul¬ 
ty, he ^^i!l get littl(‘ tn-opeiatioii. Tn 
the research ch'partment of a compaux, 
a certain scientist was a.skicl hy his su¬ 
perior to go to iht" Ministiy eoucenKwI 
to explain th(‘ l4‘(‘lmieal nafiii<‘ nl iIj-- 
iriachiiK'iy foi wliiili .i lieenee was iict d 
ed. He refused to do st), I iu- 

terviewed his nianagoi, J was told that 
(ho scientist is imco-oixiatisc .uid tlial 
all scientists air most ihifKiilt to haudlr, 
Th(' seirnlist said dining In’s iiif< ivii'w 
that the eompaiiy g.iv<‘ low' piioiity to 
the jjroject ht* \\as handling and no nnr 
cared much ahfuit Ins v\oik. Tn this si¬ 
tuation the uianagci Wiis not sciisitiv<‘ 
enough to diagnosf* tlu^ liiiiiKUi piolilrm 
und(*ilying thr valuable ,s( ientist's rL- 
fusal. 

Th(' seii-ntist was, in tael, i<'sporidiiig 
not to the manager but to liis rnvn feel¬ 
ings of hmt and neglect b\ tlie manage¬ 
ment. Ilis liml may be rc'al or imagi¬ 
nary. To him, it is vrjy le.il indrc'd. 
Iak(‘ all oi us. he iuteijnefs his mana- 
gc'r’s diieciivc'.s m' trams nf the seiili- 
inents uppemio.st in his mind. He ivS not 
able to identifs' on his own his iespouse 
to his manager. Noi does he feci fiee 
to exprciss to the managc'r liis feelings 
oi uegh'ct. Most peoplr- have dilfieully 
in expressing their sc'ntiments and Ic'-l- 
ings to othcT peopk', especially to their 
.suporiois at work, d'lu' seic'ntist's les- 
ponse, licwcevei, is a signal pointing to 
a i)roblem at woik, and the' manager, as 
his supeiior olfiecr needs to jjic'k up 
this signal and find out what has gone 
wrong. This kind of uudeist.mding is 
the foundation lor an c*nviionment that 
can induce co-opeialion. 

rv 

^‘Employees Resist Change’' 

It has become almost a traditiem to 
say that new machinery or practices can¬ 
not be instituted in an oiganisaticm bo 
cause employees resist change. The op¬ 
position olfered by unions to mech.ini.sa- 
tioii, the management’s fnistraticni in in¬ 
troducing new systems and procedures 
are cpioted as (‘vidcnce that c*mpIoyec\s 
do not take! happily to the changes ma¬ 
nagement may want to institute from 
time to time. The.se expiuiences arc leal 
enoiigli bnt there an- also a vc'ry consi¬ 
derable number ot instances of accept- 
nnee ol change. In a number of compa¬ 
nies automation tind computc^ri.salion 
have heen acet-pted w'ithont serious dis¬ 
location of vvoik. In some oiganisations, 
t'luployc'cs have sought changes on their 
own.* 

In the normal course of events, people 
accept changes in habits, ways of life, 


values, sometime.^ without even being 
;nvaic of having changed. Evidence 
suggests that a few kinds of changes arc 
lesislrd and seveial (itlicrs arc not. 
.Vi^ain, change, is lesisled under certain 
(onditions and not in others. Reported 
iciK t‘s ol intioducing computers or 
aiitoinatid mafhiiH -tools show that th^ 

.line tiade union h atleis accept them in 
rm/ oiganisalion and reject them in 
anolh' i. 'rh(> atcnpl iob evaluation and 
.ippi.usal in one .setting and disallow 
them in another. 

Ih -^islanee to eliangc seems to have 
two components: (a) the characteristics 
of an oiganisation that may facilitate oi 
lu’ndt'r eniido>i‘<*s’ acceptance of change 
and (b) the nature of change. There is 
<‘vicli'nce to suggi^st that changes that 
involve Irasie religious or social values 
.lie resisted and (hose that generally re¬ 
late.' to tlie work situations an* not ueers- 
sarilv n jeet(‘d. 

'rh(' pt ifietratiou of tlie myth that peo¬ 
ple icsist change is often a rationali.sa- 
lion of two kinds of problems experienc- 
(d by tire nranager. They are : 

(i) Lack of ability to deal with the 
social pnreessos that are inherent in 
all changes; and, 

(ii) u'liietante to change himself as re- 
ijiined by the total change situa- 
lioti A('er{)lanec of change is just 
as difficult at the top and senior 
levels ot management as it is at 
lower levels. 

Oiganisations generalise from thtur 

failnies to introduce change and diag¬ 
nose liom it that the failure is due to 
men's uahrral resistance to change. Fail- 
mo could be due to management’s poor 
pel spcctives, or their own failure to 

change themselves. In one large family- 
owned organisation, the failure to intro¬ 
duce professional management was pri¬ 
marily due to the fact that owners saw 
no need to change their own behaviour; 
thev w^'lnte^l all other people in the or¬ 
ganisation to change. 

It ireeornes necessary that the 

management caK'tnlly examine whether 
that which appears to l)e resistance to 
change on the part of employees is not 
du(i to some characteristics of their 

oiganisation or of the planning of 
change itself, nr more importantly, to 
their own unconscious desire to effect 
(hauge in other people but not in thejn- 
selvr s. I liave personally found that the 
most difficult phases of a change pro¬ 
gramme in organisations is the change 
at tie* board level, among the top- 
mo I and senior managers. Overcoming 
this r\ si.stanee paves the way to an 

* TIu sc ideas are tliscussed in detail 
in ]3aya), I, “Precrjndition for Using 
Automated Technology”, I L O 
Conference, 1970. 


prograirtnm^at^ 

Briefly the four characteristic assump¬ 
tions of inanagccnent in India are 
comparable to myths in a coinmunity. 
My pmpirse in 'discussing these beliefs 
is to emphasise that sometimes what 
ma>’ appear to be reality may not be so 
on more careful examination. Establish¬ 
ing the reality in hchavioui i.s a neces¬ 
sary eondition for a healthy human or- 
gani.saliou. In this pursuit, management 
seems to have little choice but to de- 
vrdop kec’u awareness of human interac¬ 
tions in tlu- organisation. 
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roblem oi Labour Commitment 


N R Shcth 


While there is increasing concern among the managerial elite about emploijees* lack of interest or in*, 
volvernent in their work, the terms they use to explain the phenomena are often oversimple and one^ ^ 
sided. 

There is, for instance, the classic myth about the ^economic 7 nan* suggesting that an employee's 
principal motivator is money or some other form of material wealth. Hence the unsuccessful attempts to 
raise workers* commitment through frequent doses of monetary incentives. 

In fact, the main lesson of several recent studies, intended to analyse the problem of employee^ 
commitment to their jobs, has been that it is essential to raise meaningful questions regarding commit^ 
mcnt within specific technological, regional, or cultural contexts. The studies have also exposed the inade* 
quacy of overt behainour patterns in analysing problems of labour commitment, emphasising the attitu* 
dinal and sentimental aspects of the relationship between an employee and his job or employer. 

Indeed, in this context the role of managers in creating—or failing to create—adequate commitment 
among workers needs to be especially focused on. Often too, contradictions of organisational structure 
- such as when individuals tvork under particular persons but have to report to others—lead to un^ 
pleasanttiess and consequent lack of commitment. 

Apart from psycho-social factors, the technological factor merits attention insofar as the less em^ 
ployees feel that they are meaningfully contributing to the end product or the less they feel that they 
have a say in the technology used the more alienated they get from their jobs. This is why the highly 
committed are generally also the highly skilled and endowed. 

What emerges is that the workers* lack of cojnmitment is something of a myth which merits far 
closer scrutiny to help formulate a ivork/management environment which is far more conducive to 
greater productivity. 


THERE seems to be an increasing con¬ 
cern among the managerip^ elite in our 
• country about what Is described as lack 
of interest or involvement in work on 
the part of employees in industrial, 
commercial and other organisations. On 
various occasions, one hears business 
leaders and managers complaining about 
problems such as "there is no motiva¬ 
tion to work among employees these 
days”, "workers are not interested in their 
work”, "they are more conscious of their 
rights than of their obligations to the 
organisations for which tliey work”, 
"employees seize the slightest opportu¬ 
nity to protest against the management 
as they basically do not want to work”. 

Such complaints are now made par¬ 
ticularly about white-collar workers (es¬ 
pecially bank employees, government 
staff, etc) and even middle-managerial 
levels, mainly in the context of the 
growth of trade unionism among the 
latter groups. A dramatic example of 
this belief regarding professional per¬ 
sons' attitude to work was recently pro¬ 
vided by some of the managerial and 
public response to the recent agitation 
by commercial pilots.* Similar anxiety 
is expressed from time to time regard¬ 
ing the lack of adequate work-involve¬ 
ment among students, teachers, research¬ 
ers, etc. Interestingly, most people who 
raise this question try to offer an ex¬ 
planation for the lack of interest or In¬ 
volvement in work. Some regard it as 
a manifestation of the genenil atmos¬ 
phere of indiscipline in the world. 
Others believe it reflects the growing 


economic fruslralion iii tho country and, 
in particular, among the working classes. 
Still others asenbe it to the psychologi¬ 
cal and social pressures imposed on the 
individual by modern technology. And 
so on. 

The problem of employees* behavi¬ 
our patterns and attitudes is stated 
through the use of such divergent terms 
as motivation, interest, resrwnsibilily, 
willingness to work, and work-involve¬ 
ment. Social sdentists often discuss 
these problems under the umbrella of 
the c'oncept of motivation. However, 
tliere is a sense in which motivation 
should be regarded as one of the seve¬ 
ral factors influcncbig the worker's be¬ 
haviour at work. It will be more useful 
here to understand the problems men¬ 
tioned above in terms of the concept 
of commitment w’bich has attracted the 
attention of several .social scientists in¬ 
terested in Indian industiialisation and 
its social implications. Altlioiigh con¬ 
siderable lescarch material is available 
on the subject, the problem of labour 
commitment in India has so far been 
studied in a p/cccmoal manner. Much 
confusion prevails on the concept and 
analysis of workers' commitment by va¬ 
rious scholars. Consequently, the e.xist- 
ing literature leaves little sccjpe for a 
meaningful comparative study and ge¬ 
neralisations. The various scholars have 
used different indices to describe labour 
commitment and highlighted different 
factors affecting it, but in my knowledge, 
there has been no attempt to understand 
tho problem of commitment in its to¬ 


tality. I shall first briefly examine the 
available major studies on the subject 
and then try to formulate an integrated 
approach to tlie analysis of workers* 
c(jiTiniitrnent to work. 

I 

One aspect of the problem of labour 
commitiq(mt in India was first highlight¬ 
ed by a few British administrators and 
social scientists^ who came in contact 
with the emergent industrialisation pro¬ 
cess over fifty years ago. Subsequently, 
the Royal Commission on Labour in 
India^ pointed to this as a serious pro¬ 
blem for Indian industiv. These experts 
were struck by the incidence of low 
pr(5ductivity, indiscipline, absenteeism 
and high labour turnover prevalent 
among industrial workers and ascribed 
these t(j the rural-agiiciillmal nexus of 
the Indian population, their physical 
weakness, their tra<iitionalistic outlook 
and excessive loyalty to the institutioiis 
ol caste and joint family. In those 
years, there was a high proportion of 
floating workers in the urban-industrial 
centies; people migrated to the towns in 
.search of jobs, but soon returned to 
their villages to fulfil their obligationi 
to their families or land. These facts in¬ 
duced the oontentiori that the institu- 
Hcjiis ol Indian society demanded from 
factory workers an allegiance which was 
incompatible with their obligations to¬ 
wards their employers. 

These facile assumptions were sub* 
sequendy questioned in Ae light of 
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information on induttriolisation collected spite of the rural-agricultural nexus of attracted by them and the problem rf 


by social scientists in different ports of 
the world. In the first place, it was 
realised that complete, undiluted loyal¬ 
ty to factory work is only an ideal. In¬ 
dustrial sociologists and psychologists^ 
have shown that the x^roblem of incom¬ 
patibility between the demands of one’s 
job and those of otlier social activities 
within as well as outside the work place 
exists even in the most advanced in¬ 
dustrial societies. Conveiscly, studies of 
the x)rocoss of industrialisation in some 
non-industrial societies indicate that 
their traditional social institutions are 
not always and altogether incompatiblo 
witli the demands of industrial organi¬ 
sation. For instance, the study of a Gau- 
temalan community by Manning Nash* 
points out several aspects of traditional 
comnuinity life and values which facili¬ 
tated workers’ commitment to the fac¬ 
tory. I'ho process of learning agricul¬ 
tural activities and the values of lime 
and space prevailing in their society 
were significaiitly similar to the corres¬ 
ponding processes and values in indus¬ 
try. In this regard, most of us are 
aware of the example of Japan. The life¬ 
time reciprocal commitment between 
tlie Japanese woikers and their employ¬ 
ers glorifies the compatibility between 
the institutions of a pre-industrial socie¬ 
ty and the needs of modem industry. 
We should not, therefore, regard the 
problem ol labour cominitincnt as a 
special problem picvailing only in .so¬ 
cieties such as India’s. 

Recent studies of the industrial labour 
force in India have indicated that the 
initial thinking on labour commitment 
has very limited validity. The obsei-va- 
tion that factory jobs were manned by 
poverty-stricken low-caste migrants from 
villages who were pushed out into the 
strange world of the town and the fac¬ 
tory and anxious to go back to the 
wannth of the family and friends was 
no doubt true for the earlier years oi 
industrialisation in India. There was at 
that time a large contingent of labour 
moving from factory to factory and 
from factoiy to villages and back, re¬ 
sulting in the problems of absenteeism, 
turnover and casual labour. But there is 
evidence* to show that even during this 
formative period, turnover and absent¬ 
eeism were caused not only by lack of 
commitment on the part of workers, but 
also by the employers’ unwillingness to 
bear the immediate ccx>noinic burden 
implied in hiring a permanent laln)ur 
force. As industrialisation expanded, in¬ 
dustrial labour ceased to be the nxaio- 
poly of low caste migrants from vil¬ 
lages. We must also remember that in 


Indian society, tljo country has for cen¬ 
turies had an urban sector with a so¬ 
cially heterogeneous population practis¬ 
ing a variety of crafts and services.^ The 
relation between caste and occupation 
ill Intlia has for long been elastic in 
many cases and change of occupation is 
not as uncommon as some people be¬ 
lieve. These urban castes slowly enter¬ 
ed the factories as they were built in 
their neighbourhood. In most cases, 
these norkcis Nvere not pushed out from 
their ancestral jobs into the factories, 
but were po.sitively attracted by the 
wages and ojiixirtunities offered by in¬ 
dustry. Also, the urban workers were not 
uhVnatcd from their community bonds, 
as their main social groups were at or 
near their place of vvoik. 

Migrant workers, too, changed their 
oiientations and attitudes in the course 
of time. These workers had their joint 
iamilies and other comnmnit>' bonds 
back in their native villages and they 
Were obligeil to visit the villages for 
social occasions such as weddings and 
death,s. However, when factories began 
offeiing incentives for regularity and 
protliictivity, these workers were gene¬ 
rally atbact<'d by such incentives anti 
gradually leduced theii visits to the vil¬ 
lage. If a worker had his father or bio- 
ther III the village, these relaliv<\s took 
care of his social obligations and also of 
whatever land he possessed. In fact, tiu* 
johit fainily was interested in the money 
earned by the worker, as it supplement¬ 
ed the income of the whole family. 
Hence the family system facilitated 
rather than obstructed his commitment 
to the factory. Moreover, a large number 
of workers brought their immediate and 
distant relatives to the town to work in 
lh<j factory or to rect‘ive the educational 
and other facilities offered by urban 
centres. Thus the workers* feeling of 
being alienated from their community 
life gradually declined. It has been 
found that in large cities and towns, 
the first migrants are strongly affected 
by the urge to go hack to tfie village, 
but the subsequent generations of mi¬ 
grants show progressively more com¬ 
mitment to urban life and to factory 
work. 

It must be emphasised that to a con¬ 
siderable extent the migrants showed 
lack of commitment not just because 
they were socially uprooted from the 
village but because the town Cff the 
employers failed to provide them the 
minimum facilities for housings lecreat* 
tion, education, etc.* As these became 
available and as emplc^ers undertodk 
measures of social security^ wodken were 


commitment became less serious. Mere- 
over, the so-called traditional society 
which was originally conceived by ob- 
scivcrs as respon.sible for the commit- 
mfmt problem is not a static entity but a 
dynamic one. Over the last century or 
so, since iriodoin Indirstry began in thi.s 
country, norms and values have chang¬ 
ed both in the urban as well as rural 
areas. The urban-industrial way of life 
has become more and more acceptable 
to workers. # 

Several social scientists have recently 
demonstrated that industrial workers in 
India are considerably committed to In¬ 
dustrial work. Lambert,® for instance, 
adopted factors such as contact with 
modern industry, labour turnover^ at¬ 
traction to factory jobs, attitude to em¬ 
ployer, feeling of security, desire to 
leave the factory, etc, as indices of com¬ 
mitment, and found that the labour 
force in the five factories he studied was 
fairly committed to industrial work. 
While young workers were more com¬ 
mitted than old workers, skill, income 
and education made no difference to 
the extent of commitment. Vaid’s 
study which mainly focused on atti¬ 
tudes to job and employer as the indi¬ 
cators of commitment (labelled as ad¬ 
justment), showed that workers with 
higher job-status, higher education, 
higher skilL and using superior techno¬ 
logy were more committed than others. 
On the other hand, Sharma’s study of 
automobile workers (mainly using job 
satisfaction and satisfaction with the 
company as indices of commitment) 
as well as his analysis of several 
research studies on the subject led 
him to the conclusion that workers in 
India were fairly committed to work 
ami tlrat, apart from work technology, 
socio-economic factors made little diffe¬ 
rence to the degree of commitment.' 

However, the scholars mentioned 
above do not suggest that the problem 
of labour commitment has ceased to 
exist. In fact the main lesson to be 
leamt from these studies is that it Is 
essential to raise meaningful questions 
regarding commitment within speoiflo 
teclmological, regional or cultural con¬ 
texts. All the three studies mentioned 
alcove have referred to the importance 
of technology as a factor in employees' 
commitment. A major researdb project 
is already under way to study the im¬ 
pact of technology on workers’ commit¬ 
ment. Similarly, it is essential to con¬ 
sider worker commitment in the con¬ 
text of the programmes of industrial de¬ 
velopment in a gtven region or cul¬ 
tural area. In sdoie casea^ as Laioa- 





W liotated mit, iodnstiid organ!- 
satEoiis may make tjieir woric-force 
overoommitted by providing th^m 
with very attractive social and econo¬ 
mic benefits. In other cases, emplo¬ 
yees may feel overcoimnitted to ari 
organisation if it enables them ta meet 
all their soda! obligations alongside 
the obligations to the employer. Such 
people may refuse to accept alternative 
jobs although diey may have the re¬ 
quisite skills and knowledge. Such 
actions may be beneficial to both the 
employee and the employer in the 
short-run, but It may bo dysfunctional 
to the long-run development of both. 

II 

This brings us to a crucial question 
for the present discussion: what sort 
of commitment does an employer or 
manager look for in the employees? We 
have seen that the early writers on the 
subject used such explidt indices of be¬ 
haviour as low productivity, absen¬ 
teeism, labour turnover, and indisdpline 
to represent workers' commitment to 
their jobs. But it is now well-recog¬ 
nised that these patterns of inass-beha- 
viour do not necessarily reflect the 
. degree of interest or involvement in 
ones job. The conventional data on 
absenteeism, for instance, include not 
only unauthorised absence, but also 
authorised leave of absence. Also, as 
Vaid^^ suggests, among employees who 
are habitual absentees, those who dis¬ 
like their jobs and want to avoid work 
may not always constitute significant 
proportions. Similarly, labour turnover 
may sometimes be desirable for the 
growth of an organisation (if for in¬ 
stance, it results in the development of 
young workers or new leadership pat¬ 
terns). Also low productivity cannot in 
itself be attributed to inadequate labour 
commitment, as productivity is a func- 
tibn of numerous technological, organisa¬ 
tional and environmental factors besides 
labour input. As j^gards indiscipline, it 
is often a response to management be¬ 
haviour or to the influence of external 
forces. It is indeed hazardous to auto¬ 
matically equate indisdpline with lack 
of comndtinent on the part of emplo¬ 
yees. 

The inadequacy of overt bdiaviour 
patterns in analsrsing problems of labour 
commitment has been obviously recog¬ 
nised by the more recent scholars, in¬ 
asmuch 08 they (Lamb^ Void, 
Sharma, etc) have emphasised the atti- 
tudinal and/or a^ntimental aspect of 
the relatknudiip between an employee 
and Us job or Mployer» Usually, the 
blldwr ^e QOmpOfite score a person 


earns on a batfceiy of attitude or ppinkm 
S'jales (regarding his satisfaction with 
work, the spedfic Job,, tiie job environ¬ 
ment, the organisation and its manage¬ 
ment), the more committed he is con¬ 
sidered. Such instruments of attitude 
measurement have their significance, but 
it is important to recognise their inbe* 
rent drawback m achieving the task 
they are designed for. As an illustin- 
tion, a person who says he likes or is 
satisfied with his job, his immediate 
superior and work situation, the com¬ 
pany for which he works and so on, 
may not necessarily be involved in his 
iob to the optimum degree. Overall 
satisfaction with one's work atid en¬ 
vironment may facilitate commitment, 
but should not be equated with it. In 
fact, it is not uncommon to find people 
who are so satisfied with their jobs and 
colleagues that they do not see any 
need to put in llK*ir best cffoit in their 
work. 

If both tlic behavioural and attitu- 
dinal aspects are insuffldent to provide 
valid criteria of work commitment, as 
1 believe they are, what criteria should 
we adopt? There is little research 
ground on which to answer this ques¬ 
tion. But judging from some direct 
and indirect experience, I would sug¬ 
gest that most of the difficulty regard¬ 
ing the handling of the concept of 
commitment arises because the scholars 
have so far used either behavioural 
data or attitudinal data. Of course, 
Lambert has indicated the rele¬ 
vance of both types of data for 
understanding commitment, but in the 
analysis of 1^ own data, he has used 
the two aspects as almost discrete en¬ 
tities. Commitment needs to be des¬ 
cribed in terms of an integrated set of 
behavioural and attitudinal variables. 
Typical examples of committed work¬ 
ers are: (i) a highly skilled machinist 
who has made some valuable sugges¬ 
tions to the supervisor regarding im¬ 
provement In quality and efficiency. 
This man would hardly remain absent. 
He might challenge the authority of the 
supervisor on petty matters of discipline. 
He might reject an offer of promotion 
to a supervisory position, as tlie pro¬ 
motion result in some loss of skill. 
(ii) A young engineer in charge of a 
designs department,, who regards his 
job as a hobby and works for long 
hours outside scheduled work-periods, 
legardless of the personal and familial 
inconvenience he suffers from day to 
day; (ii) A teacher, researcher or writer 
who undertakes 'impossible' workloads 
because he regards his work as a way 
of life* ratiier than just a job. 


Generally, sudi cases of easflfy 
tifiable ccmunitiiient are found Cady 
the upper levels of skill, authority 
social status. At the lower levels 
cases of sustained and strong commits 
ment ai*e likely to be scarce. Hencd 
precise criteria for ineasuritig efficiency, 
abseiiteeisin, discipline-maintenance, in¬ 
terest in work and work-environment 
need to l>e worked out. What is more 
important, tlie relative weightages of 
the vaiious criteria need to be clearly 
decided for specific organisations and 
job-categories. This clarity can be 
achieved only to the extent that the 
technological, psychological and social 
demands of a job are clearly spelt out.. 
It is of little value to examine Ae 
relationship between a job and its In¬ 
cumbent until the goals and the ele¬ 
ments of the job are properly under¬ 
stood. 

Let us now assume that an analysis 
of commitment to work in an organisa¬ 
tion on the lines just indicated reveals 
lack of commitment among some em¬ 
ployees. The next step then would be 
to understand the factors affecting low 
commitment. Scholars have so far tried 
to understand commitment in relation 
to physiological, psychological, social, 
technological and environmental forces. 
Let us briefly examine Ae lines of 
thought on these factors. 

The comparatively low productivity 
of Indian labour is frequ^tly ascribed 
to poor physiological standards. How- 
€*.ver, it is common knowledge that 
Aesc standards vary from group to 
group and region to region. WiA the 
increased availability of environmental 
and technological controls over biolo¬ 
gical factors, the latter's importance for 
workers commitment and productivity 
may be only marginal. 

The importance of psychological 
factors for interest and involvement in 
one's job has been brought out by a 
large number of researchers in the 
West as well as in India.” A person 
is driven to work by a series of psy¬ 
chological and social needs. These needs 
range from Ae elementary biological 
drives (food, shelter, etc) to the higher 
categories of social needs such as 
achievement of status and recognition. 
In many cases, employers and manag¬ 
ers tend to build up certain myths 
about employees' needs. There Is, fpf 
instance, Ac classic myth about tlio> 
'economic man' suggesting Aut an em¬ 
ployee's principal motivator is mqnt^ 
or some oAer form of material weiWr. 
In such cases, employers try laise 
workers’ commitment thsoug^ frw^ent 
doses of monetary incentives^. However, 
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such attempts are bound to yield nega¬ 
tive results if the enjployees’ needs are 
other than wealth. 

Social scientists have sliown that an 
important psycho-social need of human 
beings^ i c, the need for self-f iiHilinent, 
is closely related to the technological 
context of work. Thus Blauner,^* 
Woodward,** and others have produced 
empirical evidence to suggest that as 
society moves from simple craft-orient¬ 
ed teclmology to modem mass-produc¬ 
tion systems, the woiker feels increas¬ 
ingly alienated fiom his job, resulting 
in progressively decreasing commitment. 
In the Indian context, Sliarina** has 
already suggested technology as a 
major factor influenc'ing workers' job- 
involvement. Studies on the relation¬ 
ship between techTiology and work 
alienation are still at the level of broad 
conclusions. But if tljc growing com¬ 
plexity of technology can be shown us 
directly related to alienation, technology 
may well turn out to be the cruc’al 
factor in workeis’ coinmilment. 

The significance of sociological fac¬ 
tors for labour commitment was recog¬ 
nised by the earliest wi iters on the sub¬ 
ject, as we have seen earlier, although 
these writers dealt only with a few of 
them. In fact the sociological expla¬ 
nation for lack of commitment is fairly 


simple. Eveiy person acquires beha¬ 
viour traits, values and attitudes from 
the various social groups (such as 
family, school, friendship group, neigh¬ 
bourhood, voluntary -associations) in 
wliich he undergoes the process of so¬ 
cialisation. His attitude to and In¬ 
volvement in his job will depend upon 
the responses he has acquired from the 
various groups to which he has be¬ 
longed. It may be that in particular 
cases workers are overwhelmingly in- 
iluenccd by an atmosphere of indisci¬ 
pline and apathy to work prevailing in 
the; immediate suiToundings. But in 
general, lack of commitment is likely 
to be a complex phenomenon which 
can he explained not in terms of single 
factors but in terms of multiple factors, 
interacting among themselves. 

On the other hand, the role of an 
employee in an organisation should be 
understood as one of many roles he 
plays in his social life. Apart from his 
formal work-role, he is a member of 
his family, his local community, his in¬ 
formal group within the organisation, 
trade union and so on. These various 
roles often make incompatible demands 
on the worker. He has to make choices 
and, in the process, he often follows 
the norms of his family or factory 
friends and thus makes compromises 


with his loyalty to die work-plaoe. On 
other occasions, the same man may ba 
fully committed to his job and may 

corisi*(jiicntly make compromises with 
his loyalty to his family or friends. Al¬ 
though people may strive to adiieve a 
balance among their various loyalties* 
an 'ideal* balance can hardly ever be 
struck. This constraint oa commitment 
can easily be overlooked by managers 
and lead to a serious gap in under¬ 
standing between the supervisor and 
his subordinate. ^ 

An extremely important set of fac¬ 
tors which have so far been overlooked 
in the discussions about labour commit¬ 
ment, relate to the overall organisa¬ 
tional structure within which employees 
perform their tasks. As mentJoned 
earlier, some scholars have pointed out 
the role of employers* behaviour in the 
lack of commitment among industrial 
workers during the initial period of in¬ 
dustrialisation. However, the i>oint I 
wish to make here covers a more com¬ 
prehensive concept of commitment. 
Following the concept of an organisa¬ 
tion as a socio-technlcal system,*^ let 
us assume that the technical system 
(division of activities in relation to the 
available technology) and the social 
system (role-relationships, including the 
distribution of control and Tesx)ODsi- 
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bfitty) ^ Integrated by the manage¬ 
ment towards the attainment of the 
primary goals of the organisation 
(achievement of profits, production ot 
goods, services, etc). In many cases, 
the social system within an organisation 
(division of roles and role-relationships) 
may not be adequately matched with 
the demands of the technological 
system. For instance, a nurse in a 
teaching hospital may be placed in 
charge of a largo ward to work with 
die ward doctor, but she may be re¬ 
quired to report to the matron or ad¬ 
ministrative officer. In such a case, 
constant confusion may occur in the 
work-relationship between the doctor 
and the nurse and thus both may fall 
short of the exi)ected standards of per¬ 
formance. This may easily be misintei- 
preted by the hospital management as 
a lack of commitment on the part of 
the employee oonoemod. On the odicr 
hand, a workshop manager with a 
dearly structured role relationship 
with his subordinate may habitually 
give vague directives to the latter. The 
subordinate may thus be prevented 
from putting his best ability into the 
job and may eventually be punished for 
4 his lack of application or interest It 
will be very useful for social scientists 
as well as managers to examine the ex¬ 
tent to which lack of commitment 
among employees is a reflection of 
current management practices. 

In fact it must now be clarified 
that the terms ‘worker, 'employee' and 
labour^ used in relation to commitment 
are meant to cover all levels of wortc- 
ers including the management. Hie 
discussion on the problem of commit¬ 
ment and its various factors applies as 
much to managers as to workers. It 
is indeed a pity that commitment on 
the part of management has been taken 
for granted by most social scientists in 
the field of industrial and organisa¬ 
tional studies. For instance, the role- 
conflict between the demands of the 
work organisation and those of other 
groups (family, political peurty, dub) 
may assume quite serious forms in the 
case of some top managers. His com¬ 
mitment to politics or to diaritable in¬ 
stitutions may fulfil most of his psycho¬ 
social needs and thus prevent him 
from fulfilling his obligations to industry 
or business. The effect of this may be 
mudi greater than the combined effect 
of the loyalties of many cmi^oyees at 
die lower levels. 
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Preferential Policies Examined 


EVEN with t]i(' prefeiential treatment 
now offered by some industrialised 
nations to manufactured products iioin 
developing countries, the key to suc¬ 
cessful exporting in the long rtin will 
b(^ "competitiveness of price and quali¬ 
ty" — a United Nations committee has 
warned. The view has been expressed 
recently by the Commilteo on Industries 
and Natural Resources of the? United 
Nations Economic Commission for Asia 
and the Far East (ECAFE) in a report 
of a session held in Bangkok. The 
report reviews among other ^luestions 
the Comniitov’s examination of two 
major items — the causes of disparities 
among developing countries in industrial 
growth rates, and the possibilities for 
promotion of export industries to take 
full advantage of new preferential 
policies designed to aid developing 
countries. 

On the question of preferential treat- 
ment, the Committee said: "No douht 


the willingness ol the df*vrloped country 
to allow entr>, and the inclusion of ma- 
mifactun'd ])»oducts commonly made in 
developing conntiies in the bst of items 
for prclt'rculial tieatiiuMit, were impor¬ 
tant, but the fact that nnlv international¬ 
ly competitiv(‘ gf>ods can fiml markets 
cannot be overemphasised.” 

The Committee sbessed the "crucial 
role" of (lualily control, standards and 
productivity iu achievement of competi¬ 
tiveness, and cautioned that "a totally 
new approach” might be ne(?dcd ill 
coiiiilfies which so far had produced 
manulactiired goods toi more or less 
protc’cted diwm’stic markets. 

In addition, the Committee cited tha 
need for action in the industrialised 
countries to pave the way for applica¬ 
tion of preferential policies. Such 
tion, it said, would indeed be a realistic 
first step to enable the developing 
countries to increase tlieir manufacturing > 
output. 
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Britii^ Policy and Birth of Cong^eese 

Sudbir Chandra 

New lodiai 1885: British Official Policy and the Emergence of the Indian 
National ingress by Briton Martin, Jr; Oxford University Press, 1970; 
pp xii + 365; Rs 55. 


THE melancholy of reviewing a post- 
humoui^ work is in the present case 
deepened by the thought that Briton 
Martin, Ir was just thirty-eight at the 
time of his death, and still collecting 
material in Poona. That he was work< 
ing in India indicates his realisation 
that a study like the one he had under¬ 
taken, involving interaction between 
British afhcial policy and Indian pub¬ 
lic opinion, could not be complete 
without thorough acquaintance with 
contemporary Indian sources, only a 
few of which he had been able to see 
in England. In a sense, therefore, the 
work is incomplete, not really appro¬ 
ximating to the idea the author had 
in mind. And yet this is the most de¬ 
tailed and comprehensivp account of a 
crucial year pregnant with epochal de¬ 
velopments in the history of modern 
India. Here is the kind of study that 
is required by the paucity of known 
facts about modern India, the kind 
that alone can make possible macro¬ 
studies and fairly reliable interpreta¬ 
tions and generalisations. 

While i>osing the problem Martin 
hits the nail on the head. The growing 
body of English-educated Indians hav¬ 
ing been constantly ignored by the 
government, Ripon was the first pro- 
consul to underscore the wisdom of 
wimiing it over to the British rule. 
This marked a major shift in official 
policy which, reaching its high-water 
mark under Lytton, the Tory stooge, 
had hitherto been to keep the upper 
classes in good humour. The educated 
Indians, called the baboos derisively, 
had been taught, complained the poet- 
viceroy, to write semi-seditious articles 
by the English themselves. He 
hoped to silence this pack of barking 
dogs by throwing to them a little por- 
tlon of fhe loaves and fishes of govern¬ 
ment employment. The problem that 
Dufferin, Ripon*$ successor, encounter¬ 
ed was whether to deal with the edu¬ 
cated Indian in the liberal Riponian or 
the callous Lyttonian style. His course, 
points out the author, was to be de¬ 
termined by the answer he gave to the 
^antieia: this eduiiated alass 

One illdbir ^ government could af¬ 
ford/ ignore» alienate^ and illow to 


become detached in its search fpr res¬ 
ponsibility and representation?'* The 
answer was given for him in the af¬ 
firmative by Kimberley, the secretary 
of state for India. The latter looked 
upon educated Indians less as a xdass 
and more as a clique, Bengali in Voice 
and number. He would not, however, 
risk the restoration of Lyttonism; he 
stood for a golden mean in utter dis¬ 
regard of Ripon's sound warning that 
his solution, having once been tried, 
could not he set aside; a warning that 
had been supplemented hy the wild 
countrywide demonstrations in Ripon's 
honour. The diplomat in Dufferin blind¬ 
ed him to the reality of the new.,situa¬ 
tion. Professional faith in words made 
him think that he could please every¬ 
body: “there would be", writes Mar¬ 
tin with a suggestion of sarcasm, 
“strict impartiality to all, yet a pat on 
the back for the Convenartted officials 
so vital to British rule; there would be 
continuity of policy, yet no radical re¬ 
forms or ‘Midlothianizing’ of India". A 
prompt and prophetic warning was 
forthcoming from Indians whom unbro¬ 
ken experience of broken promises had 
taught to see through professions: “He 
who tries to please all pleases none, 
and must perforce swerve from the 
path of duty and justice." Within one 
year, 1885, Dufferin was to be forced 
by circumstances to swerve from the 
middle of the road towards Lytton's 
path, thus widening the chasm that 
divided the British administration and 
the educated Indians. 

The latter, having in their enthus¬ 
iasm compared Ripon to Gautama the 
Buddha, were naturally expectant, and 
tantalisingly so, about the stance his 
successor would fake. The successsor 
chose the Calcutta Trades Dinner on 
January 30 to soothe their anxiety. He 
stated that he wished to be guided by 
“a justice which neither prejudice nor 
self-interest can pervert and an im¬ 
partiality between all religions and 
races, which refuses to l>e irritated by 
criticism or cajoled by flattery”- But 
behind public pronouncements he was 
buay restoring official confidence in the 
Government House, and refraining from 
disturbing the Anglo-Indian commu¬ 


nity—something that demanded 
neglect of educiRed Indian opiate^ 
with its demands and grievances. 
was clear from his aceepiance of 
beriey's decision-againat Ripon's 
posal for raising the maximum 
limit for the convenanted civil servleis^ 
exminiiation in London, as also 
his unfavourable attitude towards 
question of council reform. Thus 
the two issues that exercised educat^^^ 
Indians the most, Dufferin was set 
a clash with them. . 

Meanwhile educated Indians 
seriously pondering on the possibilitiia ,1^ 
and best modes of national politid^/' 
action, Independent of the government ^ 
and with the ma^toum of consensus!^ 
from the provinces. Plans were belny 
put Forward, especially in the influeti:^^| 
iial daily of N N Son, the 
Mirror, for a national organisatloh, 
The old and the young generationa ot??: 
political leaders in Bombay had 
bined together to start the BomtM^y 
Presidency Association to fill the vold{ 
created by the long-dying Bombay As^ ' 
sociation. They also decided to form / 
a Tdegraph Union to counter in Eng^ ; 
land the insidious distortion of facti 
hy the Times* correspondent in Cal'-": 
cutta. 

This naturally brings Martin to deal' 
with Allan Octavian Hume, the sup* ' 
posed father of the Indian National 
Congress. Instead of relying on Wed- 
derburn, Hume's biographer and him¬ 
self connected with political develop¬ 
ments in India, Martin, unlike most 
scholars, collects evidence from a 
variety of sources to add depth to 
Hume's character and set it in pers* 
pective. He almost succeeds in mak¬ 
ing Hume stand before us, neither 9$y 
a self-abnegating hero nor as a self*' 
seeking rogue, with all his fnistratioiiS* 
vengeance, vanity, lying, remorse, w-i; 
pirations, generosity , and altruism; g : 
human being at the same time meant'" 
indifferent and noble. Yet the condq^ i 
sion Martin arrives at al>out the 
of remorse in motivating Hume's devor 
tion to the cause of Indian refoitn doas 
not appear plausible; basidas, it li;''' 
not borne out by what Martin subse*/'; 
quently writes about the relations bet-:, 
ween Hume and Dufferin. Writes Mg^A 
tin: “A sense of failure and personiliir 
inadequacy, a bitterness against 
bureaucracy, and a retreat into mystlv 
cism, esoteric philosophy, and ttsfni^'' 
Indian characterised the years hMus- 
diately following 1879. With time tbr 
reflection and introspection, Hutne dey 
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mere perionid concerns yet in ke^ng 
with his original radical aspfratfons^ his 
love for IndiB^ end his faith in the 
basic goodness and wisdom of British 
rule. Few people understood. Those 
associated with him in the higher posts 
of Government or during the years of 
failure remembered only the unplea¬ 
sant facets of his personality and 
damned him/' Just ten pages later, re¬ 
ferring to Hume's erroneous advice to 
Ripon about the likely reaction of In¬ 
dians to a proposed compromise on the 
llbert Bill, the author has the follow¬ 
ing to say: “A closer reading of 
Hume's letter reveals that it was chiefly 
motivated by revenge against the 
Anglo-Indian community, the Bengal 
Civil Service, and Rivers Thompson, 
all of whom Hume could claim had 
ruined him; he even advocated that 
Ripon remove Rivers Thompson from 
the lieutenant-governorship and pun¬ 
ish the Anglo-Indian community by 
moving the seat of government from 
Calcutta." 

An interesting fact that Martin apt¬ 
ly emphasises is the controversy bet¬ 
ween Hume and Malabe**! regarding 
' the relative importance of social and 
political reform. Hume insisted that so¬ 
cial reform should not be pressed at 
the expense of political reform as an 
attack on Hindu customs was bound 
to create dissension among the In¬ 
dian leaders. This is important because 
it gives a convincing lie to the widely 
accepted theory that it was at Dufferin's 
insistence that Hume had agreed to 
have political rather than social mat¬ 
ters discussed at the proposed gather¬ 
ing of Indian leaders in December. 
Dates are important. Hume joined 
issue with Malabar! in a letter pub¬ 
lished un February 1; the plan for an 
Indian National Union (which later be¬ 
came the Indian National Congress) 
was drawn up early next month by 
Hume in collaboration with leaders 
from Bombay and Poona; and Hume 
discussed the plan with Dufferin in 
May. 

But Martin accepts the essence of 
the traditional theoiy about die origin 
of the Congress, dating back to the 
famous disclosure by W C Bonnerjee 
in 1898, that it had been started with 
Dufferin's blessings. Rather than de¬ 
pend on Bonnerjee, Martin refers to 
the resume by Hume of his meeting 
with Dufferin in a letter written four 
years after the meeting. Hume's report 
that Dufferin ^warmly a)pproved 
1^^ imposal, ooBs^ering that it would 
at^ leaif Wbkit tho QqvehitttMil; trith ; 
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educated and intelligent classeo through¬ 
out the country'*. But the viceroy sti¬ 
pulated that his approval should not 
be made public. In view of the lapse 
of time and the none too feeble pro¬ 
pensity of Hume to misrepresent facts 
and even to tell lies, the letter to 
Ripon can hardly merit acceptance as 
unimpeachable evidence. More so when 
in a letter written to Rcay, the Bom¬ 
bay governor, immediately after the 
meeting with Hume, Dufferin clearly 
stated his unfavourable reaction to the 
idea of National Union. 

What is intriguing is that while. 
believing that Hume's idea had re¬ 
ceived Dufferin's blessings, the author 
opines that in not permitting official 
connection with the Union the viceroy 
had missed a golden opportunity to 
channelise Indian political development, 
thereby "thwarting the hopes of Ripon 
and Hume for Indian political deve¬ 
lopment in co-operation with the Gov¬ 
ernment". The verdict is difficult to 
accept. Supposing that Dufferin had 
blessed the Union, he had done the 
utmost that a viceroy could and should 
have done. Martin's judgment seems 
untenable not only in the light of 
Dufferin's argument for withholding 
official sanction, but also because the 
very nature of the relationship between 
India and Britain ruled out the possi¬ 
bility of Indian political awakening 
and foreign imperialism coexisting 
peacefully, working out a mutually 
agreed schedule of phased assertion by 
one and withdrawal by the other. Duf¬ 
ferin really had the last word when 
he explained to Hume: "Consider how 
awkward it will be for Lord Reay if 
Grant-Duff's administration comes to 
be severely criticised whilst he is in 
the chair". Martin himself recognises 
the nature of the fundamental clash 
between Indian and official British in¬ 
terests when he writes about the re¬ 
volutionary implications of the reforms 
proposed by the first Congress: "It 
was scarcely likely that the Viceroy 
and his officials, the chief targets of 
the reforms, would take the same view 
as the Congress of the proposals for 
the abolition of the India Council, the 
extension of the elective principle to 
the councils in India, and the reduc¬ 
tion of all official salaries; to say noth¬ 
ing of the reimposition of import 
duties." This was almost the minimum 
any national gathering of educated 
Indians would have demanded, irres¬ 
pective of whether it enjoyed official 
sanction or not. 

Vi^ed in this light, Martin's ex- 
planatioii that Dufferin became hostile 


materia) from a historical point 
view« It makes Iktle sense to ssy 
because having once given his bleif^i^ 
to the proposed Union Dufferin 
not go back on his word, he deci^M 
against arming "Hume's legions will 
weapons under the pretext of 
volunteering”. Hence the crystalitig^t. 
tion of his opposition not only 
Hume but also to the Indian demtad,^ 
foi volunteering. To hold this iS' by; 
attach exaggerated importance to HuBiil 
as a factor, whether positive or negUf 
Uve, in the making of official polic^^ 
In fact Martin himself shows at leng^; 
how reports by t(H> officials from diffe-^ 
vent parts of the country had oonviiie -4 
ed the viceroy of the unwisdom oiFv 
permitting Indian volunteering. 

With a rare richness of document#-,^ 
lion and details Martin describes the\ 
various spheres in which official poUe;:^ . 
was persistently ignoring and antagd-^' 
nising educated Indian opinion. ^ 
clearly establishes that Dufferin had:' 
really no time for domestic policy, ei« ' 
pecially after he had disposed of the / 
Bengal Tenancy and Local Seli^ ^ 
Government Bills. Content to |>lay. 
second fiddle to the boss in India 
Office, he agreed to the sacrifice of 
Indian interests to subserve the British' 
imperial policy in Egypt and the Sudan. 
Nearer India, and again in complete^ , 
accord with the London authorities, 
he adopted an adventurous policy to 
checkmate suspected Russian designs 
towards Afghanistan. This he did In 
the face of protests by his finance 
member, Colvin, who was naturally 
worried about raising funds for the 
forward policy, and by educated 
Indians who complained of the wanton 
disregard of their interests. Betraying 
something like Lytton's happy knack 
of seeing what he wished to see, Duf¬ 
ferin even claimed that Indian public 
opinion was behind his strategy and , 
prepared to shoulder any additional , 
burden. Furthermore, he added insult 
to injury by turning a deaf ear to the 
Indian demand that in the hour of - ; 
crisis they should be permitted to 
defend the country as volunteers. The ^ 
sad limitation of words was thus re-^, 
vealed much sooner than might have V: 
been expected. In ' January Dufferin 
had succeeded in leaving a favourable 
image on the educated Indian mind. 
With varying degrees of optimism — 
in some cases scepticism — he was ex¬ 
pected to continue Ripon's policy. Byr 
April, within two months of the Tra(M; 
Dinner speech, this had given way Uy 
pessimism. Educated Indians^ says., 
Martin, now "saw emerging the liseg^ 


mAnts of Lotion's poUey of frmperia* 

The change of i,overnment in Eng¬ 
land with a new secretary of state, 
Lovd Randolph Churchill, carried Duf- 
fertn further away from an understand¬ 
ing with educatx^d Indians and Hume, 
more so as a new imperial theme was 
added with the Burmese question loom¬ 
ing large on the Indian political hon- 
ion. This was a time when something 
novel and spectacular needed to be 
done to deal with Indian grievances. 
But Dufferin and Churchill were work¬ 
ing at cross purposes. Instead of hav¬ 
ing Indian volunteers, the viceroy pre¬ 
ferred a few Indian officers fiom thr 
upper classes, a proposal opposed by 
the young, stionght-aded secietary of 
state. The latter wanted to raise the 
upper age limit for the London exami¬ 
nation; bui Dufferin, who had opposed 
the idea in obedience to Kimberley 
during the early months of his vicc- 
royalty, stuck to the same view. More 
over, he was no longer interested in 
mt'cting the grievances of educated 
Indians; he was busy devising schemes 
that would win over the iipp<*r classes 
and the Muslims. With no understand¬ 
ing between Dufferin and Churchill, 
observes Martin, nothing happened, and 
the fleeting moment when something 
could be done passed not If) return 
again. 

Indian frustration kept on mounting. 
Despairing of obtaining relief from ihi* 
British Indian authorities, educated 

Indians decided to make a joint appeal 
to the British electorate on the eve ot 
the 1885 general election. Three dele¬ 
gates were sent to England to put foi- 
ward Indian grievances. But the 

authorities remained oblivious to 
these developments, and the Anglo- 
Indian /ournals minimised their im¬ 

portance by distorting and lidiculmg 
them. 

But the appeal to the British clecto- 
late (the Biitish Indian Association 
publicly dissociated itself) showed the 
cracks within the emerging Indian 
political opinion that was seeking a 
national manifestation from a common 
platform. It also exhibited the politi¬ 
cal naivety of educated Indians who 
hoped to influence the choice of the 
British elector by classifying a hand¬ 
ful of candidates as the friends and 
^unfriends' of India. What was worse, 
the peculiar turn of events connected 
with the Indian delegates made them 
appear as linked to the radical wing 
and platform of the Liberal party, re¬ 
ducing the Indian claim of neutrality 
to transparent hypocrisy. Martin 
follows the delegates from the time of 
their nomination and departure through 
their itinerary in England to show how 


they came to be witH the 

radical Liberals. The appealv In these 
circumstances, could meet with fust 
one fate, conspicuous failure: that it 
did. 

The failure left the educated Indians 
with no altf rnativc but to depend on 
themselves. The stage was set for the 
Indian National Union that had betn 
planni‘d as early as March. But the 
cjicumstances had considerably alter¬ 
ed. At this juncture came the last 
straw - the annexation of Upper 
Burma in the teeth of unanimous 
Indian opposition — inducing the 
thought that at no point during his 
lost year m India had Dufferin evinc¬ 
ed the slightest concern lor Indian 
interests. As a result five conferences 
were held during the last fortnight of 
1885, three of these being devoted to 
common Indian interests, and two of 
these three staking out claims as 
national bodies. Whatever the fact 
that two identical meetings were held 
simultaneously might mean, the second 
National Conference at Calcutta and 
the first Indian National Congress in¬ 
dicated that a sense of unity was at 
work within the divided, fissile In¬ 
dian population. Dntferin might have 
disregarded individual editors and 
leaders. The conferences and the con¬ 
gress weie, however, an altogether diff¬ 
erent proiK)sition. “They represented", 
writes Martin, "unknown and unpre¬ 
dictable qiiantitios". He summarises the 
vital development in the Indian politi- 


<M situfttion 

Om' beginnmg of 1885 the- educated (u- 
dian leaders were sliB searching for 
their role and purpose in British Indian 
society. By the end of the year they 
had found lK>th. *New India' stood 
forth unveiled. It stood in opposition 
to official policy." 

Tht? reforms that Dufferin now pro¬ 
posed to restore the waning influence 
of the moderate Indian leaders meant 
that in 1886 he was prepared to deal 
with the problem of educated Indians 
which he had refu.sed to take .seriously 
111 1885. He was too late. "The far- 
sighti'd, timtdy reform he might have 
given giadually during the previous 
\ear to encourage and guide the edu¬ 
cated Indian leaders he now intended 
to hand down as a defensive measure, 
to manipulate and counteract the ra¬ 
dical segmcMit, which he alleged was 
without question extremist in its criti¬ 
cism of his administration." This, one 
might add. was the theme underlying 
the national movement and constitu¬ 
tional development that culminated in 
the independence of India, 

It is difficult to refrain from com¬ 
plaining that neither the price of ♦he 
book nor the name of the publisher 
prepares the reader to suspect that the 
printing and the binding would be so 
atrocious—lines misarranged, words 
altogether missing, not to speak of 
misprints, and the binding not standing 
even ^one reading despite the most 
careful handling, 
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Princes in Indian Politics 


Wniiam L Richter 

" i 

The princes have assumed new and increasingly active roles within the political system. Strikingly 
it is the operation of that system to which the bulk of the responsibility must go for the increase in prince^ 
ly political activity. If the former rulers had been Veft alone** after giving up their thrones, only a f^: 
would have sought political office, but most would probably have faded fro?n public view. ^ , 

They were, however, not left alone; political parties intruded, offering the former rulers potiticdl 
status in exchange for the votes they could deliver from among their former subjects. Foremost among 
the parties exploiting this arrangement was the same Congress party which has recently tried to end mr 
princely privilege. 

Similarly, the events designed to eliminate the last vestiges of princely status have paradoxically 
led to the political revival of the princes who have been drawn into further political activity in defence 
of their privy purses and privileges and—by their perspective—their honour. As they shed the aloofness 
which has kept many out of competitive politics, the princes may also be expected to shed some of the 
mystique which has undergirded their traditional support. Only their ability to convert traditional re*- 
sources into political gains while learning new political and organisational skills will determine whether 
the shorMerm resurgence of the princes ivill be maintained as a long-term characteristic of Indian ^ 
politics. 


UNTIL recently many obervers of 
Indian politics have conveyed the im¬ 
pression that the princes passed 
from the political scene when their 
States weie integrated in 1948 and 
1949.^ The princes, we ;.re told, “were 
pensioned off, and retired into their 
make-believe world of hunting and 
other pursuits”.® ''Since 1956 they 
have virtually disappeared from the 
Indian political scene”.® 

Other observers have noted the parti¬ 
cipation of members of fc^rmer ruling 
families in elections,* but have gene¬ 
rally regarded this phenomenon as 
vestigial, anachronistic, temporary, and 
destined to decline.'^ This popular 
image of the obsolescence of the prin¬ 
ces suffered some revision when nume¬ 
rous princes scored heavily in the 
fourth general elections of 1967® and 
assumed high political posts after the 
election,^ but few commentators even 
then could have predicted that the 
princes would become, by late 1970, 
the core of a disruptive controversy 
which has shaken some of the founda* 
tions of India’s constitutional system. 
The controversy has called into ques¬ 
tion the relationship between the Prime 
Minister and Parliament, the legitimacy 
and role of the upper house (Rajya 
Sabba), the sanctity of treaties, the 
powers of the President and the role 
of the Supreme Court. Moreover, it 
has provided the first occasion in 
two decades of independent elec¬ 
tions for holding elections earlier 
than at the constitutionally established 
txupdmum interval of five years. The 
election, called by Prime jR^nlster 


Indira Gandhi for early March 1971, 
prt-sents the voters with fundamental 
— though not clear-cut — issues des¬ 
cribed by the Left as “socialism versus 
feudalism” and by the Right as “consti¬ 
tutional democracy versus arbitrary 
rule”. 

The phoenix-like rise to prominence 
of the prill Cl'S in the late 1960s 
is the consequence of two related 
phenomena: 1) their increasing parti¬ 
cipation in electoral politics; and 2) 
the attempt of the Central Govern¬ 
ment to terminate their privy purse 
payments and other privileges. A 
brief review of both of these pheno¬ 
mena will help to explain the disrup¬ 
tive and often tragi-comical events of 
lat^' 1970 and to place the 1971 elec¬ 
tions in theii social and political con¬ 
text. 


Princely Electoral Behaviour 

Princes and members of princely 
families have competed for parliamen¬ 
tary and assembly scats since the first 
general elections in 1951-52. Contiary 
*to general impression, their level of 
participation has steadily increased 
over this period of nearly two decades, 
(see Figure). The various factors ex¬ 
plaining this rise are many and diverse, 
but the following appear prominent: 
first, “traditional” support has not 
been eroded nearly so rapidly as 
nationalist elites anticipated. In some 
areas popular disappointment with the 
unfulfilled expectations of nationalist 
rule have generated a nostalgia for 


“the good old days” under prin<^dly' 
rule.® 

Secondly, many former rulers have, 
broadened their bases of support by 
adopting modern campaign techniques, 
building politic<\l party organisations 
and championing popular positions 
on salient issues. Donald Rosenthal 
has termed this process “popularisa¬ 
tion”, the process by which displaced 
political elites choose to remain active 
in politics by associating themselves 
either with dissident sections of the 
elite structure which has been replace 
mg them in political pc»wer or by ap*- 
pealing over the heads of the political 
elite to groups in society which are 
only weakly mobilised.® 

A thiid factor has been the general 
decline in princely “aloofness”, A 
minority of the princes at the time of 
merger saw a careei in electoral demo¬ 
cratic politics as a logical extension of 
their princely reign. Others have been 
drawn into p(»lttical life through the 
persuasion of local or national politic^ 
leaders, fellow princes, or constituent!* 
or have been motivated by some major 
issue to seek redress through politicaL 
action. The coming of age and suc¬ 
cession to princely title of younger, 
less tradition-bound, and less reticent 
individuals — many of whom only 
dimly remember autocratic rule — pro¬ 
vides further explanation for both the , 
increase in princely candidacy and the 
maintenance of popular support. A 
brief regional review of princely activity , 
will illustrate the interaction of these 
various factors. 

Patterns of princely politic^ .^havif 
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Fiouke: NxxicBERs or I^celv CA^n3!{l^Ts;S fob Mf aot MLA and 

New Candidaies dubinq Each General Electiok Pebiod 



Percentage of randidates 
who stood for State 
Assemblies 

Percentage of winners among 
candi'ciates for both 
Parliament and State Assemblies 


1951-56 

71.7 

84.5 


1957-60 

65.1 

88.4 


1961-66* 

58.9 

86.3 


1967-70 

64.0 

89.4 


* Includes the 1961 Orissa Legislative Assembly election. 


Sources: Figures calculated from Government of India reports on the four gene¬ 
ral elections (1951-52, 1957, 1962, 1967), newspaper reports, biogra¬ 
phical directories, and interviews. 


our vary from State to State and region 
to region. The regions with the high¬ 
est jrates of princely candidacy are 
Ori^a and the adjacent Chattlsgarh 
region of Madhya Pradesh. Princely 
States in both regions were merged 
formerly British-ruled territories 
et 'the tijm o£ m^rg^r and , in both 
i^icMtmjlnt of memhan of prin¬ 


cely families by local Congress leaders 
has been strong since 1952. In Orissa, 
this has been matched by the develop¬ 
ment of the Ganatantra Parishad, a 
party which was formed in 1949 and 
which merged with the Swatantra party 
in 1962. The other two princely re¬ 
gions in Madhya Pradesh — Vindhya 
Pradesh in the north-east and Madhya 


Bharat/Bbopal in the north-west 
have shown disproportionate 
levels of princely electoral actiyiiliji^i! 
despite the prominence of the 
of Gwalior in Madhya Bharat 
major factor here in persuading 
bers of princely families to stand 
office has again been the Congress^^ 
though the Rajmata of Gwalior 
'*Queen Mother" of the largest and 
most prestigious former princely Stllt;9 
in central India — left the Congress 
the eve of the 1967 elections and hfib 
since become n strong force behind th^ 
development of the Jan Sangh id 
Madhya Pradesh.^* 

Rajasthan, which is the only othst; 
region in which more than half of 
princely families have fielded electoral 
candidates, has revealed a Variety at 
recruitmt?nt factors in operation The 
strongest and earliest was the campaign 
of the dynamic young Maharaja of* 
Jodhpur to persuade fellow rulers to 
stand as independents in the 1952 
elections.^- Tht^ Congress has a]iR> 
been active in soliciting princely spp^ 
port, though princes in Rajasthan have, 
often spumed Congress advances (e g, , 
Gavatri Devi of Jaipur, Himmat Sljbgtt 
of Jodhpur) or subsequently abandon¬ 
ed the Congress (eg, Brij-Ra; Singh of 
Kotah and the late Harish Chandrg, 
of Jhalawar). The latest development 
has been the switch of some rulers 
eastern Rajasthan (adjacent to Madhya 
Bharat and Uttar Pradesh) to the, 
Jan Sangh. 

Gujarat also shows a regional diver¬ 
sity, with most of the politically active^ 
rulers in Saurashtra and Kutch alliedl 
to Swatantra, and those in the rest of 
Gujarat (which was part of Bombay 
State, 1949-60) attached to the Con- 
gress.^^ Caste, particularly the influ¬ 
ence of the Gujarat Kshatriya Maha- 
sabha, has been an important factor in 
mobilising the former rulers, particu¬ 
larly in Saurashtra.^* 

Elsewhere, regional factors appear 
to be secondary to national and 
personal ones in explaining princely 
political activity. Almost all of the 
remaining princely politicians — in 
Punjab, Haryana, Himachal Pradesh, 
Jammu and Kashmir, Uttar Pradesh, 
Tripura and Manipur, Maharashtra, 
Mysore, and Madras — have stood for 
office either as Congress candidates or 
as independents. 

In short, former rulers and members 
of ruling families have become poUtl*-^ 
cally active differentially, but at in¬ 
creasing frequency and — in some 
areas — in regionally distinct patterns. ! 
PBity-wise, most princely poUtibians 
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have been recruited by the Congress. 
In fact, during the period 1951-70, 
slightly fewer than half of all members 
of princely i'amiles who stood for office 
were either Congress or ex-Congress 
rnembers (e g, ETrij-Raj Singh of Kotah 
and the late Harish Chandra of Jhala- 
.war). Princely support of Congress 
has declined, however, through 1) the 
exodus of princes to opposition parties 
prior to the 1967 elections; 2) the sub¬ 
sequent exodus of a few more rulers 
over the privy purse issue; and 3) the 
Congress split in late 1969, which left 
piinces in both successor parties. Swa- 
tantra (including Ganatantra Parishad 
in Orissa) has l>een the second stron¬ 
gest party among the princely families, 
though limited to the three States of 
Orissa, Rajasthan, and Gujarat. The 
Jan Sangh shows increasing strength 
in Madhya Pradesh and eastern Rajas¬ 
than, though in the rest of India, Jan 
Sangh princes are still greatly outnum¬ 
bered by independents. Whethe**. as 
some have suggested, princely support 
for opposition parties in 1967 led to 
the Congress attack on the princes after 
those elections, it is clear that the 
Congress attack has precipitated fur¬ 
ther loss of princely support. At the 
same time, the Congress hold on many 
of the princes has lasted much longer 
than one might expect under the cir¬ 
cumstances. This persistence of Con¬ 
gress support may be attributed to: 

1) great respect among many princes 
for Nehru and Nehru's Congress, 2) 
respect for Indira Gandhi, reflected in 
«the princes' widely-held belief, as late 
as 1970, that she was “weak" or “being 
used by the Young Turks in the Con¬ 
gress”, but not that she was personally 
“out to get the Princes”,3) respect 
for the continued power of Congress, 

4) fear that Indira Gandhi’s downfall 
would unleash anarchy or communist 
power, 5) distaste for any alternatives 
to Congress, 6) actual agreement (on 
the part of oie or two princely politi¬ 
cians) with the privy purse abolition 
policy, and perhaps other factors as 
well. 

II 

Privy Purses^ Privileges, and 
Pressure Politics 

Along with the myth that the prin¬ 
ces were fading from Indian politics 
has been the belief that the princes 
were too heavily bound by traditional 
animosities and divided by status con¬ 
siderations ever to act in concert in 
their own interests. Yet since 1967 
this belief has also suffered modifica¬ 


tion, as the princes have organised to 
combat the Congress attack oil their 
privileges and privy purses, and (at the 
time of this writing) have thus far suc¬ 
ceeded. 

The privy purses and privileges which 
the government attempted to abolish 
in late 1970, were established in seve¬ 
ral separate agreements between ffio 
Central Government and the rulers in 
. 1948 and 1949, and guaranteed in the 
Indian Constitution of 1950. Most of 
the guarantees were incorporated into 
thc^ merger agreements by which states 
unions were established. The formulas 
which determined purse amounts vari¬ 
ed from region to region but generally 
were keyed to the annual revenue of 
a State. In crude terms, maintenance 
of privy purses and privileges was the 
price India paid for the bloodless re¬ 
volution from princely to republican 
rule, a price which the architects of 
integration considered exceedingly 
low.^® 

The 284 princes receiving privy pur¬ 
ses^' and their heirs were to receive 
them in perpc'tuity, though several pur¬ 
ses (including all those over one mil¬ 
lion rupees) were to be reduced with 
succession. The prospect of maintain¬ 
ing these arrangements forever, though, 
led to some demand for revision within 
a short time after their establishment.** 
Nehru appealed to the princes in the 
early 1950s to make voluntary cuts in 
their payments. While there is no evi¬ 
dence that any did so, many have used 
large portions of their purses to esta¬ 
blish philanthropic trusts and other 
institutions. Suggestions of revision 
were not just one-sided. The rulers of 
Bashahr and Jhalawar, both subse¬ 
quently Congress legislators, approach¬ 
ed then Home Minister Shastri in 1956, 
suggesting substitution of a plan of 
phased reduction for the perpetual 
payments, but they were assured that 
their inquiry showed unnecessary dis¬ 
trust of the Government and that there 
was no cause to go back on agree¬ 
ments made in good faith.*** 

The recent Governmental attack on 
the princes developed directly out of 
the reverses suffered by the Congress 
in ihe 1967 elections. While retalia¬ 
tion against those princes who had 
opposed the Congress in the elections 
may have played some minor part in 
Congress thinking, the major reasons 
appear symbolic rather than substan¬ 
tive. In order to refurbish the Con¬ 
gress image by postulating a more radi¬ 
cal ideological posture, the (Congress 
Working Committee passed at its May 
1967 meeting (the first held after the 


elecitians), a broad policy resolution 
later known as the ten point pro* 
gramme.^** One of the ten points called 
for the abolition of princely privileges^ 
but said nothing about privy purses* 
When the All-India Congress Com¬ 
mittee met in June, however, it amend¬ 
ed the lesolution to include abolition 
of privy purses as well.s* 

In response to the AICC resolution 
several Delhi based princes met and 
wrote to all fellow privy purse recipi¬ 
ents asking that they take no unilateral 
steps On the issue.^^ Jn the following 
weeks they put together an all-India 
organisation called the “Rulers of 
Indian States in Concord for IndiaV* 
issued public statements defending 
their position, and held an inaugural 
convention in Bombay on Independence 
Day (August 15), 1967. In ensuing 
months the Concord became a complex, 
vocal and effective organisation. Re¬ 
gional units, called “accords", were 
established in Punjab, Himachal Pra¬ 
desh, Rajasthan, Madhya Pradesh,. 
Orissa, Gujarat, and Saurashtra. The 
separate units in Saurashtra and Guja¬ 
rat — established prior to the Con¬ 
cord — have occasionally mot in joint 
session.-* Informal communication , 
occurs among the south Indian princes, 
liut no regional group has been esta¬ 
blished there. The regional organisa¬ 
tions and frequent mailings from the 
Concord office in New Delhi serve as 
effective channels for communication 
of information and policy to the full 
Concord membership. 

The Concord itself has three levels 
of organisation: 1) Day-to-day activi¬ 
ties are handled by a “Ministrant Com¬ 
mittee” (Executive Committee), head¬ 
ed by an “Intendant General” (Execu¬ 
tive Director), the Maharaja of Dhran- 
gadhra. The Ministrant Committee has 
approximately ten members, most of 
whom W(Te among the originators of 
the Concord in July 1967. 2) A Target, 
representative committee, called the 
“Conciliar Committee”, takes care of 
general policy decisions. This body 
contains approximately forty princes, 
representative of all princely regions of 
India, and meets about three times a 
year. 3) The broadest organisational 
body is the Convention, to which all 
279 rulers (i e, privy purfe recipients) 
are invited. Conventions are held 
about once a year and permit Concord 
members to ratify major policy state¬ 
ments. Convention and O^nciHar 
Committee sessions are usually presid¬ 
ed over by the “Convenof-Gepittll’^ ^ 
(President), darodiL or 

the “Pro-Convenor-Ceoeral’* (Vice TO* 
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sident), the Begum of Bhopal. 

The special titles of office-holders 
and committees in the Concord^* are 
not merely a nod to capricious fancy, 
but rather are designed to assuage pos¬ 
sible ill-feelings over precedence or 
protocol. For the same reason, great 
pains have been taken to use properly 
deferent modes of address, greeting,®* 
and signature. As K M Panikkar once 
noted with respect to the Chamber of 
Princes, ‘‘The organisation of a new 
institution is always difficult, but it is 
doubly so when that organisation is 
composed of Princes who have had no 
experience in collective work**.®^ 

Though many members of the Con¬ 
cord have had "experience in collective 
work” they still must contend with 
traditional concerns of status and rank. 
The Chamber of Princes, which lasted 
from 1919 to 1947, was an important 
precursor to the Concord,®* but the 
latter organisation has had to over¬ 
come both the lapse of two decades 
after the end of the Chamber and the 
creation of a body designed for action 
and pressure, rather than for the dis¬ 
cussion and prestige which characteris¬ 
ed the Chamber. 

Though the Concord was created in 
the wake of the ATCC resolution, it is 
not solely concerned with the privy 
purse issue. It is registered with the 
Government of India as a "general- 
purpose organisation”®® and has taken 
action on several issues external to the 
privy purse conflict.®® It is clear, how¬ 
ever, that the privy purse issue — 
which the Concord prefers to call the 
"Treaty Regard” issue — has been the 
major focus of Concord attention and 
the factor which has cemented its 
diverse population together by tians- 
cending their regional, status, and 
other traditional differences. 

Concord cohesion has probably been 
enhanced 1;y the prolongation of the 
privy purse controversy. The Govern¬ 
ment could probably have taken the 
same action in late 1967 which it took 
in late 1970.®^ Its failure to do .so may 
be attributed to several considerations. 
First, the extent of Government com¬ 
mitment to the course was unclear. 
The Government gave every appear¬ 
ance of being pushed into action by 
the Congress Left and the Leftist par¬ 
ties. In May 1969, for instance^ a privy 
purse abolition bill introduced in the 
Lok Sabha by Socialist MP Rabi Ray 
was defeated in part because the Prime 
Minister promised that the Govern¬ 
ment's own bill would be forthcom¬ 
ing.** i , 

Secondly, if Tndira Gandhi did 


favour abolition of privy purses and 
privileges, she would havfe preferred to 
negotiate an agreement with the prin¬ 
ces and thereby avoid alienating their 
political support. Despite this desire 
to re-enact Sardar Patel's "negotiated 
overthrow” of the princes in 1947, the 
Government this time found the prin¬ 
ces united and intransigent.*® They 
designated three "moderators” (the 
Maharajas of Dhrangadhra and Baroda 
and the Begum of Bhopal) to repre¬ 
sent them in negotiations and success¬ 
fully thwaited Government attempts to 
circumvent this arrangement. While 
continually expressing their willingness 
to talk with Government negotiators, 
the Concord's representatives remain¬ 
ed firm in their basic stand against 
voluntarily giving up their constitu* 
tionally guaranteed advantages without 
clear assurance of some reciprocal bene¬ 
fit from the Government.** The 
princes* argument took many forms, 
ranging from those who asserted ihe 
privy purse agreements to be “sacred 
pledges”, the breaking of which would 
destroy India’s bona fidcs among the 
nations of the world, to those who 
agreed that princely benefits should be 
phased out but thought the "persecu¬ 
tion of the princes” and "negotiation** 
under piessure to he an unacceptably 
improper method of procedure. The 
princes seemingly had little to lose and 
ix»ssibly much to gain by their intransi¬ 
gence. 

Finally, other issues of greater urg¬ 
ency or greater salience, such as the 
pre.sidential elections, nationalisation 
of banks, and the split in the Con¬ 
gress quite logically took precedence 
over the privy purse issue during the 
three-year delay between the ATCC 
Resolution and introduction of the abo¬ 
lition bill. The Congress split had an 
interesting effect upon the spirits of 
the Concord. Until the split. Concord 
fortunes appeared ascendant. When 
the split occurred, however, three 
quarters of the Congress princes sid¬ 
ed with Indira Gandhi’s faction, there¬ 
by dampening the aspirations of op 
position parties to woo them away. 
At the same time both wings of the 
Congress found U necessary to assert 
their socialist credentials more strong¬ 
ly and their adherence to the ten 
point programme, including abolition 
of privy purses and privileges. The re 
suit in the Concord wa.s a fe^eling of 
despair^ as the following comment.'; 
indicate. 

"The Concord, after its inception 
and uncertain start, had steadily risen 
in stature up to the end of its se¬ 
cond year. Concord MF^ had se¬ 


cured at least two notable 
in making good use of the 
resolution and finally in thwartlQk: 
it. The body was then being spok^' 
of with respect, as something to 
reckoned with. A decline had set in 
soon after the beginning of the thijrd 
year, with the cleavage in the Con*- 
gress and its political aftermath”,** 

Unable to make any headway in 
persuading the princes to capitulate 
with a minimum of pressure, Indira. 
Gandhi finally introduced the long- 
heralded abolition legislation in thVi 
Lok Sabha on September 1, 1970. The. 
legislation was in the form of a con- 
stitutional a.mendment deleting those v 
articles of the Con.stitution which re^ 
late to the princes.** As such, its 
passage required a two-thirds voce in 
both houses of Parliament. Indira 
Gandhi could depend upon the support 
of the Socialists, Communists, the, 
DMK, and most of her own Congress, 
To secure the latter, she issued a ■ 
whip to all Congress(R) members to 
vote for the bill. Several of the princes 
remaining in Congrcss(R) requested 
permission to vote against the bill. 
When refused, the Raja of Narsingarh, 
Bhanu Frakash Singh, resigned from 
his cabinet position as Deputy Minis¬ 
ter for Industrial Development*^ and 
the Maharaia of Tripura, who in 1967 
had helped Congress to return 27 of 
30 ML As and two MPs from his for¬ 
mer state, resigned from the Congress 
Parliamentary Party. Other Congress 
princes (except Tourism Minister 
Karan Singh, Maharaja of Jammu and 
Kashmir, who voted for the measure) 
chose to vote against the bill withotu 
formal resignation from the party. 

Despite the combined opposition of 
Swatantra, Jan Sangh, the Bharatiya 
Kranti Dal, the Congress(O),** and 
several independents, the bill received 
the required two-thirds majority in 
the lower house,*® on September 3 
and was introduced the next day 
in the Rajya Sabha. On Septem¬ 
ber 5, the Prime Minister’s motion 
to consider the bill failed by one 
vote, thereby killing the amendment 
legislation. The Government had sought 
to get full constitutional sanction foi 
their programme, l)ut now reverted to 
an alternative course of action which 
had been previously discussed but set 
aside. On September 7, the Finance 
Minister. Y B Chavan, read a Presi 
dential Order in Parliament derecog- : 
nising all the princes.*" Indira Gatidtal ^ 
thus accomplished by extra-parliamen¬ 
tary /neans what she had been unable 
to accomplish through Pailiament. At 
the same time she recovered the initia- 
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"^ECbNOMiC’ 



Tabm:: Princes Bringing Suit before Si'preme Court, September 1970 


Prince 

Region 

Salute 

Comments 

Maharana of 

LI da I pur 

Rajasthan 

19 

Traditionally most 
prestigious State in 
Rajasthan 

Maharaja of 
Gwalior 

Madhya 

Pradesh 

21 

Young Oxford 
graduate; Jan Sangh 
member; leading 

State in Ceniral 

India 

Maharaja ol 
Nabha 

Punjab 

13 

Member of Concord 
Ministrant 

Committee 

Rajil of 

Nalagaih 

Hi mac hal 

Piadcsh 

0 

EHrector of State 
Faims Corporation 
of Government ol 
India; former MLA 
in PEPSU State 

Mahaiao of 

Kutch 

Giij’aiat 

17 

Former 

ambassador 

Maharaja of 

Dh rangadhia 

Gujaiat 

(Saurashtia) 

13 

Tntendant-General 
of Concord; 

Member of 

Parliament 

Mahal aja of 

Patna 

Orissa 

9 

Chief Minister 
of Orissa 

Maharaja of 
Banaras 

Uttar 

Pr.ulesh 

n 

Respected scholar 
and arts patron 


tivo in ihe face of adversity, armiinv* 
th.U Ihe iKiriDW failuie to acquire a 
two-ihirds rnajoiiiy to the upper hoLS<‘ 
was in fact a moral victory. Opponents 
declared that the presidential derecog¬ 
nition order was a “travesty of demo¬ 
cracy” and unconsiitutional. 

Pressing their case forward, eighl 
of the “de-rocogniscd” piinccs brought 
suit before the Supreme Court of India 
challenging the Piesidcntial Otdci. 
Fully anticipating ihn possibility of a 
court fight, the Concord had months 
earlier set aside funds for such a 
contingency and had engaged top legal 
experts to plead their cases. Those 
princes in whose names the suits wore 
filed weic similarly well-chosen and 
respectable representatives from all 
parts of princely India (see Table). 

The Court accepted the case- -des¬ 
pite the Government’s argument that 
Article 363 of the Constitution speci¬ 
fically prohibited reference to tne 
Ct'urt of any issues involving privy 
purses—and aftei several weeks of argu¬ 
ment declared in a divided opinion 
on December 15, that the President 
of India had exceeded bis authority 
and that the princes were still entitled 
to all the privileges and privy puises 
they had enjoyed prior to the Presi¬ 
dential Order. 

Again, Indira Gandhi lost little time 
In seeking to turn defeat into victory. 
In late December she advised Presi¬ 
dent V V Gin' to dissolve the Lok 
Sabha and to call for parliamentary 
elections a year earlier than the end 


t)l the five-year term of the fourth 
I>ok Sabha. Bye-elections following the 
Congress split in late 1969 had given 
Indira Gandhi confidence that her 
patty stood to gain from early elec¬ 
tions and the Court’s VfTdict provid¬ 
ed a salient issue. If she is returned 
in the March 1971 elections with n 
soIkI nuijonlv, as she clearly antici¬ 
pates,*' lesnbmission of the constitu¬ 
tional amendment bill will be high on 
her paibamentary agenda. This gives 
the fifth general election more uC a 
plebisciioiy character than any previ¬ 
ous general election in India. The key 
question for political analysis of the 
election will be whether the attack on 
the princes will have sulTiciently under¬ 
cut their traditional support in their 
own aieas and whether the socialist 
stance of the Congress will have won 
sufficient support in non-princely areas 
to compensate for Indiia Gandhi’s 
alienation of formerly pro-Congress 
princes and the mobilisation of pre¬ 
viously apolitical rulers. 

The Concord has carried the battle 
for protection of princely interests from 
the negotiation table and the publicity 
arena to the halls of Parliament and 
the Supreme Court, and now to the 
electorate. In the process it has won 
some battles and lost others, but 
meanwhile has forged new and stJoii 
ger links between members of the 
princely order transforming them from^ 
a traditional and dispar^ite social group¬ 
ing into an eflFective and cohesive in¬ 
terest group, using modern political 


methods to protect their coHeetive eco¬ 
nomic and social interests.** Regard¬ 
less of the ultimate outcome of the 
privy purse controversy, this transfor¬ 
mation is likely to have some lasting 
consequences. Rulers differ on ‘what 
role the Concord might play after the 
privy purse issue fades from public- 
notice, but all appear agreed on the 
value of the association and the de¬ 
sirability of perpi‘tuating it. 

The part the Concord might play in 
electoral politics is somewhat cons¬ 
trained by the diverse party affiliations 
of Concord members and by the fact 
that few have aspirations for the Con¬ 
cord itself to become a political party. 
The Concord has encouraged rulers to 
stand for political office and some have 
advocated the organisation’s develop¬ 
ment as a permanent consultative body 
cross-cutting party lines. Rulers in the 
past have occasionally been designat¬ 
ed to negotiate electoral alliances 
among their respective parties and it 
i.s altogether possible that their geni*- 
rally urbane style and the channels of 
communication established through 
the Concord might have provided some 
of the necessary lubrication for faci¬ 
litating the forming iif the “Grand 
Alliance” of the Jan Sangh, Swatanlra. 
Congress(O) and the SSP.*** 

Ill 

Conclusions 

Contrary to general assumption, the 
princes have not disappeared from 
politics, but rather have assumed new 
and increasingly active roles in India’s 
democratic political system. Strikingly, 
it is the operation of that system to 
which the bulk of the responsibility 
must go for the increase in princely 
political activity. If the former 
rulers had been “left alone” after giv¬ 
ing up their thrones, a few would 
have sought political office, but fnost 
would probably have faded from pub 
lie view in accordance with the ac¬ 
cepted myth. They were, however, not 
left alone; political parties intruded, 
offering former rulers political status 
in exchange for the votes they could 
deliver from among their former sub¬ 
jects. Foremost among»,the parties ex¬ 
ploiting this arrangement wfts the 
same Congress party which has more 
recently tried to end all special 
princely status. 

Similarly, the events design^ to 
eliminate the last vestiges of prii^efy 
privilege have paradoseicalty UA the 
political revival of the prMtees. Mahy, . 
of the princely Ofder wh6 had pre^- - 
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misitett die t^ptation to sraiad 
ior election have been drawn into ac¬ 
tion in defence of their privy purses, 
their privileges, and— by their perspec- 
tive-r-"their honour. As they shed the 
aloofness which has kept many out of 
competitive politics, the princes may 
also be expire ted to shed some of ihe 
mystique which has undergirded their 
traditional support.** This form ot 
'^'defensive modernisation” thus com¬ 
plements the other events and pro¬ 
cesses which have operated over the 
past two decades to transform rulers 
into dtizt'ns and citizen-politicians. 
Only their ability to convert traditional 
resources into political gains while 
learning new political and organisa¬ 
tional skills will determine whether 
the short-term resurgence of the prin¬ 
ces will be maintained as a long-term 
characteristic of Indian politics. Pei- 
haps, as Pareto asserted, “history is 
the graveyard of aristocracies”,*^ but 
for the present and near future, the 
former aristocrats remain an integral 
and prominent part of the Indian poli¬ 
tical scene. 
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Poverty iii India 


THE study by V M Daiidckar and 
Nilukantha Rath ('‘Poverty in India" 
Jamuiry 2 and 9, 1971) provides a sys¬ 
tematic analysis of the profile of pover¬ 
ty in India in the second decade of 
planning and trentls in it under plann¬ 
ing. It raises some issues of detail and 
methodology as also a broad issue in 
growth economics, which I would like 
to deal vvith here. 

. The main conclusion of Oaodekar 
and Rath on the subject ot poverty 
comes out of their analysis ol National 
Sample Suivcy data. These dala pio- 
vjd<' an index of the incijuality of con¬ 
sumption, lather than ot income, as b(.'- 
tween stictions of the population. If 
one were to take into account savings 
made by the ajmiiiunity, which, 
cx hypolhesi, would lx; made by peo- 
pl(' 111 tlu* upix'r-iucomc categories, it 
can be said that dinerenccs m incomes 
are even wider than those In /light out 
b> the Dandekar-Rath study. This is 
particulaily iinporlant in an underdeve¬ 
loped countr> like India where, as Rc- 
seiw Rank data sliow (RRl Bulletin, 
SepU'inbcr 1969), most savings ai ise in 
the individual sector. 

» QuEsnoNAHT.t. Assumviion 

However, one does need to raise the 
issue whether the study clearly proves 
the two authors’ thesis. In fact, the 
National Sample Survey dala on which 
the authors depend fur their conclu¬ 
sions appear to suggest that the rise in 
consumption Icvils in the upper-in¬ 
come categories was niiich lower than in 
the iniddle-incoino categories (pp 36- 

37) .* The authors do not accept this 
conclusion and use the technique of 
revising the statistics of consumption 
levels in the upper-income categories by 
assuming that the consumption of those 
categories rose at the same rate as that 
of the middle-income categories (pp 37- 

38) . In other words, the increase in 
disparity in consumption standards, 
which is supposed to be proved by the 

'"authors, arises almost entirely by tlie 
Interpolation of an assumption in the 
data. This needs to lx? examined. 

As regards the original NSS data, t>vo 
points not'd to be noted. Firstly, it 
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can bt! argued that in the mipci-incoiiu: 
categories savings might he a more im¬ 
portant element in the usc-i)attern ot 
income, and, therefore, m tael the lise 
in consumption of these sections was 
not by the same pereentagt; rate* over 
1960-61 ns of the niiddle-incoiiie cate¬ 
gories. In the alternative, it can he 
aigued that the expenditure pattern <.'f 
the middle-income categories — given 
their nec'd to maintain cerium stand- 
daids of consumption — is inflexible 
ami that, therefore, a use in the cost of 
living might liavc led, in their case, 
to a rise in consumption at the expense 
ot saving. Roth thesi' assumptions arc 
tiX’hnically iilau'^ihle and need to be 
examined. 

Dandi'kar and Ruth could have done 
one ot two things to ptovide this cross- 
eheek. They could have gone to th<‘ 
letnins ot the National Sample Survexs 
I or the upper-income cal< goiies to de- 
teiinine why the cansnmxition expeiidi- 
Imc ot these categoiies had not lisen, 
at least in the sam<' propoition as the 
expcnclilure of inidilk-inconie eat<*go- 
iies. It could have been asceitainecl 
whether this was 3ue to an eiror in the 
filling in ot the leliiiiis or due to less 
tlum proportionate rise in ceitain cost 
categories of expendiluie, which could 
be justified. The two authois themsel¬ 
ves expiess doubts about the NSS le- 
turns, suggesting that iipper-incomo 
househ(>lds have ]x;eome increasingly 
inaccessible to the NSS investigators 
(p 37), In the alternative, Daiidekar 
and Hath could hav<* organis<;d a small 
survey to rccheek the r<’sults of the 
National Sample Surv'ey. It is unfortu¬ 
nate that the study does not go into 
this issue in greater depth. 

Secondly, when measuring consump¬ 
tion diflerences, it is alvva>s desirable 
to deflate or inflate the actual expeiuli- 
ture on diffeient classes of goods be¬ 
tween two dates not by a single over¬ 
all index but by different indices rele¬ 
vant to diffeient categories of expendi¬ 
ture. This is particularly necessary 
w'hen one is concerned with mea.siiring 
differences in consumption standards 
covering a very broad range of people, 
and takes up for analysis decile con¬ 
sumption expenditures from 0 to 100 
per cent of the population. The range 
ill 1960-61 mentioned by Dandekar and 
Rath extends,^ for the rural population. 


lioin Rs 75.6 for ihe lowest 5 per rt*nt 
oi the population to Rs 870.6 ha* the 
highest 5 ix r cent (Table 2.5, p ‘16) ami, 
for the urban population, from Rs 96.2 
to Rs Rs 1,268.8 (Table 2.6, p 37). In 
such a situation it is inevitable that the 
consumption pattern ol the population 
III the lowest decile is radically diffo- 
leiit liom that of die highest decile and, 
to measure tlie leal differences in con¬ 
sumption standards, the diflcMent cate¬ 
gories of expenditure need to be ad¬ 
justed tor price changes iclivant to 
these cat<*goiies. 

During the perioil which Dandekar 
and Rath havr* taken lor ^•xanlinut^ou, 
such an analysis nnghl have shown even 
v\ iilei dispaiilu's in coiisumplion .stand- 
aids than tluy sugg<’st in tfieir study. 
During die seveu-ycai piriod 1960-61 
to 1967-6(S, tile major ns(* in prices 
tli.it took place was in ioodgrains which 
IS- almost the sohj item ol consiwnxition 
so lar as the losscr i.Ieciles ot incxjine- 
gjoiips au‘ concerned (tire index ol 
loodgiain prices, taking 1952-53 as 
liase, rising lium 120 in 1960-61 to 
242.2 in 1967-68). On the other hand, 
piiee.s ol iiiamifactuies moved up less 
(the index going up from 123.9 to 
165.5, or by one-third, ovei the .same 
piTiud), jrardy because the indiistiial re¬ 
cession made prices in this sector to 
some extent sticky and partl> bec.iuse 
the Government, out of a niisplated 
concern tor mamtaining the puce level 
in the sc'ctoi whi re it had .soiue control 
over Ill ices, kept the pi ici's ol soiiK^ ma- 
niilactuies low through i>iice eonUoJ. 

Cati 1 M.-Oei I'L 1 R \ no 

Dandekar and Rath havt; calculated 
(pp 40-41) the capital oiitjnit ratio at 
3.7 : I for the economy. This is i s- 
si'iitiallv a V('ry broad ratio. u'Oiked out 
on the basis ol national income ilaU 
and IS open to .some (juestionmg. The 
mam point to note is that in the latter 
jiart ot the period to lfi67-68, for 
which the ratio is calculated, there was 
considerable idle capacity in the eeouo- 
rii\, partic ularly in the industriul sec¬ 
tor. The Reserve Rank of ludia cal¬ 
culates the utilisation ratio lor 1908 at 
80.2, against 87.7 in 1960 (RRI Bulletin, 
November 1970). If this idle capacity 
were; to be* fully allowed for in the de¬ 
termination of potential national income, 
tire capital-oulimt ratio would work 
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out to a lower than that arrived 

at by Danclclar and Rath. 

lu S<rc‘lion VI of their study (p 123) 
Dandekar and Rath state that while vil- 
la^t*. wulustry is more lahoui-intensive 
per unit ol capital usetl, it is also more 
capital'intensive per unit of output; in 
other woicls, to prf>duce the saint' vo¬ 
lume of output as in IImj modem sec¬ 
tor, village indnsliy would n<jt only use 
more labom but also rrioit' capital, 'lo 
dial extent the philosophy ol iisin« vil¬ 
lage intliislnes as a nu'ans of einploy- 
ni|j: l*i])oiir in a toiintry wheie cajMtal 
is St nice IS not justifiable. Apparently, 
JJantlekar and Hath treat capital as a 
hoiMoui neoiLS ctnninodity. The ability to 
obtain eapital depends upon the nature 
t)f the capital goods retinired. For ex¬ 
ample, the Oldinary charkfui or even 
the' iinihdr charklui uses veiy diffeient 
kinds of real resomces compared to 
modt'iu ct)ltt>ii spinning inathincMy. To 
thiit extent, scat city ol capital, as nn- 
(l<‘istootl in traditional econ(j*nies, has 
lo be inleipiep'ti carefully. The piohhin 
of obtainfnt: eajntal to produce tile re- 
(jmied numhei of cluiikluus would he 
lai less foimidable than that of actinii- 
ing <‘ven a lessci <juantit> til capital fur 
setting up spinning mills. 

Fxt ]C)ii“]sNJ)()WMKM’ Aik;umi:ni 
In the same context J^aiidekai and 
Hath leii'i (p 131) to the factor-endow¬ 
ment based aiguiiKiit legarding ihe 
technology to bc' used in dc'vclopment. 
It has to be* recognise d that ewen when 
an averages liilio lor an c’cnnomy is 
dcti'imined on the ba.sis of such endow- 
mc'nt, it does not neccjssarily follow that 
capital-labour combinations in each in- 
tUvulual activity sliould he in the same 
piopoition as is available in the economy 
as a whole. It is possible to resoit to 
a iiroduet-pattein (say, more cloth and 
less steel, both piodueed with mudciii 
methods) which is more labour-using 
overall. Moreover, where for technical 
reasons soinc; activities have to Ixi more 
capital-intensive than the average indi¬ 
cated by tlie factor endowment of the 
economy, olhf'is can Ixr made more 
labour-intensive. This is true tiot only 
as between different industries (iron and 
steel and cotton spinning, for example), 
hut also as between different operations 
within a single industry. Even if back¬ 
yard .steel plants may not be tc'chnieally 
fea.sibU’, it should be £Hissible to use 
more labcnir-inteiisive methods in pro¬ 
ducing steel lor material handling or 
mhiing of ores. It is thus that imlu.stry 
geneially shows a wide range of capital- 
labour ratios. The* main role of the 
factor-endowment strategy would be to 


cmcourage more labour-intensive activi¬ 
ties in some spheres where they are 
technically and economically feasible. 
In fact, IJandrkar's solution of provid¬ 
ing wage employment of Ks 800 crores 
lo tin* lowest three deciles of the popula¬ 
tion (e xcluding the last) is an (imexcvp- 
tionablc) example of such use of the 
f a('to r-c' Mdc)wine 11 1 cone«?pt. 

It has to be recogrii.scd that the 
n'scivc* price* ol lalnnir in India is low. 
To thc‘ extent that the actual wage 
leve l IS m.iintained at a higher rate, for 
example*, through factory legislation in 
some seetois, alternatives are sought 
out to pay labour wages as near to the 
actual icscive price as possible. This 
is the wfiole raison d'etre of the growtJi 
of small industries in India, iis also of 
the ilevelopment of khadi and village.* 
industries 

Dandekar and Rath refcT (pp 128- 
127) to the survey on the use of the am- 
har cJuirhha, stating that as against the 
ongmal expc'clation of its being used 
lor <S hours lor 300 days, in fact it was 
used only for 4 hours for 200 days. 
This nc eels explanation. One reason lor 
tins might he* what Dandekar and Rath 
point out lulei, name ly, that imder- 
einploNTment, rallx'r than unemployment, 
is the* major problem in the Indian 
eccv.ionn. It would not be right to 
assume that pt'ople just do not use the 
ainhur charkhu (*ven though they liave 
adequate' time to use it (e.xeept when 
(he (inihar (harkha is broken down and 
IS aw'aitmg i(‘pairs). It is mcjre likely 
that the arnhnr rharkha was used in 
addition to other economic aetivitii's 
Cell lied (HI by the users, to earn a sup- 
plcinentary ineonxi, Imvvcver small, 
(luring their idle hours. In other w^ords, 
rather than treating amhar cluirkha as 
a means of providing fiill-time employ¬ 
ment anci a minimum income going 
with such employment, it would be 
iH'ccssary to look upon it as a means of 
supplc-meuting incomes of those already 
employed and to analyse its economic 
implications accordingly. 

Why Oui.smii the Tt^an ? 

There are various general issues 
whieli aiise out of the study by Dan¬ 
dekar and Rath. Firstly, they have 
failed to provide an adeejuate frame¬ 
work lor t*xaminjng the problem of 
poverty m the country. Their conclii- 
suMis that planning has faih^d to im¬ 
prove the levels of income at the low¬ 
est end of the income levels and that 
State* intervention is needed at this end 
to nu*,et the problem arc incontrover- 
ti])lc. However, one may question their 
suggestion that a programme for provid¬ 



ing mkiimuni income leveb should be 
not through ^reallocation of financial 
resources' (p 142) under the plans but 
should be outsidcj the franiewwk of 
planning. 

If over a period inecjuality or poverty 
has inci (tast'd (or, at least, has not been 
reduced), the explanation for the phe¬ 
nomenon needs to be semght in the eco¬ 
nomic system and in thcj planning £)f>!i- 
eies followed in the country. For ex¬ 
ample, the sixties were marked by ris¬ 
ing prices, it is legitimate tp ask what 
had been the impact of this phenome¬ 
non on dispaiitics in levels of real in¬ 
comes and on consumption .standards 
of different clas.ses of people. Similarly, 
(and this is likcdy to he more important 
in the future) it is necessary to ask: 
what will bo the impact of agricultural 
price support policies cm consumption 
levels in the future? 

Imi'ac.! of PmcE Chances 

Our buioaucrat-econoniists are never 
tiled of udeiring to the compulsions of 
dc'velopnuMit or to the fact that inflation 
is an inherent pait of the development 
pioc'cvss. However, if this werc^ so, is 
it not necessary that policy decisions are 
inad(' taking into account the.se com¬ 
pulsions of development? For e.vumple, 
a rise in the price level generally af¬ 
fects adversely sections of the people 
who clepc'nd (Ui fixed incomes. To that 
( xtiTit, the rise in prices has benefited 
the niaiiufacluring and tiadiiig clas.ses, 
as against the worker (including the 
agiicultural labouring classes). For a 
tune, the Government could insulate it¬ 
self from this problem, treating it as a 
problem of transfer of income from the 
/ix('d iucoine groups to the non-fixed 
income grouiis, till events caught up 
with it in thc^ fumi of its own wage bill. 
Similarly, its fiscal policies, paiticularly 
in the field of indirect taxes, have been 
entirely geared to the assumption of a 
stable price level, and it is only now 
lliat taxes (particuhuly indirect taxes) 
arc sought to be levied at ad vaUtfem 
iatt*s, as in the case of the excise duty 
on sugar. 

Similarly, a policy of maintaining oi 
controlling some prices favours, in an 
inflationary situation, the classes which 
pay these fixed price,*. In other words, 
the policy effects a transfer of income' 
from producers to consumers of these 
goods. The levy of land revenue at 
fixed rates has benefited all owners of 
land, irrespective of the size 6f dieir 
holdings or income. The role of price 
control has been thus lo transfer in* 
comes in a way which might not bn in 
consonant wi^ the sebeme 
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t lng» It k Tef^n$ ip comput- 

Vsions of iShnrplQpment, when policy- 
makers ignoi'e in their decisions these 
compulsions an<f their consec}uenoes. In 
other words, rather than treat the pro- 
hlem ot poverty in isolation from plann¬ 
ing and ilevelopment decisions, it is 
necessary to relate the impact of these* 
measures, taken consciously or other¬ 
wise, on disparities in consumption 
stamlorcls. 

Rural iNEpuAi.rj'Y I-JKEr.Y lo Widen 

In coming years, some other eom- 
pulsknis of development would need to 
be dealt with. Specifically, the extent of 
inequality in rural areas has been so 
far limited by the limitations of pro¬ 
ductivity of land. Now that productivi¬ 
ty on land has increased with the new 
agricultural strategy, while (because of 
riual unemployment and underemploy¬ 
ment) rural wages have not risen coires- 
pondingly, the extent of inequality in 
rural arcjas is likely to increase. In other 
woids, one bulwaik of stability in an 
otherwise clynaiiijcally imbalanced eco¬ 
nomic and social system might fall. Ulti¬ 
mately, the* pioblf'an ol poverty will be¬ 
come more urgent in rural areas be¬ 
cause the extent of emi^loyineni oppor¬ 
tunities available in rural areas will de¬ 
cline in the long iim as a result ol faun 
mechanisation. To some extent, the im¬ 
pact of such inetpialily may be minimis¬ 
ed, for example*, by the fact of greater 
availability of agriciiltinal siipplie.'> in 
the econoTn>. lIov^eve^, hejc again the 
^tiategy of maintaining ininiirium price 
levels of loodgrairis might prevent pri¬ 
ces of foodgrains from falling. That, 
together with the emergence of increas¬ 
ing unemployment, might prevent the 
larger agricultural supplies from coming 
within the 'reach of low-income earners. 

It has also to be recognis<!d that the 
problem of nourishment is not only a 
problem of calorics but a problem of a 
more balanced diet. Here again Dan- 
dekar and Rath emphasise only the mi¬ 
nimum total r<H]inTcments in terms of 
calories (p 29 and Tabic 1.5). In fact, 
the green revolution has !>een confined 
to cereals and has not reached pulses 
which OTo the main source of protein 
for the vegetarian sections of the popu¬ 
lation. Some calculations suggest tliat 
even today India's total hiodgrain pro¬ 
duction is adequate to provide the mi¬ 
nimum standard of nourishnieiit, excc*pt 
that the protein balance is unsatisfac¬ 
tory. For example, S N Shetty (7'he 
Financial Express, January 28, 1071) 

shows that over the period covered by 
Doiiidel^ and Rath, while overall RkkI- 
graifi availability increased from 15,77 


duticias per day per capita ih 1960 to 
16.06 ounces in 1968, the pulses com¬ 
ponent declined from 2.30 ounces in 
1960 to 1.97 ounces in 1968. This 
again is a problem in planning. 

In this situation the State has to 
maintain prices at such a level that, 
with the given inconM* b’veds, pi'opli* 
have sufficient purchasing power to ob¬ 
tain the required minimum nomfsh- 
ment. In the alternative, development 
would have to be so large that while 
those who can affrird more are able to 
purchase the rccjuiicd excess, the re¬ 
maining population has .sufficient income 
to obtain the minimum rerpiired ioi 
their nourishment. In either case, it 
would be necessaty to solve the probh'in 
of providing emplo>nicnt and ensuring 
minimum levels ot living as an intc'gral 
part of planning, rather than thiougli 
piecemeal programmes outside the 
planning system. 

Larger Drafi on RESouuciEs 

One can woik at various solutions of 
the poverty piobleju. Dandekar and 
Hath argue* that Us iS(K) rrorrs are oeetl- 
ed per \<’ar in ouler to ensure a mini¬ 
mum living standard ior the lowest 
three deciles (other than the last) ol tlie 
population. This fignr(*, ('onsidering the 
fact that tlie two authors’ estirnaie le- 
lates only to the rmal poor (p 138), is 
fairly close, to the figure ol Us 1,300 
ciore.s mentioned in a note in this |onr- 
iial (‘Tfow P(X)r Aie the l\jor?”, April 
4, 1970, p 583), 'I'lie transfer of pur¬ 
chasing povvei ol Us 8(K) ciores vvould 
do only if doles are to be given tn the 
]x>orei sections. 11 the poor are to be 
given work in return for this transfer 
of incomes, then the real resources re- 
quiieinent would be largf»r. For ex¬ 
ample, if Rs 800 erorcs are to l)e trans¬ 
ferred as wages to the p(H)r lor manu- 
factine of a consumer item like kliadi, 
then the cost of the programme would 
be Rs 800 rroies plus the cost of cot¬ 
ton and other processing materials, plus 
the depreciation exist of eijuipment. If 
the same Us 8(K) crorcs are to be trans¬ 
ferred through public works of the, 
kinds mentioned by Dandekar an<l 

Hath, then the cost will l>e Rs 800 cni- 
res ijIus simple implements lor digging 
and so on, plus some con.struction ma¬ 
terials. In othei w'oids, even excluding 
the c*ost of administration (which in 
India has always been ht'avy), the 

amount of re.sources to be uc^piirt'd by 
the state for a given tran.sfei' ol income 
would have to be larger to the rxt<mt 
additional real resources, oth<*r tha»i la¬ 
bour, arc required. Dandekar and Rath 
themselves refer to the fact that the 


programme should , be sttcfi that per 
cent of the project expenditure should 
go into payment of W'ag<*s to unskfllrd 
labour" (p 139). 

In the^ strategy of growth, there are 
two obviou.s elements which netjd to he 
taken into account and which have been 
ignored fiy our iilanners. Firstly, the 
rate of growth c’un be so high, irrespec¬ 
tive of other consideiations, that rt?- 
sources at present not employed, in- 
cliitling labour, are drawn into the pro* 
diiction process, and thereby the bent- 
fits <)f growth spill over to the poorer 
sections of the conimiinity. 7'o some 

extent, this is what has happenetl in 
Japan during the last 15 years. Alter- 
nattvi'lv, while the rate of growth might 
be low and not such as to lead to a rea- 
.sonable minimum employmt'iit of all re- 
sourctis, a positive attempt is made to 
create job tipportunitics in the low*- 
eurning uieas, thu.s allow ing iricrca.scs in 
incomes to accrue to tfui poorer .sta¬ 
tions ol society. Tliis is a kind of make- 
work philosophy vvliich Malialanobis 
trie<l to iiicorpoiate in his Secotid Plan 
strategy. India, at soim* point, W’ould 
have to make a definite attempt to 
move to either tl»e one or the other — 
and not be satisfied xvitli a position 
whieh give.s n(*ither gtowtb nor equality. 

Misr/.ACED FAXm 

Uiiloitunately, the Dondekar-Rath 
study is almost entirely centred round 
tiansferiing incomes from the upper in¬ 
come groups to the lower income 
gioups (pp 142-143). Though the ana¬ 
lysis is in the right direction, the au¬ 
thors' faith in high rates of taxation, 
either a.s sources of revenue or as in¬ 
struments of bringing about cqualit\\ is 
not justified liy the expc'rioncc of the 
last 30 years. In fact, the real remedy 
is not so much a levelling down as po¬ 
sitive state intervention to create W'ork 
oppoiliinities among the poor sections 
of piaiphi, as suggested by Dandekar 
and Rath. 

Tb(! two authois’ suggeslion tliat ulti- 
rnatt*ly w^age employment has to be 
created to reduce inequality is whol¬ 
ly light. It is I utile to assiim(3 that th<3 
pexn s(*ctioiis of .society, by the fact of 
their jioverty, puwide the best ground 
for cxpeiiinents in self-empolymcnt. 
Tims the suggestion, fo? example, to 
provide bank loans at low rales of intc- 
lest to the neglected sectors can hardly 
be IiKikcd upon by itself as a means 
of providing employment, whaDver its 
nr*rits as a means of transfeiring in¬ 
come. So also, to expect that the un¬ 
employed engineers, by the fact of thejr 
unemployment, arc the persons most 
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capable of startinj? sriiu!] imlustrjes 
(thereby bec'oming not only machine 
npcratois Ij; t also designers, managcTs, 
financiers, scllt is) is totally naive. Clim- 
rnicks such as these might salve the 
conscience' of our burc'aucrats, l)uJ con¬ 
fer little other benefit. 

Some tt'iilative l)cginniiig.s .ii< bcirjg 
made to introduce work-oriented pio- 
giainrnes foi the' ruial poor. Such prf)- 
grammes, as D.uulek.u and Rath aigue, 


have to aim at prdvftlfng, wage-emp¬ 
loyment. However, such piogranunes 
cannot l^e superimxwsed on a supposed¬ 
ly S(*lf-consistcnt plan. It is not pos.sil)le 
to h.ivc' two programmes — a plan on 
the' one hajid and employment-creating 
piojccts on the other — each indepen¬ 
dent ol and i^erhaps neutralising the 
oth(M. Rather, planning itself has lo 
1)0 inlorined by the economic and social 
ni'cds of the country. The development 


pattmi adopted under planniiig lifiis id 
I>€ such as to create jobs and incomes" 
among the poorer sections of society, 
thereby transferring, in tlie process of 
development, tlie fruits of growth to 
these sections of the population. The 
need, thert'fore, is to scrap the Fourth 
Rian which, even in comparison with 
the failures under earlier plans, is head¬ 
ing for a total fiasco, and to re-start 
work on a clearly defined programme of 
social and economic improvement. 
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1'HE inanaRcnient profession in our 
anjntry is both oUl and young. Tin's 
apirarent contradiction was well oxplain- 
i'd by M Chakravaity at the first-ever 
Nati(^nal Management (Convention, 
spon.'^ored by the AlMndia Managenunt 
Association, at New Delhi, Ironi Feljiu- 
ary 12 to 14. He poinltd out that till 
the beginning of tins eentnry, whilst 
business in England was still lainily 
owned and managed, a commercial scf- 
vifc \vas estaldisherj in Inrlia ior lh<* 
managing agencies sel in') to ]nanag'\ 
piovido knowhow and sccun? capital 
for the business houses. Ida's was in¬ 
deed the first expel iinent \Mth abs< nt(‘e 
owners and local prolessional manageis. 
It was a highly siici'^’sshd e\p(aiment 
indeed as f.ir as the mhacsts of the 
owners weie roneeint'd. The managing 
a'^ency system was ieal1> a natural di' 
velopmcnt of the giowth of finajK't* capi¬ 
tal and tlie e.xpoit of ea])ital, two of 
tli<* specific featuK^s of imperialism, as 
(h'fined by Lenin. 

Afler lndependi‘ne(\ when Indianisa- 
tion b('eam(‘ the lule. pai'tb’ imdei poli- 
fieal pn'ssnre and paitly beeause of th(' 
demands niadc by tin' ehajige (loni a 
trading to a maniilaitining and inarL't- 
iijg complex, the fie.t India)) manage¬ 
ment eadre was bom. It wniihl not be 
wiong to say tint the management pr<j 
fc'ssion iTi India is tlui eu'ation fit a 
p.iitieular eeonomie system, busieally 
colonial in its outlook. Tt has also in¬ 
herited all the tiaditions of a somewhat 
primitive liieiaithical soi iety. .streaigtlu n- 
cd under colonial lule. Rceiiiitment in 
the profession has also bt'Cii liom a 
middle-class elite, somewhat similar to 
another colonial eication, the Jndi.ni 
(Civil Seiwicc. Th(‘ geneial ediiealional 
.system for the creation of this eadrt; also 
suffers fiom the basic d('f(’( t that g 
lacks a scientific outlook and a stiong 
critical urgi* of inijiiiiy. Natuially sneli 
a management eadie foims a plutoeia- 
tie 1 ‘litc isolated Irom the poverU- 
.strieken masses. 

Key Koi.e 

Since Independence, and moio so 
since the introduction ot planning with 
the emphasis on the iinhlie sector as a 
lever ot eeonomie d('Vi*loi>iiK*nt with a 
social puipose, iiroic-ssiunal inanageiin jit 
has been called upon to jilav a ki‘y 
role. Whether in government, oi indus- 
tiy, it is not merel\ an instrument foi 
the management of the developing eco¬ 
nomy, out also Jor bringing about so¬ 
cial and structural changes that are the 


ti(‘cessai>' concomitants of growth. 

The growth ot the public sector has 
lo .some extent ineJ<'a.setl the demand 
loi ]nof(.‘ssional manageis. It was really 
tlii‘ demaiHls ol the consuiner sti*tor 
that called lor what ma\ be tiiiin^d a 
iiiaiiagerial levolntion in fbe country. 
As tlu’ pact* ol change Irom a i-oni- 
jjlclely sheltend market to a eoinpeti- 
liv(‘ one has iiuiekeneil, so abo has 
a ciatuiii amount of intiospeclion abou^ 
the role of piofessioiij^l managers. To 
this situation Piiino Minister Indira 
Ciandhi has introdneed a new element, 
so long absent Irom all niana,g<*nicnt 
thinking, th<' (lucstion ol social respoii- 
sibility. She posed the issue vt'iy sliarp- 
I\ in luT inaugural address to the (am- 
N’l'iition • "To me it iiu'aiis working lor 
tlu* objMlive of .u’hieving a "social basic 
miniiniun’ ioj cveiy iiidivitlnal. Unlcsi 
this is attaiih'd, then' can be no stabi- 
lit\'. And without sl-abihty Inisincss il- 
sc'lf cannot flomish. Investnicmt in the 
welfare' of the masses is a gnarantc'c ol 
th«- long iim busines.s survival itself.’* 

That the National Managi'inent Con- 
\eiition was convened at this lime when 
we are at a liiining point in our 
history and ao* lotonsidc'iing om goals 
and iiK'thods, is ceatainly an indication 
of the matimh of the* manageanent 
nio\'ement m oui eenintiv, 4'liis matu- 
ntv IS .dso ('vident in tlie selection of 
tile fhe*nu- feu the Convention. 
“Managemeait in the* (Changing Social 
Enviionment”. 7'he intc'rest in the is.sues 
involvr d is evident Iroan ifu^ fact that 
out ol aI)Oiit a thousand d<*legatcs, over 
200 belonged to top managcint'nt— 
chi'll men and dio-ctois of industries in 
the private* and the imlilic sfc'toi, and 
lu'cids ot man.igenie;nt tiaim'ng institu¬ 
tions. "rheii* were also a niinibeT i.f 
lepiesentative's (rom tlu armed forces. 

just its the Piiino Minister .sepiar* ]y 
plaeed the^ objectives befoie the Con- 
ve*ntion. V*ikiain Saiabhai, in his lve*\- 
note addrt'ss, piesentcd the dinu'iisions, 
the* magnitude and c(>inple\itie‘s of the 
pioblc'iiiN of aehj<‘ving the* «)bj<tliV’ in 
the* context of the iiiipiecedt'iiled fiace 
ot the tecliiiologiciil levolulion ulnrh i- 
shalteaing existing socuil relations aiuT 

v'ciliK* systems. Past e'xpcii(*ne(“ is l).i)dl> 
ie*Iev<mt. What is iintuiitant is the ability 
to learn anel innovate He* Ciille*d loi a 
ie*c'ognition ol the* I act that the* ihange 
oifoning Ml our eiivnonne-nt is not 
111 *n*K a epKiiil/liitwe*, Init a ejuiditalive 
change. 

.Ainong.st the* liictors producing thi.s 

ejnalitalivo change* Sarabhai mentioned 


urbanisation, significant change, in the 
.ige-group composition of the popula¬ 
tion, I’hange of mobility and domain of 
intiractioii ot human beings, acc^’Ss 
through telec'oinnnmieatioii, alti*r<ition 
ol tin* tpiality of the biosphere thiough 
tlu*rnial and cbt*mie:.il pollution, ero.sion 
of national .sovereignly llirough over¬ 
flights of spaeeeralt and .surveillance 
liom satellites, .icee'jsibility of outer 
s^iaec' and the oet'an fiooi for economic 
<*>.ploitalion and constiamis on the ex¬ 
ercise; of force* as a result ol a stability 
b.ised on de*tt‘iJe*ncc* lalhei than con- 
• n est or punishment tluongii military 
,ution 

H srin Oiisen esc i:n( k 

He* also poinlc'd out that the; rapid 
late of inno\ation and the social im¬ 
plications of te chnological development 
are oi gn'at e/onserjiienee* to cle.cision- 
inaking by inanage'is. It is thi.s sitiia- 
lion I hat is loading to tlie rapid oKsoI- 
ese'cnee* ol haidvvaie and people. In 
this context Saiabhai said. ‘"Certainly a 
\eiy major I'l’K* has bte'u o])sole*sccnce' 
ill e'ducalion, wheie theic i.s a gap of 
at least two generations. Tlu.s-*, who 
learn today aie receiving inf<)»'mati(‘n 
and knowledge from tliosr* w'ho corn- 
pleated their own h aining a g'ueration 
earliei, on (Miiricula aofl methods 
moulded by others who pjec*ede*d them 
Ijy at least another ge*neiation. 'Phis tru¬ 
ly is a most untenable* position." 

Sarabhai also outlined the; ta.sks be¬ 
fore the management inob ssion. Fiv • 
vear plans wore no longer ade*quate 
We have to plan loi twenty ytMis 
ahead on the national level and ten 
ycai.s in all enterprises. There is need 
for gieatei co-op(*)ation between politi¬ 
cal and social organi.satitins New solu¬ 
tions have lo be* lonnd to old problems. 
Tilts rall.s for imilti-ehAciplinary ofluifs. 
Traditional liiciaiebical levels for the 
solution of pioblenis h.ive be’come^ ejut 
ol date* and more' aiitonornv is re(|iiii- 
cd at lower levels ot dt;cision-makiiig 
de*.spite* tlu* inonolithie ehaiacter of many 
te chnological s> ste*ms. And finally Saia- 
bh.i) .said, "And most important of all, 

.i ciiUme* winch loe)ks upon education 
nut oiilv as an e‘xp’‘rie'nce to Ijc cons- 
tionsly niidei take*!! m the prcparatoiy 
stages of childhooil and adult life bill 
as an activity to be s^'st^*nlalJf alK' fol- 
Io\eed tlnougheml ih * active eaieu r." 

Derspite* tile inlrodiictoiy lemark.s of 
Indira Gandhi and tlie Iliought-pievok¬ 
ing keynote aeldie*ss of Sarabhai no at¬ 
tempt was really in.ide t.) analyse and 


547 



F«-bniary 27. 1071 




findfi stand tiR; charactfi of thu chanj?- 
inj^ social rn. irfjninont in India. Then: 
were Iiroad gciicialisations, of course. 
The; question was raised whether in tlie 
transition from the aj»iarian to indiis 
trial society Indian lahoi/i would find it 
diJficnlt to perloiin the (asks assii^ned 
to them. Till' ans^^el was .is ohvions a^ 
the qneslion—llial there' was no leason 
to think so. U was also i(eo‘;nised that 
industry could not lemaiu a small oasi'' 

' of alTliicncc in .1 laij^e (li'.sejf ol povcity, 
us G L Mehta pointed out in his pic 
sidential uddiess at the hnsmess Leader¬ 
ship A waul j)n\s(‘n(atioii In Aivind 
Mafatlal. It was also leiogmsc'd that 
siicli a situation had developed as a 
ctniseqnt'nee ol vvhal Mafatlal euphe- 
mistjcally desi'rihcd as the “iniseonci’p- 
tion whieli may he called a sort of a 
theory of automatic piiailation". lie 
admitti’d, "We conceiiti ati'd on increas¬ 
ing production. Wc wen* awaii* that it 
led to aHliiencc luainK' at the toi): hiil 
\vt‘ went on hoj)mg all alonj:; that if wi* 
ineieasc'd the ailluence at the top, ir. 
due comse it would anlomaticall\ pci- 
mlate to the holtom.” 

Kiic da (aista spoke demaj^oj^ically ol 
till* oiie-thiivl of the ix^ople below the 
poverty line, and loimdlv blamed th( 
;»oveinm('nt lor it, conveniently forget¬ 
ting the lolo' ol private capital m garn¬ 
ering tfu' barve.st of inereased prodiie- 
tion. 'I'he anger of the jR'ople, natmall\, 
haunted the aiiconditioned hall of Vig- 
yan Hhavan. It was lepeatedly asseited, 
echoing the riiinc Mmistc*r, that this 
people had hceoime eonseiims of tlien 
lights and could not he jgnoied. Thev 
had to he assured distiihutive iii^iee 
The g^Tieial fi'eliiig, however, eontiimed 
to he that this was usilly the lesponsi- 
hilily of government, in whose hands 
was eoncentraterl the gie.ilest amount 
of economic i)ower. It w.is also realised 
that there has been a eliange in the 
value systi'in. The old hiefaiehieal autho¬ 
rity was no Imiger acceptable. Hence 
theie was the lU'ed for more peisonal 
involvement with ])oth colleagues and 
.subordinates to ensure discipline. The 
question ol the need to involve the 
masses \\ ith the programme of develop¬ 
ment was not even coiisiderc'd. It was 
felt that a lealistic involvement would 
not he jHissihle unless anti imtil the pio- 
hlem of poveily was effeelively taekleil. 

Mafatlal, linwever, shaiply ixiinted 
out that ectmomie giow-th would he 
impossible without the active and *'n- 
thusiastic participation of the people. 
And the people C'ould not he t*nthusr*d 
unless they had a reasonable assurance 
of sharing in the fiuits of growth. The 
it'asnn for this sudden u'alisation of the 


businessman s re.siHinsibility in ensur¬ 
ing social and distributive justice vvas 
not far to seek. Mafatlal himself iiiain- 
tiiined that if the industrialists tacitly 
accepted that it was the function of 
goveiiiinent alone to look after tiu wel- 
laie of (he people, the govenmienl’s 
demand to he the sole eustodian ol 
growth could not he deuictl. “II indus- 
tiv wants to play its rule as manageis 
ol development’', he said “it shall have 
to aect'pt social welfare as a basic in- 
giedient ol eeoriomie growtii.” He went 
on to say, “The choice hefoie '.ht busi¬ 
ness community is clear, either find sueL. 
a .solution by fulfilling social responsi¬ 
bility through voluntary restraint on 
eonsmiiption, or accept state inteifer- 
ence in all aspects of life and thus 
ahiidgi* areas of democratic life.' 

Uor.t: OK CoSEHNMKM 

The discussion in the panels 01 in 
tlic plenary' .session did not quite ic- 
fh et this sober undei standing of the 
seei.il envjionment that had cmejged. 

I he roll' of government was discussed 
mainly in the context of the public sec- 
loi. The emphasis was mainly on its 
lack ol piofitahility. And tin’s was 
claimed to he due to the innumerable 
lestrictions iinpo.scd on management, in¬ 
hibiting initiative. It seemed that au¬ 
tonomy .md aecoiintahility were mn- 
tiially exclusive. While demanding the 
fullest possible autonomy, with the mi¬ 
nimum parliamentary and govemnient 
eontrol, the need to democratise the 
functioning of the public sector units 
was not even considered. It w\as re- 
peateilly staled that the management of 
state controlled industries in the social¬ 
ist countries had sweeping ix)vvers. It 
vvas conveniently foigotU'ii that the 
tiade unions shaied management respon¬ 
sibilities m these countrii's, thus eontii- 
huting to efficiency, discipline, produc¬ 
tion and piofitahility. 

The role of governmi'nt came in for 
enlieism also in the discussion on la- 
houi relations. S R Mohan Das i^ointcd 
out the highly litigatory and political 
process of labour relations developed by 
government. It was a sy.steni which 
demantled skills of political lobbying 
and of litigation, thus perpetuating the 
dependence of the workers on a non- 
worker elite leadership. K S Basu de- 
mantled viitnally a free-for-all between 
the woikeis and management. Non- 
iuti'ivention by gcn'cmiment, and mini¬ 
mum legal proccilures, ho maintained, 
would compel the workers to develop 
their organisational strength to protect 
their own interests. The minimum le¬ 
gislation, I suppose, would protect the 


n inugement’s right to declare a loek- 
oul ill case of strike or provide suitable 
facilities to declare a worker's strike 
ill-gal. 

Although the question of tlw; social 
n spnnsihilily ol iudiistiy was mention¬ 
ed rii)eatedl\, it is interesfing that there 
was icalK' vei\ little discussion on how 
tliis was to hi* riailised in practice. 
Kric ila Cost a dornanded an increase in 
the expenditure on ednention and the 
staifing ol riiial woiks programmes 
with ail mvcstiiient of pei cent of the 
to provide a total of a miTlion jobs 
a year. It was again left to Arvind 
Malatlal to suggest that the business 
eoinnuimly must assist in fhe dcvi'lop- 
ment of small-scale industiy, eo-opeia- 
tives, supply of raw materials, improve¬ 
ment ol agricultine, development of ani¬ 
mal husbandry and provuling efficient 
manageiial scivice, finamial manage¬ 
ment, etc. lie (Icinanded tliat the orga¬ 
nised business sectoi should c()iisciou''ly 
accept the responsihililv 1 01 the pioper 
ilcvelopnient ol tli<* rural clccentralisixl 
sector as an ink'gial pait of the total 
plan of Us own inveslmeiit. This wa^ 
i ‘ally a pica for full-Hedged capitalist 
development in agriculture. Ht*. also 
called upon the in bun oigaiiised .sector 
to divest itscll ol snme of its economic 
activities which could he successfully 
undertaken by the .small sector. He .sug¬ 
gested that the gov'-rnmt'iit should re- 
lormiilate its licensing iiolicy to ensure 
the large oiganised sector’s particip.Uion 
in the growth of the rmal decentralised 
sictor. Thus social iesp()nsi])ility of in¬ 
dustry in economic giowlh had its price. 
One point, however, Mafatlal had to 
concede : “The Western conc-ept of 
giowth with free plav of maikct forces 
will not hold good. Theie is no other 
way hut to make an arbitrary allocation 
of even our limited resources for these 
social re.sponsihilities.’’ This situation 
calls for the innovation ol financial in¬ 
stillments for the gre.itei (mobility of 
lunds, to economise the use of hank 
Cl edit, as sugge.sted by R K Hazari. 

Combining SociiAt. Ch.^nce 

I1u* main emphasis in the Convention 
was naturally on the role ot profes.sional 
manageis. One of the siilijects in this 
eonle.xt which was discus.sed at great 
length was in a sense non-issue. In 
view of the change in the pattern of 
management in the advanced countries, 
where a dichotomy .'j'cms to have deve- 
lopexl between professional management 
and ovvncjsliip with a greater socialisa¬ 
tion of industry, the Indian manage¬ 
ment profession seems have 

bc'coine ambitious for achieving similar 
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recognition and power. Unfortunately, 
as the discussion revi;uled, it is a prema¬ 
ture concept in our country. Owner- 
management still has a role to play, es¬ 
pecially in tfie (l<*veloj)iiig small and 
medium sector. Despite the tact that 
the Indian manager has the qualities 
of intelligence, aclaptuhihty and coiniiiu- 
nication, as pointed out hy A D Moddie, 
he is still incxperi(‘nccd in organisation- 
building, and that is what India needs 
most. What is more, because ol the 
social environment from which la‘ comes 
and the tyiie ol education he receives 
he is paradoxically enough an agMit of 
change and at the same time an isolate 
in his society. Veiy few inanagf’is are 
involved in social seivite and they aie 
detached from the politieal environment 
Until this paiadox is removed the Indian 
managf i will not be able to play his 
pioper lole. Till then the major c»)n 
ccrri that will infoim liis attiludo and 
woik will be hf)U' U) tonlain social 
change and not hr)\v to tiigger it off. 
This imdeistanding, liowever, ditl not 
engage lioin the discussions. It also 
needs to b(^ remenihercd that the avaii- 
ahility of educational and tiammg faii- 
lities aie still too mcagie compaii'd to 
the pvi^scnt and luluie needs ol tlu- 
country. The two institnli-s of managi*- 
iiM’nt together train ahfnit 800 j^rsons 
a yiMT. The actual net d, as Thiagara- 
iau mentioned, nms to lens ol thousaiKls. 

Man\ceme:m Fa)i ( uion 

It vNas also rcvcMh'd that prob'ssioual 
inanagenient had as yet iK'en accepted 
by a small section of the business com¬ 
munity, mainly the mamifactuirig sec¬ 
tor. The private sector service units 
and public utilities and public adniinis- 
trution had yet to r<‘alise its importance. 
Hence the need for wider inanugiMiienl 
education, as demanded by K T Chamly. 
Ravi Matthai pointed out that the 
Indian manager had to function within 
the conflicting demands of three broad 
sources of coiporate culture — Western 
and innovative, joint family and indi¬ 
genous blit restrictive, and Government, 
which was precedent- and procedure- 
based. The task was to bring aliout a 
change that would meet the exact needs 
ol the times. He felt that tliioiigh the 
very pioc<*.ss (>f this eliange tlie Indian 
manager would develop his professional 
identity. 

Great emphasis was laid on manage¬ 
ment <?ducalioii. It was suggested that it 
should be a continuous process, because 
of die rapid obsole.scence that was a 
characteristic of modem development. 
One suggestion was that it might be a 


good idea to follow the UK practice ol 
making it legally obligatory for a com¬ 
pany to allocate 1 per cent of its salary 
bill for management cHlucation. Thtj 
could be subsidised by govemment 
through tax incentives. General ediiea- 
lion should also reflect an awareness of 
the social chang<‘ and respond to tlio 
development of an integrati'd economy 
calling for a iiuiltiplieity of discipline's. 
It was felt that management education 
today imparted cirtain skills and tcch- 
niijucs, but did not help develop an 
altitude. Unless this w'as done the 
Indian managers would not be able* to 
adojit themselves to the needs ol a 
coiintty when* giealei paiticipation <il 
governineut in eeonomie development 
was inevitable. 'Fo play its prcjper role 
in sueh a situation demanded a coin- 
plf'ti* change ol outlook and attitude.s 
Without sucli .1 change it would not 
!)(’ possible to evolve' concepts and i^rac- 
ticc's based on our own experience, as 
lightly demaiidi'd by the Frijne Minister 
In bringing about social change the ma- 
nagi'i has to In* i ‘sponsive to thc^ envi- 
lonment in which he functions and hieak 
his isolation lioin tlu' ma^sf's. 

This need foi a icoiientatioii ol alti¬ 
tudes was stiongly felt when speaker 
,i(tc. sjHakci nioullit'd the same 
ohi .ilEitudes lowaids labour. Even 
CJhaudy, who was expcclerl to know 
liettei, fulminated against the de¬ 
mand for monetary gains by the 
w'oikeis when one-third ol thi' iJopula- 
tion was below the pov<*rly line. He 
foigot. III the Inttemess of hi.s expel i- 
at Durgapur, what the labour 
leader llagarani Tnlpiile. pointed out A 
lestramt on monetaiy rcAvards W'as not 
posxibl*', TulpuK: maintained, when the 
very process ol piodiiclion itself resulted 
m the maximisation ol benefits by only 
one section of the p(M)i)1e. It w'as this 
situation that forced the tiade unions 
to fight loi the maximisation of benefits 
for the woikers, as thi'y were i>riniaiily 
roncerned w'ith ilistiibiitive jiK^tice. The 
leal challenge he liilt w^as how to re¬ 
solve the C'onfliet betw^een mere pruduc- 
tivitv and prodiietivity eoinbined with 
tlistribulive jiisticf. No .solution w'as 
offered to this iMobbrn. It W'as left to 
a het'-tor-all bclw'een capital aiul la- 
bom, without govt'muK'nt oi elitist tiade 
I 111 iomst interf ereiice. 

In this context T C I.al stiuck a very 
different note. He too sjxike from his 
ow'n experience in llAl.,. Unfortunately 
his was a lone voice. He maintained 
that managers vvme neglecting the hu¬ 
man <‘lcmt*nt. He gave instances to 
prove tliat our w'Oikers w'cre in no way 
inferior (o tho.se in the advanc^'d conn- 


tries. It was prejudict^d personnel 
planning that tended to build in ineffi'- 
cicncy, by recruiting moie workers than 
W'cre neeessaiy foi a job on the assurn- 
tion tJiat our workers were inefficii^t. 
In thi.s context he pointed out that pro¬ 
ductivity was the responsibility of ina- 
nageinent. Discipline, he maintained, 
also l)egan wa'th the manager and he 
(juoted a service saying, “There aie no 
bad men, only bad olTicew". This 
came in for severe critic'ism and even 
ridicule by the spcaki'rs who followed. 
Equally unconventional was P C Lai's 
statement that the' trade unions per- 
lornii'd a useful role by criticising the 
mistakes of management, and a healthy 
r«.*lationship could be devc'ioped if these 
mistakes were recognised and eonvcU^l. 

Sp; nioiv.s L,\ I Iisii:hhed 

Many issue'' were laised, but few so¬ 
lutions found. One could not escape the 
conclusion that both lli<* professional 
mauageis and the industi iaiists have 
bi en seiiousK' distiiilxal ])y the IVimo 
Miiiistei s recent polilical and economic 
ste ps. It liad become neeessaiy to con- 
liol this neu' t.Ievelo|>menl, or manage; 
it, so that it did not go out of hand and 
undt'iniiue the* economic' and pcilitical 
powei so f.n eiijox'C'd b\ big busiiu’s.s. 
That it If'c'ls the need to paitieijiate 
diic'ctly in the admiiiistiation to sale- 
giuiid it.s intc'iesl.s is evidcait fioin the; 
mimbei ol indnsti iaiists contc'sting the 
elections An attempt seems to have 
bc*en made to use* the National Manage¬ 
ment Convc'iition to give.' e\prc*ssion to 
this new philosophy of paiticipation by 
the iiidiistriali.sts. At the same time tlio 
professional managcis tiled to stake* thc'ir 
own claims to recognition as a foico in 
bitnging .ibout e'eoiioimt devetopnieut 
and social change* In this atinospheie 
what was missed was exaetK what the 
Piime Miiiiste*! had asked lor in her in- 
aiiguial address — ‘ to see in this chal¬ 
lenge* a gu'at ojipoitumly to do things 
that have ii'inamed undone and to face 
the; fiitme witli e.'onfieIe*n(;e m the rising 
generation of nianage:;i lal tale nt". 

Then* is no doubt tlial tlie* managi;- 
nieni jiiofession lias a great lole.* to play 
in the* impending .social and striichiral 
change’s di'mande;cl by the very needs of 
economic growth. 'I'o fulfil this role the 
Indian manager lias to bie*ak his isola¬ 
tion fioin the masses, fiom the* changing 
social anel political envitonrnent. Hi* has 
to be inoie involved personally with de- 
velopiiH’iil Only the*n will he; be able to 
find the ide'utity he^ is seeking. It will 
not come of asking from government or 
his einpIoyt*rs. 
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<bhatriiiaft*s Statement 


VOLTAS LIMITED 

A Year of Record Results 


TllK hillow'in;^ is llu* Stiilcmrnt hy Mi. 
n. K, S. Tiilyaikliari, (.'liaitman arnl 
Chief K\ecntiv(‘, V'ollas Limiterl, circu- 
latetl to the Meinlu r.s of tlie C'oiripany 
uKh the Annual Jtepoit (ni the ytsir 
lt)09.7() 

To iiiK Ml.Mmats 

111 ni> Slatement fe \(iu l.isl >ear, I 
tefened to 1008-6!) as the “eiisis year”, 
Iv'taiise the i(‘siills wcie tlie worst ever 
cicliii'V'td 111 the liistory of our Coni- 
jian\. In \ lew ol the fact that we had 
two siieeessivt' years of labour unrest 
seveiely aH<'etinjL( our worki^;^ and the 
normal mowlh ol om Company, some 
people seiiously doiililcd whether W'e 
would l)<‘ ahle (o smvivc (he .shocks tti 
om (oijjooitr svstem, while others felt 
it uoiild t.tke a viay loni^ Imn* liefore 
\S(‘ eimld j^et hack into our sti ide. f 
am hapj)\' to ^av that all those j^loumy 
foiehodiiuLs li.ive betai inoved wion^ 
and m 1669-70 we achieved the veiy 
best Ji'sulls of aii\ >«ai since tht; in- 
eeptiiin of om Company U> years atjo. 

VVdiat was (\fii moK' icmaikable was 
that tins liipMc w'as olit.iined in mneh 
less than a lull 12 anonths’ [KTiod, for 
file u asons ;4i\en m the l^iiectors' 
lepoil. In addition, our woiking was 
alfeeted by lisine, piiee^. shortages of 
raw mat(‘ilals and eomponenls, intense 
eornpt'lition and lm'^tal)le politiea! con¬ 
ditions in eeilain States. The task, fust 
of reeoveiy liom (he damage sullered 
last >eai, and then (»1 letug.mining our¬ 
selves to meet the new challenges posed 
in 1969-70, u^iuiied all the skills we 
Iiossess. Altei nimh thought and 
earrd’ul planning, a thi(‘e-j)ioiiged attack 
was launched: one involving a market 
stiulegy which would vic'ld the bc^st 
results, anothei on a caielul utilisation 
of our available fin.incial resouices, and 
the tliircl on imjiroving our opcTalional 
elfieiciuy to (he niaviinum extent pos¬ 
sible. Tc'am ^^■()rk in the entile organi¬ 
sation w.is necessary to ae]nev<‘ all 
these nb)('c‘tives and, except lor a 
handful ol malcontents, the: ic'sponse 
was most lieailcmmg. It would appear 
that employc'C's hs and huge have 
I’ll',gun to realise that full co-operation 
is as c‘ss<Mitial to thcu'i w'c'll-bc’ing and 
wc-lfaie, as it is loi that of llm (awnpany 
at large. 

The year 1970-71 lias started wcdl in 
that the first four months' .sale.s and 
gloss maigins show an improvement on 


tliosf! ol the pievious ycai. However, 
because (T cjur pioduct-mi.x aud other 
\ai'ablc factors, sales in any pailicular 
[leiiod do not neeessanlv reflect the 
t)os[(i<jn as it might be at the end of 
ihc' linanciai year. Given a fair chance 
to opcTute, w'lthout too many restric¬ 
tions and lesti.lints, lljc'rc is no reason 
why the lesults in 1970-71 should not 
be at least as good as for the yeai 
under leview. 

MV look upon the piesciit decade as 
oni‘ lor expansion and cliversificaliuii. 
It has been deeidccl to imter, on a 
l.irge scale, the glowing market for 
eonsuuK'i pmducts ■— both consum¬ 
ables as well as duiable.s. The Com¬ 
pany's clistribntiim outlets throughout 
the c’umiliy olfer an excellent opportu¬ 
nity to leach eveiy sectoi of (he popu¬ 
lation right (low'll to the village unit 
Ic'vcT 'ihe development of systeans and 
processes to .snpplemerit the inoducts’ 
handled by youi Company is anothei 
avenue for expansion. In tins c'ontexl 
Memheis will bo glad to know that tlu^ 
(.iovernmenl has appiuved ol our colhi- 
hoiation with one of the bc’St known 
films in the world lor desi.gp engineer¬ 
ing and installation ol Electrostatic 
I’lec ipitatois. Air pollution is amongst 
tluf gicutest ha/aids facing the health 
of pt'oplc' today, particularly those liv¬ 
ing in Ol adjacent to industrial zones 
and yanir Company’s associates Rc- 
seanh-Coltii'll Tne . USA, who hav^c* 
cloiici such lematkahlo woik in other 
countries, will hi- ol gic’at assistance 
m solving similar pioblems in India, 
Peihaixs (h(‘ most significant achieve¬ 
ment attamcxl dm mg ihc* y'car W'as in 
Air f Conditioning .md Ref i igeiation, 
wheie inwv giound was hioken iiarti- 
culaily m the ship Imilding industry. 
CVild stoiages and silo air c'onditioniiig 
lor essential food products, as also 
Ijc'e/mg storage ccimpmeiit for ewport 
of items .such as fish, were developed 
at a I aster rate alcTiig with Daily Re- 
fiigeralion whieli liolds great promise 
lor the futiiie. 

Anothei .significant feature was the 
decision to cxpaTuI the I’lojc'ct Engin¬ 
eer ing Division which is bc'ing equipped 
to undertake tuinkey assigninc'nts 
mcorinirating .systems and design en- 
gint;eiing. The need for such seivices 
is growing in India and it is expected 
this Division will play a vital role in 
the: planning and stmeturing of manu- 


faeluiiiig .schemes not only lieic- but 
also in foreign eouiitiics. 

Members are aware of the Com¬ 
pany's substantial interest in the rural 
economy and I would like to digre,s.s 
on this aspect for a while. The terms 
ol tiade have been shifting in favour 
ol agrieiillure. Thn-e good lt#p sea- 
.soris and the introcluclion ol new farm 
ing technicpies have iiicic:ased the 
pin chasing power of the fanner and 

the Seventjes should see a liemendouj 
giow'th of lural inaikeLs. More and 

more good.s, both capital and eonsumei 
products, w'ill have to head towards 
the rural tiaets which he in fai away 
and distant places in thi^ interior, w'ell 
off the highway. Remote locations call 
lor gioaler maikcting efforts, whicli 

must he planned bcloiehand so tlial 
goods leach the faimer ahead of the 
lime ol use. Along with lliis it is 
neeessaiy to iiupait speeiali.^^ecl training 
to the lural buyer who is not paiticu- 
larly mechanically minded This train¬ 
ing should extend to the buyer’s cm-* 
ployec's and the members of his family, 
and even to the bazaar mechanic who 
IS the faimcTs guide and liiend. Lack 
ol such tiaming is already lesiiUing in 
he.ivy' losses through irieieased down¬ 
time, fioqiient brcakdi:)wns and highei 
costs of farm operations. \ 

It IS realised that Goveinmcnl has 
alieady inlrcMliieed many schemes for 
training and for the use of scientific 
nn thods in agriculture. I feel I am 
light in saying that the Private Sector 
IS anxious to join in this enormous 
task and to help make it a successful 
joint venture. However, to explore 
and dewelop jural maiket.s is an -ex- 
peii.sive venture. It is not merely the 
cost of selling the goods reciuired, but 
the Losts ol essential services including 
training, extciiMon education and de¬ 
monstrations which absorb much time 
and money. To encourage business 
liou.ses to plough more resoiu’c'cs into 
such essential sei-vices, 1 would suggest 
lhat these: expenses are reimbiiised 
through a system of relunds in corporate 
taxation as is done in the UK where, 

I believe, all expenses incurred by the 
fanner for hi,s training and lhat of his 
employ'es, aie made good to him Iiy 
Government by way of grants. These 
grants, in fact, go to the input suppli¬ 
ers who provide the training required. 
Then again, Uie development of • rural 
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xnarkets requires data collected through 
market surveys which -are essential 
though expensive marketing tools. 
Without such surveys it is diiBcult to 
assess the demand, to develop the pro¬ 
file of the rural buyer, and to identify 
rural markets and the scope for deve- 
iopment of st*c<jndary industries. Here 
again, to encourage industries to take 
greater interest in exploring rural 
markets, expenses on market surveys 
and studies of this uatuie, could be 
reimbursed by Government through 
suitable remission in corporate taxation. 
In any event, your Company is alive to 
the problems of the rural markets 
■which pose a challenge to marketing 
skills and it is lullv committed to an 
integrated programnit; for their deve¬ 
lopment. Fortunately, we are asso¬ 
ciated with one of the woild’s loading 
producer of minerals and fertilizers — 
the International Minerals &: Chemical 
Corporation, USA — one of the world's 
largest producers of mixed and com¬ 
plex fertilizers with the finest fertilizer 
marketing organisation in America. In 
association with your Company, it re¬ 
cently (jiganiscd its 7th Asia/Pacific 
Food Production Conference in Delhi 
to discuss the all important problem of 
^'incentives for Development”. With 
the assistance of their world-wide ex¬ 
pel ience and evpeitise, I expect VViltas 
to become a vital unit in the national 
task of solving the food problem of this 
countiy. 

While India's iccord of exports in 
tht' past ten years is quite impressive, 
it accounted for no more than 5 per 
cent of the total output of the country’s 
engineering industry, whereas it is quite 
common for Anns in other countries to 
expoit 20 per cent to 40 per cent of 
their production. This means that we 
have a long way to go before wc can 
be, compared in size and strengtli to 
our foreign neighbours, and ennse- 
(luently if the export successes of the 
Sixties i.s to be repeated, or even im¬ 
proved upon, in the Seventies, we 
shall have to ensure the creation of a 
rapidly expanding manufacturing home 
base which has in-built capacity to 
cater both to the home and overseas 
markets. Any weakemrig or deteriora¬ 
tion of the home base will have an im¬ 
mediate effect on the grow'th of exports, 
and In the present age only those 
corporate units which can exploit and 
utilise today the technology of tomor¬ 
row have a fighting chance In interna¬ 
tional markets. Restrictions and re¬ 
straints on manufacturing capacity, 
technology, imports, development, 
finances, marketing techniques and 


labour discipline only hinder and 

dampen the spirit of oaterpxise so 
essential to the growth of intemationa] 
opejations. If we wish to operate on 
an fiiteinational scale, we have to be 
internationally minded and put aside 
picconcrivcd and ideological notions 

which ignore the demands of world 

business today. The separations and 
distinctions between domestic and 
loicign maik^ ts are fast disappearing 
— the successful corporation of today 
thinks in tenns of global strategies for 
a global market, t^erbaps it is not fully 
appreciated by the authorities as to 
what is involved in the establishing of 
exports and of operations abroad. I am 
positive that many more firms would 
he in a i>osition to stait manufacturing 
ventuics in foreign countries if permit¬ 
ted ficely to explore particular markets 
and to mak(.‘ a sizeable investment in 
such projects. I would plead that our 
(iovcnimcnt makes available by way of 
rcj)a>able loairs, at least a fair amount 
t/ foicign exchange in such cases, after 
satisfying itscli about the viability of 
thr project and th(*. standing and abi- 
lily of the applicant. 

The progress of almost all our asso¬ 
ciate companies was m<jst enc'ouraging 
and fully justified the confidence repos¬ 
ed in ilicm Iroin their veiy inception. 
On the (’ngineering side the iiroducts of 
Tata-Merlin 6c Gerin are reputed to be 
at least as good as tliose of any other 
olfI<*i established (detlrical equi]>inent 
tompany, and second to none in quality. 
Power and distribution transformers, 
winding wires and conductors as well 
as foundry products of the National 
Electrical Industries Group of Compa¬ 
nies are also firml> established in the 
market. Youi Company's order books 
for tlie products ot both these units 
.ire in a very healthy position and the 
outlook for the next few >'ears appears 
to be very bright. For reasons largely 
beyond their control, as lor example 
the shortage of heavy plates and hy¬ 
draulic equipment, the output of tlie 
Scottish Indian Machine Tools Lid., 
was severely affected. The Company's 
Machine Tool Division and other tech¬ 
nical staff aie working closely with the 
.Simtools Management to so plan its 
production schedules as to make that 
company a viable unit, while at the 
same time providing sufficient support 
to our trading as well as manufacturing 
opeiations. Th<' International Ti.actf»r 
Company of India Limited and the 
Lakshmi Machine Works Ltd., in both 
of which your Company has a sizeable 
investment, contributed handsomely to 
our turnover. 


Your Company received exceUcidt ^ 
support from its two Phannaoeatfcdb. 
Principals, Roche Products Limited and" 
Merck .Shaip & Dohme of India Ltd./ 
in both of which we are financially 
interested. However, the Drugs (Price 
Control) Order will have an adverse 
eflect on our margins in futiue. Being 
a low margin/high volume business, 
aiiv reduction in margins w'ill have to 
be offset by a higher volume of sales 
and the use of highly sophisticated 
methods and techniques to restrict Rie 
costs of >alcs to the minimum while 
maintaining a high degree of opera¬ 
tional elficioncy. Your Company enjoys 
a high lepntation for fair and equitable 
distnbntion of all goods, particularly 
lhos(^ that may be in short supply from 
time t(j time. In the belief that the 
Gov eminent intends to make life-saving 
dings available to a wider public, your 
Company has taken necessary steps 
flining the ye.ir to augment its own 
.sales force, as also create a network 
oi stockists in about 200 imx)ortant 
towTi thioughout the country', which 
will ensures that goods are delivered 
expeditiously even to the most distant 
I'lients. 

Ihc Directors' Report deals fairly 
i\l».mstivt*l\ With the improvement in 
opirations at the manufacturing unit at 
Thana and some of the more important 
now products developed during the 
y(‘ar. 1 shall not therefore dwell fur¬ 
ther on thcs(’ aspects, Imt I should like 
to diaw' attention to the effects of Gov¬ 
ernment policies and of the application 
of the Monopolies and Restrictive 
Trade Practices Act on the normal 
development of niainifactnriiig opera¬ 
tions in your Compariv. Tagged as W’e 
aie with the labc*l of a large concern, or 
dominant undertaking, we are today 
restricted from expanding our manufac¬ 
turing base, excei^t as provided for in 
the Monopolies Act and in certain 
leeimt notifications of Government. If 
ajiplied too litcrallv, it would in fact 
pi event yiair f'ompany from obtaining 
.any new' industrial licence's since very 
f(\v, if any. of our propo.sed ventures 
would be ot the magnitude laid down 
by Govemmtnit for large concerns or be 
legarded as projects named in the 
hiu*d core of industries. Yet such pro¬ 
jects as we envisage are but a normal 
ihivelopment and growth of specidlj.sed 
lines for which we art* already licensed, 
or where we are in a position to intro¬ 
duce into India a high degree of tech¬ 
nology by collaboration with foreign 
firms for products and projects vitally 
necessary for the country and about 
which we have acquired a certain ex- 
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IKtrtise. I woulJ tht^iefore respectfully 
submit fui the attention of the Authoii- 
ties that Gov^'niuient atlopt Mr. J. H. I). 
Tati’s recent suggestion for establishing 
certain fair and significant cnteiia, 
rather than mere si/c, when dealing 
with the g? anting of industrial li<s^nces 
to a firm or eompau>. 

'rhe intioduction (»1 jrstiaints atid 
restiK'tions (jm the giowfli of the huger 
corpoiations in the ])rivate sector comes 
at a time wlieri cJilnal sh(jitag(‘s of 
vital ravv materials sinh as steel were 
already heginning to spnal jnaniifactnr- 
ing costs lip wauls and cause serious 
undei-euiployinenl ol i)iodiictive re¬ 
sources. fnflatioij of tliis soit can only 
be countered by a steady growth in 
the supply of goods aiul stjrviccs which 
shoulil keep pact* with their demand, 
and any policy which inhibits the 
giovvth and development of the Na¬ 
tion’s ecoTinmic assists will only aggia- 
vale th<> seri('S of f.ictias which have 
alicady iii.ule India info a high-cYist 
producer of niaiinfarlined goods. 

It must be realised tfiat (he accumu¬ 
lated finaueial resouues of tlie larger 
coipoiafions and the dcplovment ol 
thesi‘ in the evpansioin diveisincation ol 
inanufaetuiing lacilitus, and in le- 
S(MK‘h and development, constitute the 
rnain-stieam ol economic growtli and 
firospraitv, pulling in its w^ake the 
growth of .1 host ol smallei entrepre¬ 
neurs lor whom a \\,n!iaiir)g niaiket is 
cieatcd. TIumi a^am, tlie adsanc^d 
technology of the IbTO’s can only be 
tapx)ed by oigani's.itions and u'souicos 
equal to (he (asks aial lisks involved; 
organisations which can withstand the 
vicissitudes of global business suc¬ 
cessfully. 

It is bald t(^ niiileistand senne of the 
reasoning behind the restrictions on the 
growdh of largo coiporations, especially 
since these corpoiations me oiilv mid¬ 
gets when compared to th(' large multi¬ 
national companies in the East and 
Wo.st. which acc'onrit for mi much of 
tlie pro.sj)erity and dvnami.sm of their 
resiw'ctivc national economies. The 
grow’th of elfieient inanulacturing units 
— W'hatevei the si/e — never foro- 
eloses or restricts opportunities for the 
smaller man. The contrary is proven 
true, for, with every advaiice in techno¬ 
logy, a plethora of new' ventuies .spring 
up to roup the lich haivest that in^rvit- 
ahly follows. 

The largi' corporations Jn India have 
a genuine rec’ord of ettmomic and so¬ 
cial service to the Nation in general 
and to their t^ployees in particular. If 
these companies are to continue to of¬ 


fer the best terms of service to their em- 
pli)\ees, therehv raising the general 
standard of living, they must be allow- 
to expand into existing and new 
lields, lading uhidi they will be faced 
witli mounting oveiheads and costs, the 
])U'nsiim's of w'hicli, il not canalised and 
h.inMS',cd. will onlv It'ad to disintegra¬ 
tion of a w'ell-tri<’d and proven econo¬ 
mic stnietin^*. 

I.(‘.st il he bit that iny remarks above 
aic made in a spiiit of criticism, let 
mr s.i\ quite tiauklv that this is not so. 
>\ \ei\ laige and glowing section ol tlie 
j^nvate si-ctin is perfectly willing to ac- 
(ept c(‘jtain disi’iplines and contiols, 
hill tlicsc should not be such as to le- 
taid the last d(‘velopment of tin* 

lonntiy along ilcmocratic lines. It 

would be ideal, but too much to hope 

loi, that tins rountiy follows the Japan¬ 
ese' patbrn. wheic Covenmient and In- 
dnshy sit down together to pre-auclit 
nahmial <*con()inic‘ policies. Too much 
h.is lu‘f ‘11 '^aid m this countiy of dia- 
loi^nes between Government and Intlns- 
try, wliic’h nsnally result in nothing 
moic than caipmg criticism lioin both 
sides. Nolliing constructive ever aj)- 

peais to iiiK'igt' fiom these dialogues. 
To niv mind, il is vital at this critical 
stage ol the cniintiy’s economy that 
both (aivi'inment and Industry adopt a 
rOSri'lVK APPROACH towards each 
olhei and to finding practical solutions 


THE stoiv of inh'mational steel dur¬ 
ing 19G9 tind 1970 has been one of 
bulging demand (he woild over. But 
more than anything it is a success 
story of Japanese steel plants. Appear¬ 
ing from liackstage in the ’fifties, the 
Japanese plants now comprise a mam¬ 
moth concern that is already number 
two among the world’s producers. 

While the United States’ share in 
world sti'i'l production tell from 35 
per cent to 23 per cent between 1957 
and 1963, and that of the European 
Community from 21 per cent to 19 per 
ctmt. Japan’s share rose from 4 per 
(TUit to ov^’i 14 per cent. Over th(* 
same p<-'riod. Japanese steel exports in¬ 
creased thirteenfold, putting Japan at 
the head of steel exporting countiies 
in 1969. 

Woild steel output in 1969 (exclud¬ 
ing China) totalled 650 million tons— 
8 per cent more than in 1968. Japan's 
production at the same time shot up 
by 23 per cent, while that of the US 
rosi; by only 8 per cent. The EEC for 


to our various problems. Unemploy* 
nient, tfie t‘.stablishing of small and 
middle scale nitreprencurs, the promot¬ 
ing ol research and development and 
the harnessing of the enormou.s poten¬ 
tial of tin's country in men, materials 
and undoulited skills, could best be 
tackled and solved by a positive and 
combined approach, shorn of all mis¬ 
trust and lack ol cnnfidcncx.* in each 
other. 

1 ^fumlil like 1.) conclude my State- 
ment with an expression of sinc^ire ap¬ 
preciation for all those employees who 
w'oikc’d h.ird atid conscientiously du- 
nng the year to biing about such c.x- 
c<lhnt icsiilts. 1 tnist that the few 
who advocate agitation on the slighte.st 
pietrxt, and thi' adoption of measures 
to cmbariass the Management, will 
soon have a change of heart, for such 
tactics only leroil on themselves and 
pi event the bulk of the staff from get¬ 
ting the benefits of good results. I am 
sine 1 voice the feelings of my collea¬ 
gues on the Board and in the Mana- 
geincnl wIkmi I express the hope that 
indiisliial lelations in this Gompany will 
soon improve so that the entire orga¬ 
nisation may onco again woik together 
.IS a elosel)' knit .md muted ti'.ini. 

■ Tins dtx's nut jiiupuit to he a 
icconl of the jnarccdiufi'i of the 
Ann tod GeneiaJ Mectin(.\ ichich 
teas Judd on 'd^-2-71. 


the first lime exceeded the 100 million 
ton mark, stepping up its output by 8.8 
per cent. West Germany’s steel-works 
ptoduced 10 per cent more, leaching 
a record of 45.3 million tons. 

Biggest steelmaker m both Germany 
and the EEC’ is now th<' Thyssen 
group with an output of 12.4 million 
tons. Thyssen is followed by German 
firms Krupp, Mannesmann and Kloeck- 
nei. 

Britain’s nationalised British Steel 
Corporation, though technically still 
number two, is bound to give way to 
Japan’s Yawata and Fuji which since 
March of 1970 have been jointly ope¬ 
rating as Nippon Steel ^Corporation. 

India’s Hindustan Steel has fallen 
back from number 25 to number 26 
on the world steel list with a marginal 
increase in production from 3.7 to 3.8 
million metric tons. Tata Iron and 
Steel corporation (TISCO) with 1.756 
million tons moved from place 38 to 
number 39. 


The World Steel Situation 
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things happen to your washing. Each grain of Magic 
it power-packed to dissolve instantl y in water. A 
rich active lather works at super-speed. Rinsing is so 
much faster too. And. your washing ends up Ultra White... 
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A single wosh...your clothes ore bright 
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POLITICAL eveuts in Pakistan have moved fast in the last three weeks. Oo 
Fcbruar>^ 14 the Awami League's, working committee, meeting in Dacca, 
reiterated its firm adherence to the six-point progranmie envisaging complete 
autonomy ioi East Pakistan. The next day Zulhkai' Aii Bhutto, leader of West 
Pakistan s Pt'oplt;'s Party, demanded an assurance irom Mujibur Kalunan that 
tile Awunii League would not insist cjn a constitution based on the six lioinls. 
Bhutto added tliat il this assurance was nut iorthcunnng his party would 
boycott the Constituent-cuin-National Assembly session. Mujibui Bahman ignor¬ 
ed Btiuttos ttircat. On lebruaiy lU I'lesicieiit ^lahya Klian met Bhutto and 
tollowed tins up with meetings with otlicr West Pakistani political leaders, 
lluce days later Jie had dissolved his cabinet oi civUiau ministers “m view of 
tlie political Situation obtaining in the countiy” and was cent erring with the 
live lYovineiai Goveinois aiui Muilial J..aw Adnnnistialors. On Pebruaiy 28 
Bimtto pubircl> sought a postxiuuement ol the Assembly session due to begin 
on Maich 3. Ihe ver>^ next day ialiya LhiUi announced the iudehmte 
postxionement ui Uic Assembly session, ihe annuuneemenl has sparked oU a 
mass civil disobedience movement m East Pakistan and there have been 
leports ot Violent clashes between demonstiatois and the army. Mujibur 
Baimian has accused the army ol ‘ behavmg like an occupation lorce”. 

The sequence and pattern oi these events leveal some ol tlie i:>ulibeal cal¬ 
culations ol the ttirec Key liguies. lali} a Klian s meeuiig with the Oovernurs 
and Maitiai l.uw Adinimstialuis on iebiuaiy pjobaoiy eonvinccd lum, it he 
had not alieady been so iieisuaded, that the lesser ot tiie two evils was to 
postxione the Assembly session and lace the consequences m East X'akistan 
ratiici tnan luii the iisK ol iiisuhoidination and pussibjy ol overlhiovv by a toni- 
bmation ol the army and tlic eivil service iieacted b> tlie Army Clnet ol btail, 
Cieueial Abdul iiaund Ehan, in ease lie iiad to rely on liieui lor support m the 
tvent oi the poliueiaiis lailure to agiee on a etnistitutiou. Bhutto, on the otliei 
hand, xirobabiy euieuiatcd tliat a iiosiponenu nt ol ihe Assembly meeting could 
only e'linanee lus stature and popuiaiuy in West 1 akistan, by estabiisning him 
not only as the detenuer ol the uiiuy and aimed stiengfh ul Pakistan but also 
as tlie man v^ho uas able to bend lahya Klian ami tiie* aiiny to Ins will — 
alter all, postxioijeiuent ol the As.^einbly session hail eoine the day alter he 
Jiad publicly demanded it. 

As lui Mujibui Kalunaii, he caimol, evni il he wishes to, cominumisc on the 

demand loi total autonomy lui East I'akistan sniee lus massive vitluiy in tlie 

elections m the East was bused on httie moie than his bceommg the* s>mbol ot 
the x^oimiar emuiiondl uxisuige against domination by the Punjabis and other 
W est PakisUuns. liis econoauc progiainnie is meieiy a noiie-too-iadieul lootnotc 
to Jus six-x)oinl niaiiilesto which inciutles the demand ioi autonomy. Po sustain 
lus ciedibihty Mujib has to go along witii East Bengali anger against the xxistpone- 
nieiit ot the Assembly, which is undeislandabJy regaided as one muio West Pak- 
Etam attemx^t to cheat Uie Bengalis ol luie by a guveiiunenl pox^uiarly elected 
by them and to euntmue West Pakistani aimy luie. 

The demonstration ot mass anger in the East against the x^hstpouement 
oi the Assembly session is the must x^bweiJul wcax^oii that Mujib has m ius 

eitorts to corniJcl an obduiate Bhutto and an unsure lahya Khan to some 

substantially undiluted veision ol lus six poiut loimula. lie has to convince 
them that tlie alternative to such a compromise is i puimlar uprismg in East 
PakistaiL resulting in a civil wai and eventual ^ccesslull. Ihe current upsurge 
oi poxiular sentiment also heJiis to eonhiin him as the sole spokesman ol Uio 
East Pakistani xreoxJle, paxieiiiig ovt*r the ceononiic and other coniliets within 
East Pakistani society which, when they eventually come to the suilace, must 
inevitably cut Mujib’s x^tihtical lole to lile-size. At the same tune, however, 
he runs the risk ol the deveioxunents m the East gathering a momentum of 
their own and lorciiig lum into positions which he may bo unprepared and 
unwilling to assume — lor the present at any rate. Ihiis Mujib's task among liis 
own peoxrJc is as complex and delicate as the martial law administration’s is grim 
and unpleasant. 

All the tlireo main figures wlio have been iusti*umentaJ in canolEiug 
various socio-economic forces towards a situation ol x^olitical confrontation, 
may now find themselves swept along by those very forces towards even more 
rigid positions which could lead to a violent upheaval In East Pakistan. 
Judging by their reactions, certain political elements in this country apparently 
regard tliis prospect with a measure of glee. Poihaps they ought to temper 
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their satisfaction with the thought that 
in our own ^lart of Bengal there appears 
to be no prosjKJct of an end to the four- 
ycur old political instability, and that the 
political evolution of the two halves of 
Bengal may not necessaiily prove res¬ 
pectful of international boundaries. 

The Election 

Return to Congross 
Dominance? 


VOTING to elect the Fifth Lok Sabha 
will liavc been completed over most of 
the coiinliy by the time these lines ap¬ 
pear in print. Attention in this elec¬ 
tion has cenbed on the likely perform¬ 
ance of the Congress(B). From this 
point ot view', three qualitatively dif¬ 
ferent outcomes may be visualised. 
First, the Congiess(R) may fail to win 
more than 200-220 seats, in which case 
it may well have some difBculty in 
foiming the government — not so much 
because any credible alternative is like¬ 
ly to emeige as because of an almost 
certain shaipt^iing of conflict among 
the factions within the party's central 
leadership. Second, the Congress may 
slightly improve on its position in the 
last Lok Sabha, winning 230-250 seats. 
Critics of Cungu'ssfll) may in that event 
leign satisfaction over the Prime Minis¬ 
ters failure to achieve her objective of 
winning an absolute majority, but from a 
jiractical point of view the Congrcss(R) 
should have little difliculty in fonning 
tlio government. I'he support of the 
DMK, the Crj, some Independents 
and others should provide a comfort¬ 
able cushion to keep malcontents and 
Prime Ministers-aspirant in the party in 
check. Finally, the Congress(R) may 
win over 270 scats — a situation which 
would be depressingly devoid of inte¬ 
resting political possibilities. 

So imieli for the lik<*ly performance 
of the Congress(H). It is worth examin¬ 
ing also what the election could mean 
ill terms of general i>olitical trends. 
Frmii this slandi^oint, one likely out¬ 
come may be predicted with some con- 
fidi’iice. This election will see the ar- 
lest, and possible the reversal, of the 
ci'f^sion of Congress strength in the Lok 
Sabha so dramatically revealed in 1967 
when the number of Congress MPs was 
slashiil ])y over a fifth from 361 to 
282. This time the two Congress par¬ 
ties together are unlikely to win much 
less than 282 scats and may well \vin 
a ronsiderably huger number. In the 
tontevt of the hitter antagonism be¬ 
tween the two CTongress p.'ulios since 


the split, it may seem somewhat strange 
procedure to think in terms of their 
combined strength. But the fact is that 
if one is thinking in terms of not par¬ 
ties but political forces, the two Con¬ 
gresses repres<*nt broadly the same type 
of iiolitical force. The most significant 
outcome of the current election may in- 
tleed be the roassertion of the centrist 
politics represented by the two Con¬ 
gress parties. This would be a rather 
odd thing to have happened, consider¬ 
ing die split in the Congress since the 
1967 election and the fact that in the 
present election the two parties aie 
fighting each other in a very large num¬ 
ber of constituencies (something which 
is material since we are judging the 
combined strength of the two parties in 
tenns of seats won and not votes 
polled). 

The iwsition liccoines clearer when 
one considers the States individually. In 
five of the States — Assam, Haryana, 
Maharashtra, Andlua and Jammu and 
Kashmir — the Congress(R) is likely to 
emerge as tlu* dominant party without 
any coherent opposition. In the Telen- 
gana xiart of An^lhra it may lose some 
seats to the Teleiigana Praja Sainiti, but 
the Sainiti has committed itself to sup¬ 
porting the Congress(R) in Parliament. 
In four States — Madhya Pradesh, Ra- 
jasUian, UP and Bihar — the main coii- 
fiontation is between Congress(R) and 
the Jan Sangh. Even if the Jan Sangh 
wins a few inoie seats in these States, 
what is iKilitically more significant is the 
fact that the p irty's efforts to break out 
of the Hindi beft have clearly failed. The 
Communist supiHjrt base, similarly, re¬ 
mains restricted to West Bengal and 
Kerala where the principal confronta¬ 
tion is Ixitwcen Congress(R) and CP(M). 
In Punjab and Orissa the fight is be¬ 
tween Congress(R) and local parties. In 
Orissa the outstanding development is 
the eclipse of the Swatantra party, a 
fate which has befallen the party also 
in Cujarat and Mysore. In Gujarat and 
Mysore the two Congress parties con¬ 
front each other. Thus, in all but one 
of the States the Congress(R) is either 
the dominant party or the principal con¬ 
tender for that position. The only ex¬ 
ception is Tamil Nadu where the Con- 
gress(R) does not figure among the tw'O 
main contenders. But in that State the 
GongressCO) has more than made up for 
thif and there is little doubt that the 
two Congresses together will fare far 
better than did the undivided Congress 
in 1967. 

To sum up, the Congress (taken to 
mean the two Congress parties) re¬ 
mains tfie only national political force; 


it has almost ceitainly become stronger 
since 1967; tlie opiHJsition to it comes, 
as always in the past, from either re¬ 
gional i>arties (like the Utkal Congress, 
Akalis and DMK) or from nominally 
national parties [like the Jan Sangh and 
CP(M)] whose support base is restricted 
to specific regions so that in effect they 
become regional parties. The Swatantra 
party has crumbled in Orissa, Cujarat 
and Mysore — not under the onslaught 
of the Left but of the Centre. The so- 
called socialist parties have ^uch scat¬ 
tered support as to almost not count in 
national political b inis. 

Assam 

Fight for Floating Vote 


Our Correspondent ivritos: 

I’lIE iiiid-teiin poll in Assam is likely to 
spring few surprises. The only element 
ol uiiccitainty is introduced by the Con- 
giess split. Had the Congiess remained 
undivided, it would have retained its 
old stienglh. In 1907, the i)aily posi¬ 
tion ill the State was: Congress 10, FSP 
2, CFl 1 and AFHLC 1. 

The Gauhati seat was won by the CPI 
candidate by a majority of 1,950 votes. 
Tliis time the outcome of the contest is 
Lincorlaiii because of ciitiy of the Con- 
gicss(O) and the CPM, Another mate¬ 
rial factor is the Muslim vote, which con¬ 
stitutes 35 iier c(*nt of tlie electorate. 
There are 9 Assembly constituencies 
within the Gauhati Lok Sabha constitu- 
f^icy. Of these, 2 now l)elong to the 
CPI, two to the Congrcss(R) and one to 
the PDP. Fakhruddin Ali Ahmed and 
Moinul Haque Chaudhiuy, both Con- 
grcss(R) leaders, liavc a hold over the 
Muslim voles. Their influence will, 
therefore, be a x>otcnt factor determining 
the voting pattern. If the Congiess(R) 
CiU) win over the Muslim votes, which 
hugely went to the opposition candi¬ 
dates in 1067, then its candidate has a 
fair chance of winning; otherwise the 
seat may be won by the CPI. 

The CPI hopes to win the Nowgong 
seat also, but there again the multipli¬ 
city of candidates and the existence of 
a large number of Muslim voters (about 
45 iXT cent of the total) make any pre¬ 
diction difficult. The scat now belongs 
to the Congress(R), but the CPI is mo¬ 
bilising all its resources. The party's 
votf's art?, hovvever, likely to be reduced 
by tlio presence of an RCPI candidate, 
but then Congress(R) votes are equally in 
the danger of being tlivided by the Con- 
giess(O) candidate. 
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PSP Is concentrating all its resources 
on retaining tlie Maogaldoi and DhubrI 
scats. In Mangaldoi llie PDP and the 
C(mgross(it) arc its nuiiri rivals, ])Ut Hem 
Bfma has a lair chatico of winning. 
The Dluiliii scat may be difficult to re¬ 
tain. as the Cungress(H) candidate there 
is Ix'ing backtM.l by the APHLC, which 
has a sizcahit* mnnbcr of voles in the 
eonstittuncN'. llie PSP has some hopes 
about the Jnibat scat. But the anti-Con- 
gres.s(B) vuti-s there are likely to be di¬ 
vided between the PSP, the Congress(O) 
and the HCPI. The Congress(O) may 
tuk(i away a chunk of traditional Con¬ 
gress votes, !>ut lliis may not he decisive 
cnougli to ensiiie a PSP victory. 

The SSP hopes to win the KoUabor 
and Dibrugarh constituencies. In the 
first, it has two MLAs and in the se¬ 
cond it has a fair peasant base and 
si)me lalxjur support. Koliabor is now 
held by the Congress(R) and Dibru¬ 
garh by Congress(O). The CPI is put¬ 
ting lip candidates in these constituen¬ 
cies. If the traditional Congress votes 
are divided due to the presence of the 
C!ongrcss(0) candidate, then the SSP 
may win one of the scats provided the 
labour support to it is sufficient. 

Tiulira Candlii seems to have taken for 
granted that Assam will overwhelmingly 
jioto For her. This expectation is based 
on the centrist character of voting hi the 
1967 election. But, during the interreg¬ 
num, the Congress split, the land-grab 
movement and the unemployment 
among educated youth have made some 
impression on the voters’ mmds and 
they are no longer absolutely loyal to 
the Congress. The Congress(R) is con- 
......centrating on securing Muslim and tea 

garden labour votes. These voters (as 
also voters in tlie tribal villages) vote 
en bloc and if Fakhniddin Ali Ahmed 
can secure allegiance of the Muslims 
and tlK^ INTITC decides to back the 
Congi*css(R) candidates, Indira Gandhi’s 
hopes may not be belied altogether. 

The Bengali Hindus in Assam gene¬ 
rally follow the political line of their 
Calcutta compatriots; so the refugees 
and the while-colIarcd workers may vote 
overwhelmingly for the tximmunist par¬ 
ties. This may enable the opposition 
parties to win 4 to 5 seats in the Brah¬ 
maputra valley provided they can make 
inroads into traditional Cj)ngrcss strong¬ 
holds in th<^ h a garden and Muslim 
areas. 

In Nagaland, the ruling party's no¬ 
minee, Jamir, is being for the first time 
opposed by an opposition notninec and 
the contest is likely to be keen. In the 
inner and outer Manifrui' constituendes 


ill Manipur thertj will be multi-coraefed 
contests. The inner constituency now 
belongs to tiw* coiniiiumsts, but ^ sit¬ 
ting conniiuuist MP is being opposed by 
six others, including the nominees of the 
two Coiigresse,s and the SSP. In the outer 
Manipur constituency, the real contest 
is likely to be between the Congress(R) 
and a Ixrdy called the Noga Integration 
Committee. On th<‘ whole, in Manipur 
both Congri\sscs arc weak and so the 
chances of the opposition candidates arc 
blight 

When Indiia Gandhi was in Gauhati 
some da>.s ag(j, some students from 
NEFA approached her for instituting 
free elections in NEFA. No election is 
Ireing held in NE.FA this year, but the 
Election Commission may have to con¬ 
cede the demand in the 1972 Assembly 
elections. 

In Assam in all 78 candidates aic 
contesting the 1 I parliamentary seats. 
Congrcss(R) is contesliiig 13 and Con¬ 
go ss(0) 10. In 1967, less than half this 
number had entered the fray. The rise 
in the number of candidates is largely 
due to the hopes raised by tlie Congress 
split, esiKxially among regional parties 
and independents. The multiplicity of 
candidates may indeed suck away the 
floating vote anil erode Congress strength 
in a number of constituencies. The 
electioneering has been poor everywhere 
and the resources at the disposal of 
most of the jraitics have proved unequal 
to the task of contesting a Lok Sabha 
election. The polling is not likely to go 


THE frequent threats of closing down 
production held out by all manner of 
industries when faced with a variety of 
problems, whether it be shortage of raw 
materials or credit, are revealing of the 
character of relations between industry 
and the government in the country. Tlie 
threat is most used by industries which 
arc large employers of lalxiur since it is 
the prospect of lulxnir being loid-off 
which is expected to bend the govern¬ 
ment to indusby’s will Sugar mills in 
different parts of the* country have been 
lec'ently talking of closing down unless 
the government concedes their demand 
for reduction of excise duty, higlier 
prices and a govcmruent-linanced buffer 
stock, llic textile industry is another 
old hand at thi.s game of threatening 
closure. In November last the Mill- 


beyond 40 iier cent, even in constitu** 
encies where the contests ore keen. 

The four-party alliance did not make 
any headway in the State as no adjust¬ 
ment of scats txiuld take place between 
the SSP and the Congress(O). Hence 
the confrontation between their candi¬ 
dates in the Dibrugarh and Koliabor 
coiLstituencies. The Jan Sangh has a lone 
candidate pitted against Fakhruddin Ali 
Ahmed in Darpeta, The Swatantra Is no 
force Iktc. The trading classes are still 
largely behind the Congress parties and 
the caste factor is less prominent in 
Assam than in northern India. 

The Leftist parties have closely fol¬ 
lowed the pattern set at the national 
level. The SSP is fighting the election 
on its own, while the PSP and the CPI 
have come together as have the CPM 
and the RCPI. The PSP-CPI combJna- 
lion hopes to do well, but the CPM- 
RCPI combination is likely to cut into 
its voles in tlie Gauhati and Nowgong 
constituencies. I’hc Congress(0} and the 
Jan Sangh are functioning as allies, but 
this is not a substantial alliance. Tlie 
fact that the Congiess(O) has fielded as 
many as 10 candidates really represents 
its desperate fight for suiviv^. As mat¬ 
ters stand, it may not even retain Its 
Dibrugarh .seat. 

For long businessmen in Assam have 
been aspiring to a share in political 
power. They are no longer willing to sit 
hack and be merely king-makers and 
financiers of parties. Three prominent 
busine.ssmcn are in the field this time. 


owners’ Association, Bombay, had 
threatened a 15-day block closure “as 
the only solution” to the situation aris¬ 
ing out of shortage of cotton. The 
threat yielded from the government, 
among other things, the promise of 
larger cotton imports. The industry is 
at it again now. This time the provoca¬ 
tion is the alleged squeeze on bank cre¬ 
dit to textile mills. The Indian Cotton 
Mills* Federation’s threat is *iot as ex¬ 
plicit as was the MOA's, but the inten¬ 
tion is no loss clear, 'fhe press note 
issued by the ICMF on Thursday de¬ 
clares that “unless the status quo ante 
with regard to credit availability is res¬ 
tored immediately, a serious situation 
u'ould develop, resulting in loss of pro¬ 
duction and more unemployment”. The 
hint is obvious. 


BUSINESS 


Spurious Distress 


655 



March 6, 1971 


EOWOMIC AND POLITICAL \^EKLY 


What has :onsed the mills’ ire is the 
hanks’ decision to raise the mar^n on 
advances to mills atrafnst cloth and yarn 
to 40 per cent and to put a c‘f‘ilinR on 
the quantum of such advances hy limit¬ 
ing them to either the inid-Dcf'emher 
1909 level or to stocks equal to hvo 
months’ production, Fhjui the fact that 
the press note was issued after an TCMF 
delegation had met oHu inls of the Re¬ 
serve Bank, it may ho suimised that th(' 
ICMF was less than satisfied with the 
healing ft got from the Bcseive Bank. 

The hackeinund to the so-called cre¬ 
dit squeeze on mills needs to he noted. 
Cotton prices, it is vv^ell known, rose to 
unprecedented levels earlier this sea¬ 
son. The mills would not have hid up 
prices to these' fantastic levels had they 
not heen c'oiifident of making up 
through higher prices of cloth. In 
theory mills are requiied to devote oiic- 
fourlh of their production to varieties 
of common tonsumption for which the 
prices arc fixed hy the government. Even 
allowing for the exemptions allowed for 
export and supr>lies to tlie defence for¬ 
ces, the inihistry’s output of the con¬ 
trolled varieties should he around 16 
to 18 p(*r f'cnl of total production. In 
fact it is less than 9 iv'r cent. Even 
this fi^-Uire is misleading since many 
mills, and (he more modern ,and effici¬ 
ent mics at that, produce virtually 
nothing of the controlled varieties. With 
practically all their output consisting of 
the othr'r variety's, these mills have heen 
able, thanks to the buoyant demand for 
cloth, to hike up prii f's — so much so 
that cloth is the one consumer item 
whose prices have perhaps risen the 
most in the last six months or so. 

What has given an edge to th<^ credit 
squeeze is the fact that it lias come at 
a time when the wholesale trade in 
cloth has been .showing .signs of slack¬ 
ening on the earlier scramble for the 
products of the well known mills. Till 
recently tradt'rs had to watt in qu^nc 
for months and even pay in advance for 
their piircha«:es. This .situation has 
changed. First, as a result of the con¬ 
tinuous rist? in prices over months there 
has inevitably developed some consumer 
resistance. Set'ond, the traders themsel¬ 
ves have hex'n subfected to a credit 
squeeze directly hy the commercial 
banks and indirectly as a result of the 
cut in commercial bank lending to mul- 
tanl shroffs. As a result, traders are not 
lifting stocks with the same alacrity. 

Faced with this situation, the mills 
had a choice. They could hang on to 
their stocks in the hope of sustaining 
prices at the present high levels or they 
could cut prices in on effort to stimu¬ 


late demand. If there have been any 
price cuts, no one has yet heard of 
them. Instead mills are evidently hoping 
to be able to stave off the need for any 
price I eduction by holding on to storks 
with the help (if bank credit. It is sig¬ 
nificant tliat the ICMF press note, 
while i( makes out that stocks with mills 
art; ntjt excessive, avoids giving precise 
figurt's. Of course, here again, figures 
for the entire industry would conceal 
more than they would reveal, since it is 
a handful of mills who have been bene¬ 
fited most fimri the spr'ctanilar increase 
in cloth prices and who arc now fight¬ 
ing to sustain these gains. 

The ICMF^s .spurious rgv of distress 
is matched only by the bravado of the 
Foreign Trade Minister, L N Mi.shra, 
wdio declared on Thursday that he was 
Inniing down I he textile industi*y’s de¬ 
mand for an increase in the prices of 
the controlled varieties of cloth. *Tt fs 
the goveiTiment’s declared i)olicy” he 
said, *‘not to pciniit a rise in prices of 
items of (ximmon consrjinption and vve 
cannot make an exception in this case.’' 
The. piicf’s of the controlled varieties are 
fixed according to a formula which pro¬ 
vides for adjuslinents to take account of 
increase's in cost. Yet, though exists, es¬ 
pecially of cotton, have admittedly risen 
sharply, the controlh^d prices have stay¬ 
ed init sinc;e May 1968. In the circiim- 
sfaiicc's, the mills sliouki have rjriven 
ll}eTn.selves to the poor house by now'. 
What they hav(' done is, of course, to 
virtually stop p-oducing the controlled 
varieties. This has been done with the 
connivance of the grjvenunent which al¬ 
lows mills to avoid producing the con¬ 
trolled varieties by paying a nominal 
p('rrally of 6 parse per square metre. 
When the Ministc'r makes brave noises 
of eonceni for the common man what he 
omits to mention is that the varieties of 
cloth whose prices he is so bravely 
keeping down aie .simply not available 
because a large numlier of mills have 
stopped producing them. If he meant 
business lit' could quite simply raise the 
penalty for switching from controlled 
varieties to other varieties to a level 
which would make such a switch un¬ 
profitable for the mills. 

Whom does tlie Minister for Foreign 
Trade think he is fooling? 

Sugar 

Threats In Abeyance 


THE sugar industry threatened a closure 
at the beginning of February. -Northern 
Indian mills, particularly the 73 mills in 
UP, were to stop crushing from the 10th 


of the month. The State Government 
became nervous and promised to esta¬ 
blish a Sugar Corporation to take over 
the ‘sick mills'. It also agreed to Jtake 
up the mills’ case with the Central. Gev- 
emment and save the industry from 
‘collapse’. In South India and Maha- 
ra.shtia sugar mill woikers decided to go 
on a strike as the mills had not imple¬ 
mented the Second Wage Board award. 

Faced wdth the closure and strike 
throats, the Food Ministry came out 
with a statement that the mills’ de¬ 
mands were being considered and that 
the Government’s decision would be an¬ 
nounced after the elections. In the 
meanwhile, industry should ensure that 
the interests of cane-growers and sugar 
mill workers were not Jeopardised in 
any way. 

Tlie industry's demand.s are increase 
in levy prices, by about Rs 30 per bag, 
uniform excise duty on l(.‘vy and free 
sugar and the implementation of the 
buffer stock scheme. Though tlie threat 
of closure has receded for the present, 
it cannot be ruled out. On February 
19 S K Somaiya pointed out that banks 
bad raised their margins from 10 to 15 
tier cent for levy sugar and 25 to 30 
per cent for free sugar — adding quii't- 
ly that whereas last season Govt;inment 
had had to take over 19 mills, this sea¬ 
son the number w'ould go up. Somaiya 
askeil for an ad hoc increase in credit 
in order to avoid a sudden breakdown 
in cane payments in the early part of 
March. But banks have already indicated 
their inability to restore previous limits. 
Recoveries are very high during March 
and so no factory-owner would volunta¬ 
rily .stop production at this stage. Of 
the 207 sugar mills in the country, 205 
are at present operating and production 
during the season had touched 18.90 
lakh tonnes by February 7. 

Somaiya bad last month placed likely 
production during the scasori at 38 lakh 
tonnes but only a few days later, on 
February 21, the P’ood Ministry came 
out with its own projection. The ex¬ 
perts in the Ministry estimate that pro¬ 
duction will be at least 40 lakh tonnes 
and say that they would not be surpris¬ 
ed if it touched the previous season's 
level of 42.60 lakh tonijes. Earlier these 
same experts had expected a fall of 
about 10 per cent in production this 
season since there had been a similar 
fall in the area imder sugarcane. This 
simple arithmetic approach of the ex¬ 
perts in the Food Ministry is ludiarotLi, 
Hardly one-third of the cane crop is 
used by the sugar industry. So the sugar 
mills can get as much cane as they need 
since the kbandsari units are paying less 
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than Rs 6 i)cr quintal of cane while the 
sugar mills pay Rs 7.37. 

Sugar prices meanwhile continue to 
niki at a high level. In the first half 
OT the last season, the monthly average 
of prices had come down to Rs 109 per 
bag though less than 10 lakh tonnes of 
sugar had been released. In the five 
months of the current season so far, 18 
lakh tonnes have been released and yet 
the monthly average price has remained 
unchanged at Rs 178 per bag between 
November 1970 and February 1971. 

Cement Machinery 

Arrested Growth 


THE progress of cement machinery 
manufacture is evidence of the re¬ 
markable progress in machinery manu¬ 
facture in the country. Cement plants 
of 600 tonnes/day can now be made 
in the country and the foreign ex¬ 
change component of Rs 150 lakhs 
pei plant, mostly for instrumcntalion, 
comes to hardly live per t;em of total 
cost. It is now reported that cement 
plant manufacturers car build larger 
plants with a capacity of 1.000 tonnes 
per day. 

However, the dri\r for expansion of 
^ement capacity has been blunted by 
various factors. The Government’s own 
cement consumption has declined from 
about half of total cement output in 
the country to a little over one-third. 
The price of cement, after a brief ex¬ 
periment in decontrol, has been 
brought under control again. And with 
t'V* re-introduction of licensing, the 
5>purt in the setting up of cement units 
(noticed, as usual, most prominently 
among Birla enterprises which saw de¬ 
licensing as a means of by-passing 
Govenipjent imposed restrictions on 
growth) has slowed down. 

The results of this slow-down are 
evident in the order-book position and 
capacity-utilisation of cement machi¬ 
nery manufacturers. In his presidential 
address to the Fourth Annua! General 
Meeting of the Cement Machinery 
Manufacturers* Association, Ranvir 
Khatau laments that the demand for 
cement plants absorbs hardly one- 
fourth of the capacity established. 
Khatau also refers to other problems 
of the industry. It is not able to ex¬ 
port aggressively, despite some success 
in winning export orders, because of 
Government’s tardiness in making im¬ 
ports of, for example, boiler quality 
plates available. He also feels that the 
export subsidy of 10 per cent is not 
sufficient^ particularly considering the 


fact that some individual items which 
go into cement machinery manufac¬ 
ture are eligible for much larger sub¬ 
sidy. Finally, he adds one more item 
to the list of failures of the Heavy 
Engineering Corporation—failure to 
supply large-sized castings. 

The cement machinery manufactur¬ 
ing units thus illustrate all the current 
ills of industry in general: low rate of 
expansion of cement capacity, low uti¬ 
lisation of machine-building capacity 
and inadequate co-ordination of local 
and imported supplies for the assemb¬ 
ly part of machiniTy manufacture. 

Rayon 

Larger Issue Evaded 


THE Government has, after considera¬ 
ble delay, accepted the Tariff Com¬ 
mission’s recommendations on rayon 
lyre yarn, cord and fabrics. For super 
IJ material the prices fixed are Rs 12.25 
per kg for yarn, Rs 13 for cord and 
Rs 13.50 foi fabric. For super 1 mate¬ 
rial, the prices are Rs 10.25, Rs 11 
and Rs 11.50 respectively. The rayon 
manufacturers have shown no eager¬ 
ness to implement the decision so iar; 
but on paper it represents a reduction 
of 15 to 20 per cent in the puces pre¬ 
vailing earlier. 

The Tariff Commission has also 
made two ancillary recommendations. 
Firstly, it has suggested that DGl D 
might keep a check on capacity uti¬ 
lisation, since cost of production varies 
with this factor. Secondly, it has sug¬ 
gested that the Government keep in 
mind the varying needs of industry for 
nylon, rayon and cotton tyre cord. 

Rayon tyre yarn, cord and fabric 
form a substantial element, almost 40 
per cent, of the total cost of tyres. The 
Government expects, therefore, that 
the price reduction in rayon should 
dissuade the tyre industry from rais¬ 
ing its prices. 

Total rayon tyre material capacity is 
estimated at about 48-50 tonnes/day, 
which is about one-fifth of total licens¬ 
ed rayon capacity in the country. The 
industry expects a fall in profits with 
the new prices, and share prices of 
prominent units in the industry have 
declined somewhat as a result. 

The rayon tyre material is a small 
element in rayon production and its 
price has a marginal impact. The price 
reduction bt^riefits a small group of 
users of tyres. The Government, how¬ 
ever, still evades the issue of prices of 
other rayon materials, which is tied up 


closely with the question of exports 
and small weavers. It is this issue 
which will determine more closely the 
prospects of the rayon industry in the 
future. 

Small Industry 

Ad Hoc Policy-Mix 


BOTH the Industrial Policy Resolu¬ 
tions refer to the government’s anxiety 
to foster small industry. The five-year 
plans, particularly after the late D G 
Karve’s report on small industry, have 
also paid lip-service to the objective 
of promoting small industry, though 
since P C Mahalanobis enunciated his 
strategy of using cottage and small 
industry to produce consumer goods, 
not much has been done for smalt 
industry in an active way. This is 
I vident from the fact that the share 
of small industry in national income 
has declined from 9.6 per cent in 
1950-51 to 7.1 per cent in 1968-69. 

Yet small industry plays an impor¬ 
tant role in the economy. A recent 
survey of small industrial units shows 
that of 1,224 units surveyed, more 
than half the number (in all 615) ex¬ 
ported more than 10 per cent of their 
output in 1969. Of their output of 
Rs 61.11 crores, exports were Rs 19.69 
cm res. As might be expected, ready¬ 
made garments accounted fur a fifth of 
these exports. 

Government’s interest in small 
industry appeals to have revived re¬ 
cently. Banks are already being pres¬ 
sed to finance small industry and it is 
reported that about Rs 100 crores of 
foreign exchange is being set aside for 
small industry’s import needs. Finally, 
having just reserved 55 items for deve¬ 
lopment by small industry under its 
new licensing policy, the government 
has now added 73 more items to the 
list. These include metal fabrication 
(pressure die castings, torch cases, 
weights), automobile ancillaries and 
garage components, and miscellaneous 
items like domestic utensils and mea¬ 
suring tapes. The problem of en¬ 
couraging small industry is not one of 
a lack of desire on the part of the 
government as of lack of organisation 
and a coherent, well-conceived policy. 
It is lime that the various policies in¬ 
tended to encourage small industry 
are brought together under one roof, 
so to say. The prt'sent ad hoc policy- 
mix, however well-intentioned, has, as 
noted at the beginning, seen a decline 
in the relative, position of small 
industry. 
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Waiting . . . 

Romesh Thapar 


A , STOIIY on what the astrologers all 
ov<*r the country have to say about elec¬ 
tion prospects in one of our local 
newspapers represented an appropriate 
roininent on the pre-voting state of com¬ 
mentators, political and mystical. They 
are liedging, desperately, despite the 
clear indications of a ground-swell in 
favour of the ruling Congress party. I 
think wv jnust leave the election scene 
t(j wallow in its ow'ii speculations — at 
least, until the results are known — and 
take a look at all the important issues 
now neglected. 

I liope someone wall remember to push 
thiough a warm and encouraging mess¬ 
age to the new Constituent Assembly of 
Takistar), meeting on March 3. For 
South Asia, this may well mark a sigui- 
ficant turning point in Indo-Pak rela- 
tums. Aft^^r all, Bhutto is not Pakistan. 
Mujibui Rahman, too, is Pakistan. We 
I ailed to remember this at the time of 
the hijacking. These inc)montous deve- 
lopuK'nts are taking place at a time 
whc'n wc arc locked in an electoral 
*7Tattle ovci the future complexion of our 
govemna nt. MaylK^, th<^ two currents 
arc destined to meet. 

Fokeicn Poucy Issues 

Meanwhile, London makes the usual 
moves to push military supplies to 
South Afiica. Sardar Swaran Singh has 
leacted in the midst of his campaign to 
letain his^scat, but India has to do more 
than just react. As soon as the Prime 
Minister is back to work, India will 
have to nonake Heath & Co realise that 
the Ck)mmonwealth will not survive the 
aims deal. The unfortunate Tories do 
not seem to realise what's cooking. 

'I’ension in the West Asian region has 
taken an unusual turn. President Sadat 
of th(? UAR has launched a series of 
riiovos to <‘nd the paralysis with Israel. 
The initiatives are mi^t enlightened and 
sei'k an end to the warring and sparring. 
They have been taken despite the hos¬ 
tility of other Arab powers whoso re¬ 
cord in corning to the aid of a crippled 
UAR has not been too distinguished. 
However, we are now witnessing a ri¬ 
gid posture by Israel to somehow pre¬ 
vent the surrender of its war gains. The 
victims of fascism cannot play this 
game for too long. 

And in Soutli-East Asia, President 


Nixon has further enlarged the area of 
conflict. We arc silent. Election strate¬ 
gy, perhaps, makes us so. lire conflict 
HOW' rages in northern Laos and might 
even excite China. Already, alarmist 
stories speak of an invasion of North 
Vietnam. We arc again entering nii 
extremely complex phasr* of the w^ar in 
the regions of the former Indo-China. 
The USA would depict these bloody 
excursions as exercises in arranging the 
withdrawal of its forces, but this is only 
propagandist talk by the hawks of the 
Pentagon. 

All this and moie has been given cur¬ 
sory tiealmeiit in the Press in India 
because of the pre.ssure of election co- 
veiagc. It will take some time to catch 
up with the jk‘ws of the world, the 
more so when we reaii.se how much has 
been piling up in I eni ally which is of 
diiect concern to us, Ciovernment has 
bt^'ii more oi less at a standstill this 
last month. ]^esi)iti* thi^ best efforts of 
the more cncigetic biireaucrats, deci¬ 
sions have not hem forthcoming. Then, 
of course, there are some ministerial 
I>ersonages who CiUinol take decisioirs. 


LETTERS TO EDITOR 


For them elections are a mantram for 
no action. 

Pai.e Buheaucracy 

Apart from tliosc concerned with bud¬ 
geting in the Finance Ministry, the 'sys¬ 
tem' has been busy preparing the ground 
for decisions. Everyone looks exhausted^ 
despite the fact tliat orders are out from 
the Home Ministry that senior officials 
will k^‘^‘p their distance from the elec¬ 
tions! Maylx^, it is the thought of new 
Ministers, new bosses, and the like that 
curates the pallor at this climatically de¬ 
lightful phase in Delhi's weather. 

Wc have had our fill of electioneering. 
Evt'ii the Jan Sanghi sponsorship of *Cho' 
Raniaswamy in the Capital helped us 
lealise how exaggerated w'erc the re¬ 
ports of his ‘brilliant satire'; an adoles- 
ei nl and rather banal wit with little 
understanding of what goe.s on in this 
w’orld of ours. If such a one can erode 
the DMK, it means that the DMK must 
have dug its grave a long time ago, un¬ 
known to tliosc seeking its blessings I 

Now’, we aic waiting for what will 
follow the elech'ons. Pre.sident Ciri has 
chosen March 23 to address the new 
Pailiament — astrologically, the most 
auspicious day in tlic Hindu calendar I 

March 1 


Poverty 

DANDEKAR and Rath seem to have 
exaggerated the iierfonnance of the eco¬ 
nomy over the past decade (“Poverty 
in India”, January 2 and 9). The part 
ot their study dealing with the dimen¬ 
sions and trends of poverty' has receiv¬ 
ed slim treatment. For example, the 
authors have not explariicd the ba.si.s* of 
their .sixnnd and final levision of the 
estimate of per capita rural consump¬ 
tion by 5.2M p<*i iciil. Particularly after 
the first correction and icvision, this is 
ineompri’lieiisible. if NSS estimates 
suffer from undiaestimation, official es¬ 
timates are subject to oveiestimation. 
Raising the NSS estimate by more than 
12 p<n* cent just to bring it in line with 
the official estimate, without so much as 
explaining the logic behind tlio 5.29 
per cent increase, is not a “consci vo¬ 
tive correction”. It is just a crude at- 
h nipt at presenting a brighter picture 
of the economy's ""iHtrformance — parti- 


in India 

cularly when the first levision underta¬ 
ken by the authors shows a decline of 
1.40 per cent in per rai)i(a inral con¬ 
sumption. 

Nor have, the autliois given adequate 
attention to per capita NNP. The change 
in the per capita income of the rural 
population during *he last decade has 
been almost ignoied, i>ossibly because 
of the nun-availability of official estima¬ 
tes. Official agencies, too, are silent on 
this asj>cct and it should not be sur¬ 
prising if one is told that “the concept 
oi i)er capita lural income is not very 
meauingful'' in India since 82 per cent 
ol the population lives in villages. Such 
is the apathy of official statistical agen¬ 
cies; and economists are not expected 
to be bogged down by their manipula¬ 
tions. It is yet to be seen whether the 
lK*.r capita mral income has declined 
in real terms between 1960-61 and 1968- 
69 and what the impact has been on 
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the p£K)resl sections of tlic rural popu- 
laliuii. I( the p' capita rural income in 
real teiins lias cledined, then the per¬ 
formance cun lie tcnnecl simply iKXJr 
and tlic economist should liave no cxmi- 
initment to official agencies to prove it 
otherwise but sliould act as an iiiipai- 
tial historian. 

Sui3Al\.SHAN KuMAU KaI'UU 
Madina, Itohtak 
Kebruaty 20 


Naxalites and Naxalism 


K RAMACHANDRAN has pointed up 
(February 13, p 442) the double talk 
t)f Mohit Sen in the latter’s diatribe 
against Naxalnes and Naxalism (Annual 
Number, pp 195-98). One or two 
more points need to be made. 

The fact (and this is a fact) that 
Charu Mazumdar s tactical line is a 
distortion of Marxism-Leninism-Mao- 
Tsetung’s-Thought, is no basis for con¬ 
demning the movement as a whole, a 
large part of which at any rate, is 
quite sepaiate Ironi the CPl(M-L). It 
is true that the line dictated by Charu 
Mazumdar since the formation of the 
CPI (M-L) has resulted in a setback 
for the revolutionaiy upsurge which 
came in the wake of the peasant up¬ 
rising in Naxalbaii m 1967. The 
movement has been debased by the 
sensational ‘action’ tactics of the 
Mazumdar group, with their 'politics’ 
of individual annihilation. But two 
major factors must be kept in mind: 

(1) As mentioned earlier, a signi¬ 
ficant section of tested revolutionaries 
has been working outside the fold of 
the CPI(M-L). It IS the intention of 
these people to picpare a genuinely 
proletarian leadership from amongst 
the workeis and peasants in the main, 
to liberate the masses from the grip 
of the revisionists and opportunists, and 
to guide them resolutely along the 
path of armed revolutionary struggle 
in the countiyside under the leader¬ 
ship of the working class. There is 
no time-limit set to this; Marxists, un¬ 
like Charu Mazumdar, are not pro¬ 
phets. 

(2) Incicasing luinibcis of CPI(M-L) 
cadres at the highest levels as well as 
from amongst the rank and file are 
questioning the tactical line of the 
party, as well as the anti-Marxist 
authoritarianism of Charu Mazumdar. 
These dissenters are under threat of 
betrayal or murder by their loyal-to- 
Charu comrades, but most of them are 
firm in their resolution to continue 
the struggle and to coirect their past 
mistakes. The few who have slipped 
off to find cushy jobs or scholarships 
in the West are fust the butteiiQies 


Mohit Sen would know anyway. 

Although one must admit the dubi¬ 
ous combination of Mazumdar's tac¬ 
tics and the facility with which these 
have been escalated into bestiality by 
Right-inspiicd anti-social elements 
particularly in West Bengal — this in¬ 
cludes the ‘Big* Press —, one must 
also realise that this has been what 
Mao Tsetung calls a lesson learned 


from the ^‘negative contradiction** 
which, despite the colossal and tragic 
loss of life and time is, nevertheless, a 
stepping stone towards forging a cor¬ 
rect revolutionary leadership and tacti¬ 
cal line for the Indian Revolution.' \ 

ABC 

Bombay 
March 1 


GREAT IXPECTATieN 



The time has come. Coy and hesitant but proud, your wife 
approaches you. in those happy moments together a secret 
is shared. A great secret that makes you proud and happy. 

you 're going to be a father. 

This is a time to rejoice...A time for the great expectation. 

But don't let this ecstasy make you unaware of the realities 
too. The future may carry uncertainties. Responsibilities 
may increase. Unexpected needs may arise, 

Planning for the future is all the more important now...to 
meet the growing needs of your family and also to ensure 
financial security for them. These are best done through 
LIFE INSURANCE. For Life Insurance alone can safeguard 
a family's future needs. Insure and be secure. 

There is no substitute for Life insorence 

B/e Jnsurance (Torpomtion of Jndia 

rNs/ucr>i>7i 
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MARKETS 


Not for a Rise, Anyway 

Nishtar 


THE stock market simply marked time 
last week, moving to and fro in an 
indecisive manner. It beat no further 
retreat, but it made no attempt to 
move up either. Activity shrank fur¬ 
ther, and much of this limited busi¬ 
ness was precautionary trimming of 
outstanding positions on the eve of 
the parliamentary elections. Net 
changes over the week showed a mix¬ 
ed price pattern, with plus and minus 
signs almost evenly spread out. Only 
the shares of companies engaged in 
the manufacture of rayon tyre cord 
yarn (Century Rayon, National Rayon 
and the DCM subsidiary Sri Ram 
Rayon) have had a rather bad knock 
as the cut in tyre cord prices is like¬ 
ly to make a quite big dent in their 
profits. 

The corporate news was good and 
quite plentiful too. But it failed to 
enthuse the market. Nor d'd the mar¬ 
ket take any serious notice of the 
December record export figure of 
Rs 151 ciores, which has given rise to 
Jjppes in otficial quarters of achieving 
the 7 per cent growth target if the 
Octobcr-December trend is maintain¬ 
ed in the last quarter. But is it not 
too early to jump to conclusions? 

With business reduced to a trickle, 
market men have been idling away 
their time in gossiping about the possi¬ 
ble outcome of the mid-term elections. 
Some have made a business of it and 
staked money on the candidates. But 
need that cause any surprise? Do not 
people stake big fortunes on horses? 
As far as the elections are concerned, 
the market is perhaps less interested 
in who wins. Its main concern is whe¬ 
ther the party returned to power will 
be able to form a stable and effective 
government to cope with the urgent 
economic and political tasks facing the 
country. The economic horizon is not 
all too bright and the cult of violence 
is becoming a part of the nation’s 
political fabric. With quite a number of 
uncertainties weighing heavily on its 
mind, the stock market is unlikely to 
make any decisive move in the imme¬ 
diate future not for a rise, anyway. 


Near«T«rni Uncertainty 

THE cotton market-has turii^ steadier 
on reduced offerings and slightly im¬ 


proved spinner inquiry at lower levels. 
Prices have rallied further with most 
varieties moving up Iiy Rs 200 to Rs 
350 a candy from their mid-February 
low kvels. The offtake of cloth and 
yarn has not improved, but there has 
been no fresh marking down of pri¬ 
ces. This has imparted a measure of 
steadiness to cotton. The near-term 
outlook seems rather uncertain. Not 
many observeis expect cotton prices to 
decline much below their recent lows 
unless additional import quotas are re¬ 
leased soon. But at the same time, 
prospects of any major recovery are 
also discounted. The credit squeeze has 
begun to tell. Holding and hoarding 
of stocks has become difficult and ex¬ 
pensive, and cariying high-priced cot¬ 
ton entails additional risk. 

Fairly large quantities of cotton will 
he aniving during March/April. Im¬ 
pel t quotas released this season so far 
add up to 7.75 lakh bales, but arrivals 
up lo February 6 totalled only 1.31 
lakh bales of which at least half the 
quantity is against quotas of the pre¬ 
vious season. If arrivals have been 
poor, it is only because mills had 
planned that way. Quotas had been 
released well in time. New Delhi has 
often been criticised for not releasing 
larger quantities in keeping with its 
earlier assuiances. But why must Gov¬ 
ernment rush with import quotas when 
the industry itself has been so slow 
in effecting purchases and has shown 
maiked preference for late shipments? 


Impending Threat to Exports 


THH oilseeds market showed no clear 


pattern last week. Groundnut oil prices, 
held firm between Rs 4,450 and Rs 
4,550 a tonne on steady inquiry from 
vanaspati manufacturers and not-so- 
large offerings. But the firmness in 
groundnut oil had only a small steady¬ 
ing influence on the rest of the mar¬ 
ket. Linseed oil and castor oil prices 
tended to case under pressure of im¬ 
proved supplies. Trading in linseed and 
castor futures was characterised by 
erratic fluctuations. Neither bulls nor 
bears were inclined to take big posi¬ 
tions in the face of political uncertain¬ 
ties. The general tone, however, was 
rather subdued. 

Inquiries with informed sources in¬ 
dicate that India has been permitted 
to import 60,0(>0 tonnes of mutton tal¬ 
low during March-August under US 
AID allocations. Announcement about 
the release of 90,000 tonnes of soya¬ 
bean oil under PL 480, to be shipped 
before the end of July, is also said to 
be imminent. This includes 43,700 
tonnes of oil already purchased under 
letters of conditional reimbursement. 
Imports of mutton tallow and S 03 ra- 
bean oil are welcome as they will 
help keep oil prices under check. 

More difficult time lies ahead for 
exporters of oilcakes. The Karmahom 
Conference has given advance indica¬ 
tion (it is really a notice) of the freight 
rate for the UK/Continental ports 
being raised further by 15 per cent 
from June 1. This is not all. A fur¬ 
ther rise in September/October is also 
considered inevitable. Where will it 
lead lo, nobody can say. The current 
freight to the UK/Contincntal ports 
is S 31-1/2 per tonne, with an addi¬ 
tional surcharge for the London port. 
The fnight stood at $ 16-25 on De¬ 
cember 31, 1969. How can Indian oil¬ 
cakes maintain their competitive posi¬ 
tion in world markets In the face of 
such heavy freight? 



SUBSCRIPTION RATES 



Inland 

Foreign 




(Surface Mail) 


Six months 

Rs 32 



One year 

Rs 60 

Rs 75, S 10.00, 

C 4.25 

Two years 

Rs 110 

Rs 140, S 18.75, 

£ 7.75 

Three years 

Rs 160 

Rs 205, S 27.50, 

£ 11.50 


Foreign Air Mail 

Rates on Inquiry 


1 Concessional Rates for Students, Teachers and Researchers I 

1 Six months 

Rs 13 

One year 

Rs 25 

1 Two years 

Rs 45 

Three years 

Rs 65 

1 Concessional Rates Are Not Apjdicable to Institatloaa | 
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COMPANIES 


No Break-Up, No Break-Even 

Hansavlvck 


WALCflANDNAGAH INDUSTHIES 
03i(l ycai, ended SepteiniK'f 1970, was 
perhaps the most disastrous in its career. 
It showed a Oadiug deficit of Bs 95 
lakhs atjainst a suiijImn of Bs 58 lakhs 
previcnisly, althougli total tuiDovcr was 
poly iiiaiLdoally lower at Us 10-16 ciores 
(Us 10.22 crores). After making certain 
adjiistineiils, a net deficit of Bs 98 lakhs 
was earned It) the balance-sheet. In 
addition, dtpieeiation and development 
rebate, at Rs 37 lakhs and Bs 9 lakhs, 
resiieetively, could not be provided for. 
Divideoils on both ctjnity and prefer¬ 
ence shares were skipped. Even so, Rs 
52,500 havt; l)een donated out of the 
eompany’s fund. Of this, Rs 50,000 
have gone to VValchand Industries Cha¬ 
ritable Tiiist. Ik)tli the sugar and in¬ 
dustrial inaehinciy divisions crmtribiit- 
I'tl to the lulveist' results, but the real 
niggt'i in this pile was the 'initiar orders 
for c<‘ment machint'iy for which the 
company had to depend on imports lied 
In sptcide foieign exchange loans — 


and supi)lies lioin specified countries in¬ 
flated costs and t'loded margins. The com¬ 
pany ciushed 2.56,763 tonnes of sugar- 
tane and prodnt'ctl 2,55,059 bags of 
sugar at an aveiagt' recovery of 9.85 per 
cent, con)paied to 2,31,886 tonnes of 
eane euislu'd and 2,42,691 bags of sugar 
produced at a n-eovery of 10.40 per 
cent ill 1968-69. Tlie distillery produc¬ 
ed 38,92,839 litres of rectified spirit and 
sold 38,38,454 lities, agaiicsl 33,49,293 
litres and 31.52,564 litres, respectively. 
Sal<*s of the plastics division were a 
shade better at Rs 6 lakhs, while those 
of industrial machinery wc're slightly 
lower at Bs 6.26 crores. The break-up 
figures of profit or loss for each of the 
various lines of activity should have been 
given along u ith the turnover figures to 
enable shateholdeis to yield a clear pic¬ 
ture of the company's performance. The 
company has unoei Liken the setting up 
of a .sugar factory at KInyala in Uganda 
on a turn-key Ixasis in paitncrshlp with 
a local paity. Total orders on hand 


for machinery as at the end of last 
January stocKl at Rs 21.74 crores includ¬ 
ing export orders for Rs 4.60 crores. 
The company has been rcgi.stcred as An 
‘inter-connected undertaking’ under 
Min^P Act. 

INDIAN VEGETABLE THODVCTS 
increased its gio.ss profit by 35 per cent 
in 1969-70, although total turno\4er was 
a .shade lower than during last year. The 
management complains that the vanas- 
pati industry’ had to contend with “very 
difficult conditions” and that the better 
results were due to improved contribu¬ 
tions from other activities. Yet the re¬ 
port itself docs not give break-up figures 
of turnover and profit from each of the 
various lines of business. It is stated 
that operations in the vanaspati divi¬ 
sion were upset by a unilateral change 
made by Government in the fortnightly 
price foiTOula without taking into ac¬ 
count the increased processing costs, 
the "large” increase in cost of tin con¬ 
tainers, and "major and rapid” fluctu¬ 
ations in oil prices. The Tariff Commis¬ 
sion inquiry into the cost structure of 
vanaspati lia.s been completed, and the? 


The Week's Companies Lakh-*) 



VV'alebandnagar 

IVP 

Madra.s 

Rubber 

New Commercial Mills 

Latest Year 
30-9-70 

Last Year 

30-9-6S 

l.ati'.st Year Last Year 
30-9-70 30-9-69 

Latest Year Last Year Latest Year 
30-9-70 30-9-69 31-3-70 

Last Year 
31-3-69 

Pafd-up capital 

232 

232 

29 

29 

244 

187 

54 

98 

Reserves 

111 

232 

33 

28 

175 

177 

48 

24 

Borrowings 

471 

463 

36 

13 

441 

284 

191 

167 

of which Tenn borrowingi 

s 110 

114 

15 

13 

3.36 

256 

20 

48 

Gross fixed assets 

655 

698 

73 

62 

651 

490 

305 

345 

Net fixed assets 

376 

331 

24 

31 

426 

318 

123 

143 

Investments 

1 

1 

1 

1 

6 

5 

1 

1 

Current liabilities 

758 

496 

47 

51 

329 

242 

98 

181 

Current assets 

569 

537 

96 

70 

450 

327 

149 

, 129 

Stocks 

230 

268 

44 

35 

247 

204 

40 

18 

Book debts 

586 

518 

17 

26 

307 

239 

118 

57 

Net sales 

1016 

1022 

583 

585 

1733 

1465 

341 

163 

Other income 

29 

24 

1 

1 

29 

24 

77 

100 

Raw material costs 

713 

657 

491 

.501 

1181 

1002 

122 

93 

Wages 

141 

121 

27 

24 

133 

116 

80 

73 

Interest 

32 

26 

4 

3 

43 

28 

10 

17 

Gross profitf-f-VIossf—) 

—95 

57 

23 

17 

173 

1.50 

24 

—88 

Depreciation provisto 


35 

4 

3 

53 

34 

— 

— 

Tax provision 

- 

4 

11 

7 

43 

42 


— 

Net profit( + )/loss(— ) 

—95 

18 

8 

7 

77 

74 

24 

—88 

Development rebate provlskm 


1 

1 

— 

19 

20 

4 


IVansfer to reserves 

— 

— 

2 

2 

29 

31 

— 

““ 

Dividend 









Amount 

_ 

18 

5 

5 

29 

23 

— 

— 

Rate (per cent) 

— 

10 

17 

16 

12 

12 


— 

Cover (times) 

— 

1.00 

1.60 

1.40 

2.00 

2.35 

— 


Ratios (per cent) 









Gross profit/sales 

- 

3.57 

3.94 

2.90 

9.98 

10.24 

7.04 

— 

Net profit/capital employed 

- - 

1.94 

8.16 

10.00 

9.07 

11.42 

8.18 

— 

Inventories/saiet 

22.54 

26.22 

7.54 

6.00 

14.25 

13.02 

11.33 

11.04 

Wages/salet 

13.87 

11.84 

4.63 

4.12 

7.67 

7.92 

23.46 

44.78 


562 



BCbNOMlC AND POLITICAL WEEKLY 


liBxth 6, istri 


inaruigc'inent is awaiting the Comniis*' 
sion’s rccoinineiulations. Production and 
ssalcs ot oth(!r lines are expected to im¬ 
prove sti'iulily and to bring in “better 
U) the company. 

MADHAS JWBBKR FACTORY is expe¬ 
diting .sliipnients of machinery in respect 
()1 expansion of its capacity from 3,60,000 
to 6,]0,000 tyros and tubes per annum. 
Part ol the machinery has already been 
shipi)cc], and the company expects to be 
al>Io to ooinplote implementation of the 
cvpansKjn sc'hemc by 1972. Meanwhile, 
the balancing equipment already instal¬ 
led has augmented current year’s pro- 
diietion. Machinery and equipment re- 
(luircd lor the bicycle tyres project is 
being installed and production is expect¬ 
ed to commence by mid-1971. Trial 
prodiK tion of brake ( liambcr diaphragm 
has alicady commenced, and the product 
is iindir service test. During 1969-70, 
evpojts rose to a new high level, exceod- 
ji)g Hs 53 lakhs. Jii recognition of its 
achievement in lh<; field of exports, MRP 
has been selected for a special award. 
Higher inofits have enabled the com- 
panv to p.iy an unchanged dividend oi 
12 pel cent on the capital as enlarged 
1 j> a 3-1 01-10 bonus issue and that too 
at little' saciifici; of cover. 

COMMERCIAL MILLS’ auth- 
tois h.ive cxpiessed the view that exer¬ 
cise ol certain puweis since May 19, 
1969. by Jagdish J Kapadia, Vipin 1 
Kapadi.i and Siiresh J Kapadia, singly 
as (amimittee directors, amounts to ex- 
<*rcise of substantial povvcis of manage¬ 
ment — biinging each of them within 
the purview of definition of managing 
diiectoj under the Companies Act; and 
that, iherelore, the same required ap¬ 
proval of Government. But the manage¬ 
ment’s views are contrary to those of 
th(^ audjfors. Jt is stated that these di- 
u etois have not been paid any remu- 
neialion including sitting fees. Vipin J 
Kapadia and Suiesh J Kapadia, and a 
newly appointed director, Arun M Pa- 
likh, aie each now proposed to be paid 
a ri'mimeralion of Hs 3,000 pe» month 
plus peiquisites — the former two from 
Jannaiy this yeai and the third from 
Apiil next to Deetanber 1975. A sche¬ 
me of eoinpromisc and/or ufrangement 
between the company and its creditors 
and members, as sanctioned by the Gu¬ 
jarat fJigh Court, was implemented. 
Dues to labour, specified creditors, and 
unsecured creditors, were paid as per 
the terms of the scheme. The com¬ 
pany's ciipital was reduced, and 64,000 
new equity shares of Rs 50 each were 
issued against cash. Unit number two 


was sold out at a loss of Rs 43,366. 
The company’s working in both the 
latest year and the previous year was for 
less than 12 months, and since one unil 
w'as sold during 1969-70 the results are 
not strictly compaiable. In spite of an 
all-round rise in costs without a corres- 
l)onding increase in prices of finished 
products, however, the company turned 
out better results. This could be at¬ 
tributed to a change in the production 
The accumulated losses of the 
past few yeais have been fully adjusted 
against the clifTcunce arising out of the 
iniploinentation of the scheme, the pro¬ 
fits and the tr.insfcr of a .small amount 
from the reserves. There are, however, 
still arrears of d^piceiation for 3 years 
(iided March 1970 amounting to Rs 35 
lakhs. The 43-year-old mill is equip¬ 
ped wdth 918 l(Kjnis (including 152 au¬ 
tomatic ones), 51,772 spindles and ne¬ 
cessary proct'ssing plants. The c'Oinpany 
spent Rs 15 lakhs on capital works du- 
n'ng 1969-70 and placed oidcis for the 
valu(j of about Rs 63 lakhs for renova¬ 
tion and modeliiisation of the plant. 

VA7JR SULTAN TOBACCO has been 
expel ieiiemg iiic?easing dcfuand for its 
products and lias aj^idicd for substan¬ 
tial expansion ot capacity. The diiec- 
tors hope that the application will be 
considered favourably as it is **10 con¬ 
sonance with Govenunent’s policies". 
In the year to September 1970, VST’s 
sales and other inc-ome expanded from 
Rs 33.09 crores to Rs 41.57 crores but 
with margins i educed gross profit was 
up lion I Rs 2.17 crores to Us 2.42 
cior<.s only. 3’hc position at the net 
level was reversed with the profit ac¬ 
tually showing a .slight decline at Rs 
79 lakhs (Rs 82 lakhs). This was 
mainly due to two reasons. Firstly, 
there was-*an increase in depreciation 
charge due to revision in the basis and 
rates of depreciation to make the writ¬ 
ten-down value at llie end of the life 
of the asset more realistic and consis¬ 
tent witli the revised life of the a.ssets. 
Secondly, certain tax payments iu res¬ 
pect of previous years were made din¬ 
ing the year. Even so, the net profit 
covered the 25 per cent equity distri¬ 
bution 1.5 times and offered a return 
of ncaily 14 i)cr cent on the total funds 
employed in business. 

SIIIVPING CORPORATION OF INDIA 
recently added to its fleet mv “B\iladi- 
i.a", the lust in the series of three large 
bulk caniers of 85,000 DVVT class 
ordered with Uljanik Shipyard of Yugos¬ 
lavia. These bulk carriers are designed 
to transport ore, oil and grain and have 


a service spi'cd of 16 knots. They have 
sophisticated <'(|uipinent and aircondi- 
tioned acc'ormnodation for the ship's 
personnel. The Corporation had adopted 
a phased i)rograinme of development of 
its tonnage. The first phase was planned 
in 1967 to acrinire two large tankers of 
88,000 DV\a’ class and three largo bulk 
carriers of 8.5,000 DWT class. With the 
acquisition of these five vessels, the fiist 
phase of development has been complet¬ 
ed and the Corporation is now entering 
the secemd phascj which aims at acqui.si- 
tion of larger tankers and bulk carrieis 
ol 115,000 to 126,000 DWT class and 
also contamcr-ouenti‘d dry cargo vessels 
aiul modcan passengei-cum-cargo V(^s- 
seJs. The Corporation ha.s an older wdth 
shipyaids in India and abioad a huge 
number of vessels totalling about 8.03 
lakh DWT, Ry far the largest shipping 
nndeitaken in India, SCI o^\ns a tied of 
77 vessels ol over 1.35 million DWT. 
Mine than hall of its fUM.“t consists of 
speeiahsed vessels hk<‘ tankeis, Imlk car- 
lieis and coal emriers. 

FIT riCIir NUTS AND BOLTS 
earned a lower profit during the year 
< iided Sejitmibei last despite higher 
sail’s because ol the eninulative effect of 
a juiml)(’i of adveist^ 1 actors. Higlier 
costs of steel, stores, tools, tool steel and 
increased deaijnss allowanie apait, a 
piolonged sliike at the works of one of 
thi mam eustoincrs, severe recession in 
th(’ oil pijimps .Old diesel tmgme iiidus- 
(rii's and piolonged teetliing truuhles at 
IV)ibandar piojcct, w'ere mainly respon¬ 
sible lor lediieiiig the company’s profit¬ 
ability. The diK’clois coinmi nl that all 
these factors have '‘practically ended”, 
the working of the Porbander plant is 
“iimeb smoolhei ’, and tlio company has 
booked good biisiniss for the ground 
tliH’aded crunponi’iits. ruitlier, they add 
that a/ea distriluitois’, dealers and stock- 
islx are being .iirpomled all over the 
ci)iintr> to ensiiie sniootli offtake of the 
iiH leased pioduetiou. Tlrey exprd better 
le.sults in the enirent and coining yeans. 
Fit 'I'jght .s'kippi cl dividend for 1968-69 
and, instead, jiiofiosed to ofler bonus 
shares to shaicholders on .i one-for-lhree 
basis by capita]i>ing Rs 24 lakhs from 
gc’iiiTal reserve. Rut tlie (Jonliolkr ot 
Capital Issues did not ac'eede to the pio- 
posal, as it did not eonloim to thc^ re- 
visc’d guidelines laid derwn by govern¬ 
ment. The management is pursuing the 
matter wdth government. The lecom- 
mendeJ distribution of 22 per cent lor 
1969-70 includes a five per cent payment 
l>y way of (;ash bonus in celebration ot 
completion of 10 years as a public com¬ 
pany. 
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FROM OUR CORRESPONDENTS 


NEW DELHI 

Public Undertakings: Lags without Leads 


THE discussions in Yojcina Bhavan on 
the annu il plans, for next veai, tA 
some the impc^rtaot pul>lic sector 
corporations lia\c Iw r n quite reveal¬ 
ing of the pioljlenis and piospects for 
thesi* corpoi.itions, Accouling to the 
pinjections woiked out b> Hindustan 
xSteol, for inslance, this biggest of pub¬ 
lic sector industiial enlei prises is ex¬ 
pected In le.ich the bieak-even jioint 
in 1971-72 and hopes to show' a pio- 
ht of Rs 8 Cl ores duiing the >car. 'J’hc 
net pjolit IS rxprcled to go up to Rs 
11 ciores 111 (he next \ear. Howovei, 
in the year after that, m 1973-74, net 
prolU is estimated to slump again to Rs 
4 crons. 'J’he oxplaiMlion offered by 
iho HS!, management foi this is that 
‘opeiational costs’ arc going up every 
ycai and that, unless these increases 
aie balanced by an iriciease m steel 
prices, net profits would go down. The 
HSL managernenf, it is now’ known, 
had .ippnsiched the Steel Ministiy foi 
another inciease m slcil piKes. But 
the iiroposal had lieen tinned down 

I'm'uomi-^ino ]'i:osi j,< is 

In the course (T the discussions, it 
was put til the HSL managerni nt that 
a provision of Ks 43 cions had been 
made to It for intioducmg technologi¬ 
cal inipiovenicnts in its plants wuth a 
view to increasing elliciency and bring¬ 
ing down costs which should lesult in 
raising profitability. The leply of the 
management was that all tin sc factois 
had been taken into accmint. Tccli- 
nological improvements weie expected 
to increase utilisation of capacity to 
90 per cent as against less than 70 
per cent at present. But this would 
not result 111 impiovcd profitability be¬ 
cause greater utilisation of capacity 
was expected to result in the produc¬ 
tion of more pig non only and not of 
steel. Why technological improvements 
should stop at the pig iron stage only 
and not extend to steel making and 
linishing, was not explained. 

Aftm- the big increase of Rs 75 per 
tonne m steel price last year, mainly 
at the instance of the HSL manage¬ 
ment, it had been claimed with much 
fan fan* that, after its heavy losses of 
the last scveial years, HSL would at 
last .show a profit in 1970-71. It is now 


uride/stood that the loss this year 
would be as high as Rs 14 crores. The 
explanation put forth is that the re¬ 
cent w'ago settlement w'lth the w'ork- 
ers has eaten up all the expected sur¬ 
pluses, that labour iclations had not 
been goud and had stood in the wa> 
fif fuller ufilis.iiioii cT caiiacity. 

The piospi-cis for the c<;ming few 
\eais aie thus hardly promising. 4'he 
maiginal piofiis expected in the next 
(h;ee >eais aic contingent on several 
assiimpiions, such as industiial peace, 
piox'ision of snioolh railway Ir.msporla- 
tu»n, etc Indeed, the w.iy HSL is pre¬ 
senting its piofitahihty prospects, an- 
othei iiiLiease in steel prices would 
M)on beconiL' neiessaiy. 

Or HOOK 13ij:vk 

The pel fi'i'manco of another big iiub- 
lie sector enterpiisc, the Ft-rtiliser 
('oiporalion of India, is found to be 
equally bleak Most of the Corporation’s 
oper.niiig units sfiow shortlalls in ino- 
ducticm, and theie arc large lags in 
the piogiess of plants undci construc¬ 
tion. TIic Nainrup plant, for instance, 
will gi\e a production of only 26,000 
tonnes in terms of nitrogen instead of 
the target of 31,000 tonnes The 
(joiakhpiii unit is expected to produce 
67,000 tonnes this year which will be 
3,000 tonnes lower than the target. 
The Nangal unit, too, will .show a 
laigc shoitfall in pioduction, laigi'Iy on 
account of pow'ci shortagi’. The result 
IS ilhit, as against a inofiL of Rs 4 
ciores anticipated for the cuirent 
Near, the FCJ will do well if it is able 
to avoid a los.s. A net profit of Rs 7.25 
crons IS anticipated by the Corpoia- 
tion for 1971-72, but this appears un¬ 
realistic. /n the case of the FCl, how¬ 
ever, the main problem is not piofits 
fiom operating units as the delays in 
Its progiamme of erecting new units. 
The Durgapur pioject, for instance, has 
bren further delayed because of a hold¬ 
up in the procureinciiL ol specialised 
equipment. The project is now likely 
to be commissioned towards the close 
of this year, or a year behind sche¬ 
dule. This will add substantially to the 
cost of the project. The same applies 
to the Corporation’s Barauni project, 
to the expansion of its Namrup plant 


and to the first stage of the Cochin 
pn )jrCt. 

- The main problem that comes in 
the way of speedy construction of these 
and other similar projects is said to 
be that of import of essential equip¬ 
ment and of procurement of equip¬ 
ment and maleiials within th^ coun- 
tiy. Besides the piocedural delays in 
impoii of such items as special steels, 
etc, for fabiication of equipment with¬ 
in the coil nil y, considerable delay 
arises from the inexperience of the 
fabiicalors. It often becomes necessaiy 
lo refabiicate certain items many times 
ovci to achieve the dcsiied quality. 

Ni I n iDK MvihRiAi.s Bank 

It has been suggested that a mate- 
iials bank should be enated to avoid 
delavs in luoLUiement of matcriaLs. It 
had liccii earlier decided that the State 
Tiadmg Corpoiation could organise 
some such facility for imported equip¬ 
ment and law materials lo cater lo 
the needs of small-scale enterprises. 
But this will not help cases like the 
Fl-’I. The suggestion is that a mat^- 
ii.ils bank of the kind being suggest¬ 
ed should l>e able to meet the needs 
of large projects undci construction 
and pioposed to be taken up. It need 
not be a ccntialised institution; 
in fact, materials banks could be 
cieated in each of the big public 
sector coiporations which have a 
programme of giecting a number of 
pjojects over a period of time. But 
these corporations aie already under 
criticism tor locking up capital by 
Cviri’N'ing too large inventories. Any¬ 
how, ir is now proposed that the FCI 
should pi^pare a detailed scheme for a 
mat<*rials bank for itself which could 
then be taken up for wider application. 

Another point that emerged in the 
discussion on the FCI is that, after 
the long delay in securing Govern¬ 
ment’s approval for the coal-based 
fertiliser projects, they have not been 
taken up with the expected speed and 
energy after the clearance was given. 
Construction work on one of the two 
projects approved is not likely to 
start before June this year. Also, the 
cost estimates of the coal-based plants 
will have to be revised upwards subs¬ 
tantially. The original estimates, which 
were already high compared to those 
for naphiha-basod plants, were based 
on several untenable assumptions. 


564 




Tht^e asstithpttbns made so as to 
make the projects acceptable to Gov¬ 
ernment. Now that they have been 
cleared for construction, the estimates 
need to be revised. For instance, the 
costing of the plants was bavSed on the 
ass'omplion that free foreign exchange 
would be made available, whereas now 
they are proposed to be financed out 
of tied foreign credits. Significant in¬ 
creases in costs of imported supplies 
have now to be leckoned witli because 
their procurement will be restiictec! to 
specific soiuces. fn spite of tin* com¬ 
paratively easier position of the coun¬ 
try’s foreign exchange reserves. the 
Finance* Ministry (which iiished in Lo 
announce concessions on P form and 
baggage allowance) has not got over 
the habit of tying up important pio- 
jects to foreign credits—regaidless ol 
the cost implications of this. 

Coming to the Oil and Natural Gas 
Commission, it is reported that output 
of crude oil in 1970-71 at 3,6 million 
tonnes, would be lower than m 1969*70. 
Th»* shoitfall is attributed to alleg- 

LUCKNOW 

Alliance in 

ANY pre-poll survey of UP must start 
with Maniram (Goiakhpur) where the 
^SVD Chief Minister, T N wSingh. in¬ 
augurated, through his unpiecedotited 
defeat, the toiir-paily alliances march 
to ignominy. This is the constituency 
where the Goraklinath temple MahanI, 
who backed 'T N Singh, had tremen¬ 
dous influence ever since the 1937 
elections. Now the same saffron-clad 
Mahant tells the Press ‘’what can I say 
after thi* Maniram disastci ? I am 
swimming against the current”, refer¬ 
ring to Indira Gandhi’s populaiity. 

Popular Surgl 

After tho split in the united Con¬ 
gress the party’s organisational struc¬ 
ture at the district level was taken 
over by the Syndicate. But the inade¬ 
quacies of Congrtss(R)’s election 
machinery are being moie than com¬ 
pensated by the popular surge in favour 
of Indira Gandhi’s party. This is a 
basic fact in any calculation about the 
election in UP. It is also this factor, 
and not the Muslim vote, that may 
help Sheela Kaul, otherwise a weak 
Congress(R) candidate, to win the con¬ 
test in the Lucknow city constituency. 

There are also many subsidiary fac¬ 
tors favouring the Congress(R). In 
spite of the four-parly alliance and ad¬ 
justments of seats among the Con¬ 


ed transportation bottle-nedcs in the 
ONGC's main oil-fields in Gujarat. A 
similar problem is known to exist in 
the Assam fields as well. The situa¬ 
tion ill the Gujarat fields is more dis¬ 
concerting because it results in under¬ 
utilisation of the pioduction facilities 
and of the jcfining facilities at Koyali 
which alrt*ady exist. The pipelines con¬ 
necting ihe oilfeeds with the Koyali 
refinery <ue stated to have developed 
leakages, while lailway capacity to 
piovide alti rnalivc facilities for oil 
li.insporlalKUi is limited. ,, C’rude oil 
produclion cap.ioty in the coming 
\eai is estimated to hi* about 4.6 mil¬ 
lion ttinnes, but actual output is pro¬ 
jected at onl\ 3.X9 million tonnes. The 
constraint next year is not (‘Xpecled to 
be tiansporiaiion but refining capacity 
at K()>ali. This comes as a surprise 
since, earlier, it had been claimed that 
the Ko>ali rehner> had developed a 
piOL'j'ssing cajiaeity of 4.3 million 
tonnes and that intake of ciude oil 
there could be stepped up even above 
ihis level, if the crude w^as available. 


Disarray 

giesstR), C’Pl and PSP, theie arc 540 
c.indidaics for 84 parjiamcntaiy seats 
This works out at more than 6 candi- 
dat( s pci parliamentary constituency. 
This IS an unsurpassed number, 
demonstiat mg gencial political enthu¬ 
siasm as wt'll .IS acute conflict within 
the four-paity alliance. This situation 
Is likely to help the CongrossfR). 

Caste factors are also playing a 
favourable role Harijans, Muslims 
and the downtiodden are backing the 
(’ongrossfR). Since the leadership of 
the party is represented by Indira 
Gandhi and Kamalapati Inpathi, sonic 
Biahniins tend to supjxirt to the Con- 
gress(R). A section of the rich peas¬ 
antry backs Congress(R) because bank 
lationalisation has benefited them. 

En' Massl Dlsertjons 

Whatever djnamism there was in 
the UP Congress(O) was due to C B 
Gupta, who because of a heart attack, 
has I^ccome jncffeclivo. The other 
Syndicate leaders are less well known 
and more unpopular than him. 
Against this background and the lising 
political tide in favour of Indira 
Gandhi, the Congress(O) district level 
leaders are joining Congress(R) vn 
massL\ For example, in a single dist¬ 
rict like Barabanki, a CongressfO) 
MLA along with 200 workers and 


also a BKD leader wJdi 100 Vf jj' 

joined the Congress(R) on February 24 . . vj 
when Indira Gandhi visited the district 
and Baiabanki is nut an isolated 
instance. ’ 

The rural folk arc fair-minded peo¬ 
ple who do not like indecent language 
or vulgarity, particularly when em¬ 
ployed against a woman. The foiir- 
p.irty alliance, under the inspiration of 
loadcis like Raj Narain, has antago¬ 
nised the voters by its cheap and 
vulgar attacks on the Prime Minister 
and her stui, thiough posters, spt;eches, 
slogans .ind the services of bards. As 
if this was not enough, the SVD 
G«)\ernment has resulted to repressive 
methods. For instance, the Prime 
Ministei w'as not allowed to address 
a mass meeting in (he town of Azam- 
gaih on Fcbriiaiy 23. AH this is hap- 
pi nmg l>ecausc hci tours are unnerving 
the alliance. 

Roi I I D AM) Uprooti d 

The BKD had some influence in 
\v<stern UP, but because of the caste 
politics of Us leadership the non-Jats 
arc now' opposed to it. (.'haian Singh 
may he faced with a Maniram in 
Mu/atfainagar from where he is con¬ 
testing foi Parliament. In Rae Bareilli 
ncihodv takes Raj Narain’s opposition 
lo Indira Gandhi M iionsly. He will be 
lucky if he manages to save his 
deposii. The Jan Saogh leader, Atal 
Behai 1 Vajpayee, had a premonition 
and lan away fiom his parliamentary 
constitiiencv m UP to stand from 
(Jwalior in Madhya Piadesh where he 
has the aid and protection of the Raj- 
mala ol Gwalior. 

Due to all these faclois the four- 
party alliance is likely to be routed 
and the BKD uprooted. The CPI and 
the PSP ma> imi^rove their position, 
but the Congiess(R) will be the chief 
gamer in the ehction. 'Phis is bound 
to have serious repercussions on the 
SVD Government in the State. 


Larsen and Toubro 

LARSEN and Joubro’s sales in the 
nine months ended Dt cember 1970 rose 
b> 35 pel c'ent as, compared to the cor- 
rrspi ndm^j; pi'imd ol tlie i^rcvioiis year. 
Sales foi the latest ]X.*iioil were Rs 
15.09 cioii's, against Rs 11.01 crores in 
Ai)ril-Di'ceinber 1969. At the end of 
197(1, (hr coTMpanv had a record back- 
lo;» nl uidi is valued ar Rs 27.35 crores 
— 25 per cent higher than in the year 
helore. 
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MAHARASHTRA 

Status Quo, wilh a Difference 

Y D Phadke 


THR election campaign in Maharashtra 
has been h<'ctic and punctuated this 
time by a relatively greater number of 
stone ihiowing incidents, violent clashes 
between j)arlies, and disruptions of 
proe^'ssions or meetings. In Bombay 
irid Poona, such clashes were mostly 
between the Shiv Sena and the Jan 
Sangh; while in the rural areas and in 
the srnalh'i' towns, it was CongressfR) 
tliai was largely responsible for such 
intimidation as took place. Signifi^- 
cantly, the election speeches generally 
i;avo out more heat than light; spea¬ 
kers discussed personalities and rarely 
dwelt on the programmes of the politi¬ 
cal parties. Even the Press did not 
escape intimidation. Shiv Sena leaders 
publicly advocated l>oycott of the 
Mara I hi dailies, Navakal^ Navshakti 
and Krsari, which they deemed hostile 
to I he vSena. Known for the last 40- 
odd years for its opposition to the 
Congress in Maharashtra, Krsari this 
Time has been supporting CongiessfR). 
Its office in Poona was attacked and 
one of its correspondents severely 
beaten up. 

Shiv Sena's early enthusiasm in the 
campaign n^twithslanding, it has by 
now become something of a spent 
force: the Poll resiihs are not likely 
to change the present overall position 
of the CongressfR) in Maharashtra. If 
the opnositioTi i^artics gain a few seats 
it will be not because of their inherent 
stiengfh but because of the factiona¬ 
lism with CongressfR) at the district 
level. Even in a stiong base like 
Kolhapur, for instance, an influential 
group led by a veteran Congress lea¬ 
der, Ratnanpa Kumbhar, is openly 
working against the Congress Candi¬ 
da b's for the two seats in the district. 
Tn Sholanur and Parhhani, the selec¬ 
tion of CongressfR) candidates was un¬ 
popular with powerful sections within 
the local party. In Sholapiir, there¬ 
fore, many local Congressmen decided 
to support R M Vaidya, foiirnalist and 
an old Congressman, who is now con¬ 
testing as an independent candidate, 
and opposition parties withdrew in 
order to facilitate a straight contest. 

Desire to retain local control over 
the co-operative sector In districts 
like Kolhapur and Ahmednagar is, of 
course, an important reason for Con- 
grcss(R) factionalism and the open 


hostilKv oi lukewarm supiiort to the 
ollicial candidates in such areas. Even 
Union Minister Annasaheb Shinde and 
balasaheb Vikhc—the two candidates 
from Ahmednagar district who repre¬ 
sent what is dubbed the ‘Sugar Syndi¬ 
cate’ fiom the sugarcane-growing irri¬ 
gated tracts of the Ahmednagar district 
— face stiff opposition from their com¬ 
munist or pro-communist opponents 
who arc also supported by the dis- 
gjuntied elements from the ruling party 
and the co-operative sector. There 
have been other, more open, defec¬ 
tions too. Thi ee MLAs from Bhandara 
district left Congress(R) to work for 
Asoka Mehta, the Congress(O) candi¬ 
date from Bhandara. Tulsidas Jadhav, 
frustrated in his bid to get a party 
ticket either from Maharashtra or 
Madhya Pradesh, left Congress(R) and 
returned to the PWP of which he is 
one of the founder-members. 

Jadhav’s hitter attack on Cfaavan 
may not do much harm to the ruling 
party, since Jadhav's influence is on 
the wane anyway. But it is true that, 
as a result of the defections and fac¬ 
tionalism, Congrcss(R) is on shaky 
ground in the parliamentary constitu- 
ench’s of Kolhapur, Hatkanangale, 
Bhandara, Sholapur, Pandharpur, Latur 
and Parhhani. And, in the Rajapur 
and Chanda constituencies, which re¬ 
turned opposition party candidates in 
the last election, the opposition parties 
are likely to h<' successful again. 

In the city of Bombay and its 
suburbs the four-party alliance broke 
up. The Jan Sangh and the SSP 
agreed to suppoit each other in Bom¬ 
bay, though they are fighting it out in 
other constituencies outside Bombay. 
In South Bombay, Naval Tata, standing 
as an independent, was offered support 
by the Shiv Sena, BPCC(O), and 
Swatantra — though the national or¬ 
ganisations of the latter parties ‘sup¬ 
port* George Fernandes. And Shiv 
Sena decided to back General Cariappa 
against the Jan Sangh nominee, 
Agaskar. 

An interesting development and 
side-effect of the election seems to be 
the petering out — over the period of 
per. The Shiv Sena appears to have 
the election campaign — of the Shiv 
Sena's roar into something of a whim- 
lost its grip over the city's politics. In 
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an attempt to appear more secular, it 
has lost some of its authentic base. 
Its cadres are finding it difficult to ac¬ 
cept the decision of their leadership .to 
support Naval Tata, Shanti PatePand 
Cariappa. The Shiv Sena's strength is 
derived entirely from the Marathi¬ 
speaking people who are the largest 
single group in the city. Maharash- 
tiians have, over the last 10 years, be¬ 
come vocal about the fact that their 
interests arc not safeguarded ,by the 
ruling party in Maharashtra — especi¬ 
ally against dents in employment made 
by other groups particularly the South 
Indians. It was by posing as the 
champion of 'these sons of the soil* 
that Bal Thackeray had managed to 
build a strong organisation in a short 
period of four years. After some im¬ 
pressive electoral victories in munici¬ 
pal and Assembly elections, the Sena 
had suffered a setback over its role in 
the government employees’ strike. But 
now. ev< n its sympathisers arc finding 
it difficult to justify its preferences. 
For them. Naval Tata, a Parsee, re¬ 
presents the House of Tatas which had 
opposed the inclusion of Bombay in 
Maharashtra. Similarly, Shanti Patel, 
a Gujarati, had given uncertain support 
to the demand for Samyukta Maha¬ 
rashtra And Cariappa is very mucji 
the Army General from Coorg. Evi¬ 
dently, Shiv Sena’s anti-communist 
and anti-Muslim edge cannot cut ice 
in these circumstances. Congress(R) is 
making capital out of this. 


Dena Bank 

DENA Bank Ltd is preparing a 
scheme to continue as an investment 
and finance company. Meanwhile, the 
directors have secured powers ffoin 
shareholders to dispose of tlie Compen¬ 
sation Bonds and to invest from time to 
tiiiK* the procH'cds thereof wholly or in 
part “otherwise than in trust securities". 
During 1970, the company earned Rs 
20 lakhs by way of interest and made 
a net profit of Rs 9 lakhs, aft<T provid- 
hig Rs 11 lakhs for taxation. Total dis¬ 
tribution of 9 per cent, including the 
final of 3 per cent, reqdlres over Rs 11 
lakhs. The shortfall in the suiplus has 
been made up by utilising part of the 
lialance brought forward from the pre¬ 
ceding year. l..axmikant S Dabholkar 
resigned the chairmanship but continues 
to bo a director of the company. Pra- 
vinchandra V Gandhi, .who had been 
appointed as additional director, became 
the chairman. 
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Slump of a Growtii Projeet 

'Zf (From a S{l^)a] Correspondent) 


dlfferetit sotirces of data without IU6lPi 
detailed analysis of die eompaiablUi^ i 
or otherwise of these different data Mwe.v! 
disotissed in detail. 


BHDPAL was the venue of a seminar 
on Economic Growth since Indepen- 
, dance, organised by the Indian Associa¬ 
tion for Research in National Income 
and Wealth from February *12 to 14, 
1971. The Association decided in 1964 
to undertake a research project on 
India's economic growth, enlisting the 
co-operation of a number of scholars 
possessing specialised knowledge of this 
field. However, for various reasons, 
the growth project languished or pro¬ 
gressed limpingly. The authorship of 
the different sections of the proiect had 
to be reallocated from time to time 
since some of those who had initially 
undertaken to write different .sections 
could not devote time for their assign¬ 
ments. Even at the time of the semi¬ 
nar, it was evident that much progress 
had not taken place. One objective of 
"^hc seminar was thus to activate tlie 
interest of the experts in this field to 
participate more fully towards the com¬ 
pletion of the project. Whether this 
objective will be attained, time alone 
can show. 

As at present conceived, the project 
report will have six main sections : (1) 
long-tenn trends, (2) growth of output 
and income, (3) sources of growth of 
output and income, (4) distribution of 
income, (5) overall structure of the 
Indian economy, and (6) asset holdings. 

In its first session the Seminar con¬ 
sidered a paper on financial flow of 
funds by N S R Sastry and a tentative 
outline of the proposed line of study 
-of financial assets by V V Divatia. 
Sastry also presented a more detailed 
paper dn the overall structure of the 
Indian economy, giving mainly the 
historical cuqpects of the development of 
the social accounting system for India. 
It was felt at the seminar that certain 


was needed for this section on sources 
of growth was that one should, first, 
identify a set of sources beadng on the 
question of economic growth and 
second, analyse their development in 
terms of suitable indicators representing 
these sources. A qualitative but analyti¬ 
cal study of this type would consider¬ 
ably facilitate the description of the 
role of these sources in assisting the 
process of growth, quite apart from the 
quantitative measurement of their im¬ 
pact through the device of production 
functions. 

The third session was devoted to 
Moni Mukherjee and Uma Roy Chau- 
dhary’s paper on distribution of income. 
The paper discussed, against the back¬ 
ground of the growth of the economy, 
various types of income distributions — 
such as income by types of Industries, 
by types of organisation, by urban and 
rural areas, by monetised and non- 
monetised sectors, by factors of payment 
and by households. The last distribution 
is based on consumer expenditure 
statistics and as yet there is no distri¬ 
bution of personal incomes available 
for India. The paper, being complete 
in itself, evoked considerable discussion. 
Questions relating to suitability of end¬ 
point data for drawing conclusions in 
respect of a given period and using 


The final session was left to Ashok 
Rudra to explain the lines of attack on 
his specific assignment on growth of 
output. Although there was no pre¬ 
pared paper, tl)e discussion was lively- 
Rudra's effort was to use time-seri^ 
data and meaningfully subject the data 
to trend analysis with the object of 
bringing out the growth aspect and 
cyclical patterns in the data. He also 
proposed to study the interrelations 
between different series where one series 
impinged on another with or without 
lag. His main emphasis was on the 
predictability aspect of the wdiole 
analytical framework he hoped to deve< 
lop. 

At the end, Moni Mukherjee, Presl* 
dent of tile Association reviewed the 
rather tardy progress of the growth 
project and expressed the liope that 
apart from the assignments specifically 
given to certain experts in the fieldy 
others interested in this field of work 
would also contribute. With this in 
view, one of the topics on which papers 
arc to be invited for the next Confer¬ 
ence likely to he held in December 1971 
is economic growth. It was also dedd- 
erl that the period that the project will 
cover will not now be upto 1960-01 
but will be extended upto 1907-68 or 
even further wherever possible. 


LONDON 

Unused Political Dimension 

Parrakh Dhondy 

A WINTER of several diseonteuts, such as the distribution of old age 
strikes and threatened attikes. The pensions. As in the case of the Elec- 
collapse of Rolls-Royce sent the kind tricity Union, the Government is try- 


gaps in the historical development of 
the work have to be filled up and 
also that the analytical aspects will need 
further study. 

The second session considered a paper 
by S G Tiwari and B W ChgVah on 
sources of growth of output and another 
by Narottam Shah on the same subject. 
Considerable discussion took place on 
the utility or advisability of using 
aggregate production functions, to mea¬ 
sure the contribution of labour and 
aipltal inputs, with the disaiggregation- 
ista challengl»|ijg,the v^ry basis .of any 

: ^ stno^ view that what 


of tremor through the city that must 
have hit Eurtfpe when Nietzsche dec¬ 
lared that Ood was dead. Everyone 
knew it bad to happen. Yet one was 
deprived of the opportunity to fore¬ 
cast and write about the event because 
of the Postal Workers' Union (PWU) 
are determined to see their claim for 
a 13 per cent wage inctease through. 

The effectiveness of the postal work¬ 
ers’ strike has been undermined in 
several ways. Various private agencies 
have set up profiteering services, the 
tele^phonists continue to work and on 
grounds the Strikers 
tbMnselTes operate certain sendees 


ing to force an undeclared incomes 
policy on a public sector management. 
The Post Office and Government have 
made no gestures of goodwill or corn* 
promise to the workers* their intent 
seems to be to break the union’s back 
and will. The Government planned its 
moves carefully. Christopher Chata- 
way, the Minister responsible for the 
Post Office, sacked its Chairman* HaH, 
who was reputed to be sympathetic to 
the wage claim of the PWU. 

More than anyone else, the strike 
affects the common mam “Someone 
somewhere wants a letter from you'% 
say the Posit Office ads. That someone 


m 
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will have to wait for another month, 
but business will be transacted by tele¬ 
phone and private mail. The banks 
and industries have made arrangements 
which, they say, may be retained even 
after the strike ends. If a lot of firms 
did this, it would of course mean a 


Tory-encouraged rise in the cost of 
postal services for the common man. 

Bi.eax Economic Climate 

The unanxious, ‘objective’ attitude 
of the Press to this strike underlines 
the fact that British capital is not too 


worried by the strike, it is willing to 
stick it out and back the Tories In 
their attempt to make an example of 
the PWU. Beyond this frozen dead¬ 
lock other winds are blowing, symp¬ 
toms of the cyclonic depression in fhe 
economy. The Ford workers at Dagen- 





AND 


ham are standing finn behind tbek Own 
claiin for parity with other car work¬ 
ers. The railway men and the postal 
engiheers are both filling wage claims, 
carefully watching the outcome of the 
Wilberforco inquiry Into the earlier 
claim of the Electrical Workers Union. 
The list of prospective strikers would 
be long enough to fill a page of this 
Weekly. The long-term weather fore¬ 
cast for economic Britain is Ueak and 
ferocious. The union leaders predict 
that there will be a million unemploy¬ 
ed by the end of the year. The aver¬ 
age unemployment increase from Janu¬ 
ary to February is 700. This year it 
was 10,000. The nationalisation of the 
unprofitable parts of Rolls-Royce has 
far from solved the problems of that 
firm or of their 2,000 sub-contractors. 
Before long their workers will be 
threatened with the loss of their live¬ 
lihood. Through what is nothing less 
than a parable on the contradictions 
in the story of capital, one of the sub- 
.. contractors, Lucas gas-turbines in 
^"^verpool, has already laid off 3,000 
men owing to Rolls-Royce’s collapse. 
That reverend firm owes them £ 9 
million. The Liverpool engineers are 
at present having consultations with 
the Trades Union Congress to consi¬ 
der moves to prevent further redun¬ 
dancies. 

More than anything else, the eco¬ 
nomic storm signals make clear that 
the Tories, like any other business 
party, have no programme to combat 
Britain’s troubles. Anthony Barber, the 
page-boy of City business, mixing his 
contents declared recently: “inflation 
is the greatest evil of our time ... the 
commonsense response of the public 
has been magnificent". Repeated 
speeches with this built-in, meaningless 
echo from the Tory front bench show 
that they want to prepare the nation 
for a fight against the unions, that 
their only answer to inflation is victi¬ 
misation of the working class. 

Mid-Term Elechon Possible 

Gerald Nabarro, spokesman for the 
Tory Right, who occasionally adopts 
the role of advocating fascist policies 
under the cloak of British traditiona¬ 
lism and eccentricity, said this week 
that they would welcome a general 
strike which would force a re-election. 
This would, he was sure, give the 
Tories a resounding mandate for the 
repression they are calling for. 

^Thc speechr though qminouf, was 
hardly noticed^ /the ravens, with die 


chickens, are coming home to roost. 
The Left is working towards a general 
strike too. The TUC gave the postal 
workers £ 250,000 tosee them through 
their fight. The postal workers arc 
hoping to be joined by the postal en¬ 
gineers, but can’t see the way to asking 
for their support. There is a necessity 
to bring in to the same field the fight 
for wage-claims and the fight against 
the Industrial Relations Bill. 

Gesture of Conc^iliahon 

So far the enemy has chosen the 
ground. The postal workers, because 
they don’t directly affect profit—in as 
drastic a fashion as the electricians do 
-^have been singled out by the Tories 
for the front line. The sacking of Hall 
was the first provocation and it brought, 
as expected, a one-day stoppage. The 
management then offered the (FWU) 
the most humiliating terms; terms 
which the Union has publicly opposed 
foi eight years. The Union made a ges¬ 
ture of conciliation by reducing its 


THE Women’s Liberation movement in 
America has attracted wide attention in 
the past year. Most observ'ers have bceji 
greatly puzzled — not least of all the 
American males themselves. After all, 
American women are supposed to be 
the most liberated women in the world: 
‘liberation' being defined in terms of 
career opportunities, freedom from 
housework through advanced technolo¬ 
gy, sexual permissiveness, freedom from 
family ties, etc. Given all this, how can 
the American woman be dissatisfied? 
The American males, therefore, label 
the militant w'omen masculine, aggres¬ 
sive, and selfish, accusing them of en 
vying the male his status in society and 
w'anting cither to attain it on an equal 
footing with the male or to usurp it al¬ 
together. 

Privileged Position 

This attitude is recognised by the 
women as blindness typical of an oppres¬ 
sor who does not — in fact, cannot — 
realise 'how the other half lives' be¬ 
cause his consciousness has been condi¬ 
tioned by a lifelong pHvflegcd position. 
To undmtand the demands of the wo¬ 
rn^ militants, it is necessary to know 
something of the situation of women in 
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claim by 2 per cent, but got no reply, 
from the management. Christopheit 
Chataway, with the cool of a Nero; 
began to make headlines about the ' 
profit-fiddles of commercial radio 
while the employees of the Post^ Office 
entered their sixth week without pay. 

The leaders of the unions refuse, at 
least in public, to see a replacement 
of Government as a potential solution. 
They refuse, in spite of the mood of 
their rank and file, to bring to the 
fore the political dimension of 'the 
struggle. This couldn’t fail to happen, 
say, in Italy or in any other country 
where a wage claim, an attempt tO 
break a union, monetary support from 
other unions, prospective co-ordinated 
action by other unions, would be put 
firmly in the context of an escalating • 
struggle of the working class. It is 
perhaps because the Labour Party 
under Wilson seems incapable and un¬ 
willing to give this lead that the Tories 
can begin thinking of rallying their 
forces through a snap mid-term elec¬ 
tion. 


Amciica and of their position in society 
over llic past few decades. 

Contrary to general belief, American 
women play a role in society much like 
their sisters do in the Third World 
countries. While not subject to ties of 
joint family, they are for the most part 
completely dependent on their husbands 
for their livelihood. V^ery few well- 
paying j(jbs are open to women. While 
there is no social stigma attached to a 
woman who chooses to work, most of 
them must be content with the job of 
typist or clerk. Mtui who hold all top 
and middle executive positions in the 
business and academic worlds actively 
discriminate against women who seek In 
capture these jobs. Indeed, there is 
even now a stigma attached to any wo¬ 
man who tries to succreed at the top 
level in business, law, or government, or 
tries to aspire to any truly important po¬ 
sition in a university. These ore the 
fields which American men still reser\’e 
for themselves, and any attempt by wo¬ 
men to encroach upon these areas is 
castigated as ‘mannish'. 

The other side of the coin is woman’s 
role in the home. American women 
spend by far greater portion of their 
time in the home and, indeed, are ex- 


Women’s Lib and Commercialism in US 

Joao Mubayl 
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The key 



Deveiopment anil 
Innovation forming 
an ossential and 
intogral part of the 
industry itself. 


Browth of a self- 
contained fflulti- 
disaiplinary organisa¬ 
tion functioning as 
a team for such 
meaningful break¬ 
through. 


In tht fmptilizer industry, thsss 
are the basic precepts on 
which the formation, evolution 
and growth of the P&D 
Division of FCI rest. 

P€tO, as an essential part of 
the fertilizer industry, is very 
vitally linked to manufacturing. 

It is the urgency of 
achieving results andfindirtg 
solutions to production problems, 
that has been the spur to 
development of a wide 
range of know-how by P6D, 
the most intportant of 
which is a complete range 
of catalysts, now in use 
in Indian fertilizer plants. 

The agronomists In the field, 
the workers in the cetatyet 


plants, thephysicisu in the 
libs, the technologists in the 
chemical laboratory, 
draughtsman at the drawing 
board and anginaars-- 
mechanical, chemical. civH, 
atruoiurat, electrical 
instrumentatioii—plannera, 
eeooomists vmA accogntante 
—>«il,of them form part of 
P^O'a multi-diseipliRary 
sat-up, to make the country 
self'reliant in fertilizer 
production and know-how. 
Today the P€rD has on 
hand 500 croras worth of 
liroleots. on its own planning, 
design, eogineering, ar>d 
instaHetion. 
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pected to do so. Kitchen gadgets, plenti¬ 
ful consumer goods, and general do¬ 
mestic affluence has made the womans 
u^ork load lighter in terms of physical 
exertion, but it has not liberated her 
from her place in society. She is still ex¬ 
pected to be the guardian of the hearth, 
the domestic servant of her family, and 
a recluse from the 'real' world — the 
world of men who perform all the vital, 
interesting work that society has to offer. 
Thus, the supposedly liberated women, 
who have gained so much leisure time 
in recent years, spend it not in socially 
useful or interesting activities, but on 
bridge parties, shopping for luxuries, 
decorating and re-decorating their 
homes, watching television, etc. In fact, 
once given their freedom from house¬ 
hold drudgery, their role as a mere de¬ 
corative object — another possession of 
the male of the household — is brought 
to the fore. 

Connected with this is another aspect 
of \\onian's role in the home, viz, sex. 
Here, too, the u'oman is viewed as a 

vant, or possession, of the man. Her 
‘job’ as a wife is to minister to the 
needs of the man. The popular belief 
that American women are sexually ‘libe¬ 
rated’ is true only in one sense: they 
are permitted to have pre-marital rela- 
tkjns, to divorce and remarry — i e, 
this liberation relates only to the quan¬ 
tity of sexual relations, not to their qua¬ 
lity. Women are generally expected to 
perfonn a Vhity' in this field as in all 
the others assigned to them. It is this 
field, in a sex-oriented Western society, 
which has naturally received the most 
attention for the longest time. It was the 
first field to feel the impact of the mo¬ 
dern liberation movement. It was a con¬ 
sideration of their role as sexual subor¬ 
dinates of the male, which caused wo¬ 
men to initiate the first limited version 
of the movement. 

Finally, American women arc impri¬ 
soned in one more way — in their psy¬ 
chological concept of themselves and of 
the quality of their emotional relations 
with men. The American woman, like 
women in nicest other countries, is ex¬ 
pected to be sweet, demure and mode.st. 
She may make open social overtures to a 
man, but may not openly pursue him in 
an ‘aggressive’ masculine style with a 
view to romance or marriage. She is 
supposed to let herself be the object of 
such traditional male courtesies as open¬ 
ing of a door to allow her to pass 
through, lighting of her cigarette, etc. 
Finally, she is expected to decorate her¬ 
self for the male — to take care of her 
appearance at all times and constantly 
to try to vary it in myriad ways design¬ 


ed to keep the male ever interested, 
ever attentive. In fact she is expected 
to cater to his tastes in this area with a 
view to selling herself — Just as the 
maker of any consumer article must 
package it attractively in order to win 
over the consumer. What the women is 
selling is her body, though not in ex¬ 
change for a fee (a crude fonii of pros¬ 
titution); she is selling it for a secure 
economic niclni in society as a wife (a 
more subtle form of prostitution). 

Thus, a woman’s whole livelihood is 
dependent on the male. Her life literal¬ 
ly depends on her ability to 'sell* herself 
— not Just prior to marriage, but after 
it for her whole life (given the possibi¬ 
lity that her husband could divorce 
her). Consequently, she is forced into a 
relationship with her husband that is 
more like slavery than a friendship or 
equal partnership between human 
beings. For example, the woman is 
often forced to suppress honest disagree¬ 
ments with her husband, to put up with 
his faults, etc, while listening to his 
criticisms of hcisclf in silence. If he 
commits infidelity, she must forgive and 
forget; if she does likewise, she will 
earn her husband’s wrath. She is thus 
expected to be the silent partner, per¬ 
forming all tlie behind-the-scenes adjust¬ 
ments to keep the marriage tranquil. 
Tliis leads to a general alienation of 
American w’omcn from their husbands, 
with diplomacy and manipulation re¬ 
placing frank discussion and friendship 
in marriage. 

All of the above demands on the 
woman — modest behaviour, solf-deco- 
ration, suppression of personal griev¬ 
ances, etc — have till now been ac¬ 
cepted by the women themselves. 'The 
American woman's psychological con¬ 
ception ol herself was taken from the 
male. She was a limited, timid crea¬ 
ture, who stayed in the home and 
liked it. She was a decorative object 
to be placed on a pedestal, showered 
with gallantry and condescending cour¬ 
tesies. In short, she was the ‘weaker 
sex’. 

Such a description may seem slightly 
out of date, what with daily reports 
emanating from America of the grow¬ 
ing ‘Women’s Lib’ movements, and the 
now-famous subculture oi hippies (old- 
.style) and politicised drop-outs (new'- 
style). Yet it is quite as accurate today, 
as it ever wa.s, for the majority of wo¬ 
men in the country -— especially those 
who live in the Midwest and the South, 
the ‘middle Americans', Nixon’s 'silent 
majority’. 'These are the conservative 
areas of the country, and they show no 
sign of changing. It is also true for the 


gr(;at majority of urban women on both 
coasts, and not only for the lower and 
middle class groups but also for die 
rich socialites. It Is just one very ad¬ 
vanced group, the young women stu¬ 
dents of the urban centres on the 
coasts, who have developed the new 
consciousness leading to the present 
n)ovement. 

Women’s Liberation had Its origin in 
the Civil Rights movement of the late 
50s and early 60s. Women shrclenti 
ni the Northern East Coast colleges* 
eager to take part in the new struggle 
for black civil rights in the South* 
touiid that the male students wanted 
all tlic action for themselves. The wo¬ 
men were relegated to typing Jobs, and 
even told (in the famous phrase) that 
"the place of women in the Movement 
is' on thoir backs”. The women students 
grew aware that their male counterparts* 
struggling for the human rights of blacks 
in the South, were still denying these 
same rights to women at home. From 
this initial awareness grew the first 
groups such as WITCH — Women's 
International Terrorist Conspiracy from 
Hell — which staged sporadic actions 
dt\signcd to make more women aware of 
their dual role as household slave and 
useless decorative object. One .such ac¬ 
tion was a raid on a New York City 
liridge party held by a large women's 
club. 'The outsiders from WITCH, ac¬ 
cording to one New York paper, infil¬ 
trated the party and stationed themsel¬ 
ves by bridge tables, moaning loudly 
slogans like “What am I doing here?", 
"What a useless life this is”, “What a 
bore”, etc. 'They were ejected from the 
hall by the other outraged women. 
Later they held a demonstration at the 
Miss America J’ageant at Atlantic City, 
denouncing all beauty cxintests as a de¬ 
humanising practice which reduce wo¬ 
men to the level of cattle sold at a 
stuck show. At this demonstration the 
‘Ran the Bra’ movement was also intro- 
diict‘d — the bra being c’ondemned as a 
deviev which subiected women to dis¬ 
comfort for the benefit of a consumer. 
This sub-movement has attracted quite 
a following in the urban college centres 
today and now has won some official 
(i e, male) approval. 

Thus the women militants started 
with a criticism of their role in the field 
of se.x, and this led them to think about 
the other areas of their lives. Monthly 
Review, September 1969, carried an 
article by Margaret Benston, The Poli¬ 
tical Economy of W’omen’s Liberation', 
wliich gave an analysis in Marxist tenns 
of woman’s current subjugation. 'The 
view of women as the weaker sex, men- 
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tally and physically, was seen as an 
ideology of the 'ruling class' — viz, 
,man — and it was maintained that this 
ide()lf>gy was only the superstructure of 
an underlying economic reality. Women 
were se<*n as a class, doing the unpaid 
work of society — housework and child 
care. Their work did not have ‘exchange 
value’, i e, it could not be exchanged in 
the marketplace for money; it therefore 
had only ‘use value’, i e, it was for di¬ 
rect consumption. This was seen as the 
source of women’s inferior status in so¬ 
ciety. To quote Benston ; 

“The material basis for the inferior 
status of women is to be found in 
just this definition of women. In a 
society in which money determines 
value, women are a group who work 
outside the inoiK'y economy. Their 
work is iu>t worth money, is therefore 
valueless, is therelore not even real 
work. And women theinsclvtis, whi) 
do this valueless work, can hardly be 
expected to be worth as much as 
men. . .“. 

Benston argued that this work should 
be considered a job like any otlwir and 
be paid accordingly. She propiised that 
ihild-care centres, house-cleaning ser¬ 
vices, and community kitchens should be 
s<*t up, with paid workers, so that the 
unpaid labourers (housewives) would he 
tree to take ui) any job that suited their 
talents and interests. They would then 
bt‘ incorporated into the money ecoiio- 
ni>. Only in this way, it was argued, 
would wonu'ii ae<iuire full tMiuality with 
men. 

In Monthly Heciew, May 1970, an 
article by Bobbye Ortiz carried this 
train of thought still further. Ortiz ad¬ 
vocated the break-up of the ‘nuclear 
lamily' — the basic family unit of 
Western society, composed of father, 
mother, and child — as a prerequisite 
for the liberation of woman, and man. 
‘Liberation’ was defined as the “free¬ 
dom to exercise all faculties, mental 
and physical, in all directions". Ortiz 
denied that the nuclear family is an in- 
.stinctive fonn of human social organi¬ 
sation, existing since time immemorial 
and destiuetl to go on forever. She saw 
it as an economic instituHon with a de¬ 
finite purpose: 

The first division of labour was that 
between man and woman, and ... 
the first form of property “lies in the 
family, where the wife and children 
are the slaves of the husband ... this 
latent slavery the first form of pro¬ 
perty"' (Marx and Engels, “The Ci^^r- 
man Ideology"). 

Ortiz went on to quote Marx and En¬ 
gels’ “Anti-Duhring": 

In the division of labour, man is also 
divided. All other physical and men¬ 
tal faculties are sacrificed to the de¬ 


velopment of one single activity. This 
stunting of man’s faculties grows in 
the saane measure as the division of 
laboui. 

All end to the male-female division of 
laboui would mean the end of the nu¬ 
clear family, which in turn would bring 
otlier henefits in its wake. The areas of 
sexuality and non-sexual love would he 
fret'd from present-day limitations and 
take on a new, broader meaning. Ortiz 
writes: 

The concomitant of the nuclear fami- 
1> is monogamy; and its concomitants 
are prostitution, paid and unpaid, and 
infidelity — that is, the violation not 
only of a legal commitment but of an 
iintcnahN^ moral contract between two 
people. ... Is it not possible that so¬ 
cialist society will explore other 
lonns ol alliances, rejecting the insti¬ 
tution of monogamy, whiim, as Wil¬ 
helm Hcich asserts, is “at variance 
with tlie processes of psychic and phy¬ 
sical development"? 

. . 'rhe nuclear family has served to 
define and authorise two kinds of per¬ 
missible love relationships; it exclu¬ 
des those that do not fall into the 
category of (1) blood ties, or (2) sex¬ 
ual attraction, both of which are re¬ 
quired to have legal sanction. Surely 
we can expect that in a socialfst so¬ 
ciety love will no longer be compart¬ 
mentalised and exclusive, its pennis- 
sible objects strictly defined, its pro¬ 
tagonists playing the role of possessor 
or possessed. 

These writers believe that a socialist 
society is the cure for woman’s tiou- 
bles, and they are the most coherent, 
elear-mindi*d, and persuasive of the new 
militants. But the highly heterogeneous 
Women’s Lib Movement does not con¬ 
fine itself to words by any means. Every 
week some new tactic is reporttnl in the 
Press. One group occupies tlie office 
of a leading fashion magazine, protest¬ 
ing against the selling of women as ob- 
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jects; another group is thrown out 
trying to ‘liberate’ an old and respectai^,. 
pub in New York City which h|ii( 
traditionally closed its doors to womon'^ 
for over a century'. 

One element, especially noticeable In. 
the American Movement, is its tone of 
personal hatred. The women whO' 
march in street demonstrations are seen- 
carrx'ing .slogans like “Don’t cook din-*- 
ner — .starve a rat today". It seesQS 
that men an? seen here not ns victims of 
history which has led them to a false 
consciousness but as malevolent beings ; 
fully concious of and resi>onsible fof 
their oppressor’s role. This indicates a 
rather low consciousness on the part of 
the women themselves, since holding the . 
men personally responsible for their 
ideology’ denies the very' concept of a 
historical sense. 

Another filature of the movement^ ' 
something that probably could happen 
only in America, is its instant commeT'*'- 
cialisation. Just as the hippies^ 'flower 
child’ culture and the 'Black is Beauti¬ 
ful’ movement were commercialised, so 
also has Women’s Liberation become a 
comminlity’ to Ik* exploited by entre- 
j)renenrs and mass-media companies* ^ 
‘Women’s Liberation’ products have ap* 
pea red by the dozen. For example^ ^ 
there has l>een a Women’s Liberation 
calendar, witli pliotos of woman's tra* 
dilionnl enemies printed as dart-board 
taigt*t.s (o be hung on tlie wall, one 
phijto being that of Freud, capiUoned 
with his statement; “Anatomy is des¬ 
tiny". 

The movement is still confined to the 
c-oastal urban ccntn^s and the young 
educated middle class. But as social fer¬ 
ment spreads in America, Women's 
liberation is hound to spread too. 
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THE FOURTH ESTATE 


Not Entirely without Gains 

NIreekshak 


ON February 25, the Times of India 
featured on its front page the follow¬ 
ing tell-tale headlines: “Five Naxalites 
Killed Inside Jail", declared the lead 
headline; “Seven Killed as Police Open 
Fire in Kota”, screamed the second 
lead headline; and the third lead car¬ 
ried the three-column headline, “Pla¬ 
toon at Every Police Station*'. The 
Hindustan Times of the same day, 
while printing all the three main stories 
cited above on its front page, carried 
some additional information, also on 
the front page. “Violence Claims Two 
More Lives”, said one report, while 
another had the heading “Minister Hit 
by Stones’*. The pattern was more or 
less the same in every other news¬ 
paper. A foreigner visiting India and 
untutored in the ways of Indian demo¬ 
cracy might well have wondered what 
it was that India was fighting: an 
election or a war? 

This, however, is not a picture that 
reporters and newspapers have con- 
•cocted, as S S Dfaavan, Governor of 
West Bengal, seems glibly to imagine. 
There may be a tendency in some 
newspaper quarters towards exaggera¬ 
tion, but a murder is a murder and is 
news. 

Lack of Perception 

Many reporters — especially of the 
wealthier newspapers — have been on 
the move for several days now, filling 
voluminous reports of election cam¬ 
paigns, as well as their assessment of 
the prospects of various parties and 
candidates in the fray. Though some 
of these reports and assessments dis¬ 
play a woeful lack of perception, some 
are quite candidly slanted, and some 
others look as though they have been 
written by correspondents bound to 
their chairs in State capitals, they all 
make interesting reading. How many 
readers take the trouble of reading 
them is, of course, a moot point. 
Moreover, these reports are intersper¬ 
sed with, and quite often overshadow¬ 
ed by, news killings and stone- 
throwings, so that superficially at least 
the campaign itself appears more gory 
than it is. 

It must be said for the newspapers, 
though, that they have made an ear¬ 
nest effort to cover the campaign as 
fully as pocfsible. Several newspapers 


like the Statesman, the Indian Express, 
and the Hindu, to mention only three 
at random, have been printing special 
sections devoted to campaign news, 
the Hindu bringing out a special eight- 
page election news supplement on 
February 24. The Times of Indians 
election coverage has been, again, very 
extensive. And for special local flavour 
in reporting, the Free Press Journal 
and the Dcccan Herald are noteworthy. 
The smaller newspapers have been 
compelled, as usual, to lean heavily on 
agencies* copies; yet, while these gene¬ 
rally make for dull reading compared 
to the exclusive despatches of special 
correspondents employed by individual 
newspapers, there has been no dearth 
of news of a kind. As the reporters 
in the field kept up a steady flow of 
copy to their newsrooms, the campaign 
found its reflection quite constantly in 
the editorial columns as well. 

After the final withdrawals of candi¬ 
dates were announced, editorial writers 
set about to weight the Mine-up*, as 
the Hindustan Times put it. “What 
is significant fin the Mine-up*] is that, 
for the first time since Indep<"ndence, 
theie is no longer any real national 
party contesting all or even nearly all 
the States**, it wrote. Yet there is an 
“enhanced number of candidates in 
the field’* as well as a “multiplication 
ol parties*’. This, the paper said, “is 
the debris of the political fragmenta¬ 
tion of the past few years which has 
not been consolidated even within the 
various fronts and coalitions that have 
emerged. Together with the rising 
tide of independent candidates this 
atomisation of the Indian policy is not 
the most healthy development even if 
there is a large-scale slaughter of the 
political innocents at the poll.** 

The number of candidates, ’'about 
2,770**, commented the National 
Herald, “is not large... in what is be¬ 
coming a multi-party pattern .... The 
Indian elections of 1971 are essentially 
a choice of Prime Minister, overriding 
even the decisive issues,[!] even apart 
from parties, manifestoes and candi¬ 
dates. It will be essentially a vote for 
Indira Gandhi and what she stands 
for, or a vote against her and what 
her opponents stand for.” Not every¬ 
one saw the line-up in such stark 
terms, however. *rhe Amrita Bazar 
Patrika, for one, and speaking specially 


of West Bengal, said that in the con¬ 
text of the multiplicity of candidate^ 
— 1,200 candidates for 2S0 Assembly 
seats — “the struggle for power in 
West Bengal must be regarded as a 
spectacular explosion of political ambi** 
tion”. The number of candidates was 
“in a way, a symptom of the political 
malady which afflicts West Bengal to¬ 
day*’. Also, the “issues are confused 
by the multi-coloured clash of parties. 
Many political observers are afraid 
that the electorate will be confused, 
too, and there will he no decisive 
verdict’*. 

Pecuniary Gains 

The Pioneer introduced a transpa¬ 
rently cynical, if different, note to the 
discussion, as though to say it was a 
discussion to end aU discussioni “A 
midsummer night’s dream and a mid¬ 
term poll in current Indian conditions 
have much in common”, it proclaimed. 
“I'he atmosphere is fantastic and the 
rantings and ravings of the principal 
characters are as strident as they are 
absurd .... The distressing truth is 
that while India is undoubtedly bless- 
‘ ed with democracy there are very few 
democrats in the land. Opportunists, 
trimmers, double-c^rossers and defec¬ 
tors we have galore, but real demo¬ 
crats honestly 'sold* on socialism one 
can count on the fingertips of a maimed 
left hand.” In the process, “when 
the choice is between office and exile”, 
Pioneer lamented, “the country, not to 
mention truth, can go to blazes .. .**. 

Notwithstanding such high-minded 
editorial excursions, the campaign has 
not been without some immediate 
pecuniary gains for newspapers. For 
the first lime, there has been an at¬ 
tempt to influence voters through large- 
scale newspaper advertising. Govern¬ 
ment of India, through the Chief Elec¬ 
tion Commissioner, has been a conspi¬ 
cuous advertiser. Sen Varma’s odd 
tidbits, instructing voters how to vote 
in complete freedom and secrecy avoid¬ 
ing bribes and other inducements of 
all kinds, have been distributed im¬ 
partially to all newspapers. But poli¬ 
tical parties seem to have showed a 
very deliberate discrimination both in 
choice of newspapers as well as in size 
of advertisements released to them. 

The ruling Congress, for example, 
though it has probably used most of 
the newspapers, including the Current, 
for its advertisement campaign, ap¬ 
pears to have favoured some more 
than others: one has the filing that 
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the more critical a newspaper has been 
of Government’s policies the bigger 
has been its share in the advertising. 
Even more selective has been the 
Swatantra Party, which quite simply 
confined its campaign to the few news¬ 
papers knr)wn to he not unfriendly to 


it. 'rhe oiiI> other party to book news¬ 
paper space, if we ignore the Maha- 
rana of Me war, was the DMK; quite 
naturally it advertised only in the 
regional papers. It is a matter of con¬ 
jecture why Congress(O) has left this 
particular field fiee for its rivals — 


unless it is seeking deliberately to 
make out how poor and downtrodden 
it is in comparison to the ^totalitarian* 
and ’tycoon* parties with their many 
wealthy Indian and foreign patrons 
leady to sponsor advertisements for 
them! 




p 

I 

i 


I 


Whether you are 
a manufacturer, 
exporter, importer 
or trader, you’ll find 

DEtNTA BANK 

has services to meet 
your banking needs. 


SMALL-SCALE INDUSTRIES SCHEME 

Helps small-scale industrialists with 
advice and financial assistance on 
easy terms and conditions. 

LEHERS OF CREDIT AND FOREIGN 
EXCHANGE SERVICE 
Helps businessmen to import 
and export. 



FREE MAIL TRANSFERS 

Up to Rupees 10,000 a day. 



RATAN 


jga. 










REVIEW ARTICtE 


The Story of Industrialisation 

Bimal Jalan 

(1) Industry and Trade in Some Developing Countries: A Compa¬ 
rative Study by Ian Little, Tiber Scitovsky and Maurice Scott; 
Oxford University Press, pp xxii + 512. 

(2) Brazil: Industrialisation and Trade Policies by Joel Bergsman; 
Oxford pp viii + 281. 

(3) Pakistan: Industrialisation and Trade Policies by Stephen R 
Lewis Jr; Oxford, pp xvii -f 214. 

(4) Mexico: Industrialisation and Trade Policies by Timothy King; 
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OVER the last two decades manufac¬ 
turing production in developing coun¬ 
tries has increased hy about 7 per cent 
a year. Historically, this is unprece¬ 
dented. Not only is this rate highei 
than in the past, it is also better than 
what many ot tht'. presently developed 
countries weie able to achieve in a 
comparable period of their history. 
Theie is thus much to be happ> about; 
howtiver, as a political commentator 
has o]).'‘'erved “most of our problems 
arise out of their solutions". As a 
means of overcoming poverty, jrrdus- 
trialisation in its turn has not failed 

create its own problems: eg, the in¬ 
creasing economic and social inequali¬ 
ties, ri-gional disparities, widespread 
waste of resources, periodic balance of 
pavmenl.s crises, dei>eiidencc on aid, and 
so on. 

Tlie process of hidushialisaiion (rf 
developing coiinLiies is still in its in¬ 

fancy, and while some? countries have 
been longer at it than others, all of 
them have far tt) go before they be¬ 

come industrialised nations. Also, 
while we know more about the pro- 
ers.s ot development than we did 20 
years ago, we still not know en¬ 

ough. There are yet no convincing 
answers to the. questions that mo.st de¬ 
veloping countries are a.sking: how 
to speed up the process of industriali¬ 
sation, what kind of industries to pro¬ 
mote, in what time sequence, and 
with what kinds of instruments? 

In considering these questions a 
study of the past experience can be a 
valuable guide, and development eco¬ 
nomists owe a debt of gratitude to the 
Uevdopincnt Centre of the Organisa¬ 
tion for Economic Co-operation and 
Uevdopnicnt for having provided an 
interesting survey of industrialisation 
()oHcies and results so far. This is the 
lesult of a project, initiated in 1064 
under' the direction pf Ian Little, to 
study the industrlalisatien and trade 


policies of tin* developing countries. 
Seven countries — Argentina, Brazil, 
Mexico, India, Pakistan, Taiwan and 
the* Philippines — were selected, and 
each of these has been studied by one 
or two ecitnoinists with a close first 
hand kiiowledgi* of the country con¬ 
cerned. In addition to the country 
studies' (six of which have been piib- 
lisfied), the editors of the series — Ian 
JattU*. 7'ihoi- Scitovsky and Maurice 
.Scott — undertook a Comparative 
StmK ol the I'ndnstrialisation expcii- 
eijce. 

Phis leview riivers the Cknnpaiativc 
Study and the three country studie.s on 
Mexico, Brazil and Pakistan. The. 
counti> studies fleal with achievements, 
chosni p()Iic> instruments, and the re¬ 
sults ol these policies on the pattern of 
iiulustrialisation. All three countries 
fiave been idatively successful — 
Mexico acliieved a growth rate of (i 
[XT cent p(*r annum for the last thirty 
years; Brazil grew at an average rate 
of 6 per cent until the early si.\ties: 
and Pakistan, after a decade of stag¬ 
nation in the fifties, has grown by 
about 5 per duit per annum in the 
sixties. Policy instruments have also 
been remarkably similar — all of these 
have emphasised import substitution 
behind high protective barriers with a 
ccTtafn bias against exports and agri¬ 
culture. The impact of policies on the 
jiattern of growth has, however, been 
somewhat diffenmt. Mexico has done 
well in indiistiy as well as agriculture 
and exix)rts. Pakistan has done well 
ill industry and exi>oits, but not so 
well in agriciiltuic. Brazil has done 
wdl in industry and, to a* certain ex¬ 
tent, agriculture, but has lagged be¬ 
hind in exports of manufactures. Al¬ 
though industrialisation policies of 
these countries have been fairly suc¬ 
cessful, excessive protection and im¬ 
port substitution has led to the esta- 
iilishmcnt of higb<ost domestic indus¬ 


tries, inan> of which are internationally 
uncompetitive. 

The Comparative Study is the prin¬ 
cipal study of the series, and as such 
is of the greatest general interest. It 
not only brings together the results of 
industrialisation policies in seven coun¬ 
tries bui. oil the basis of this expori- 
(tice. also Miggcj>t an alternative poli¬ 
cy package which might work more 
efficicntlv in the future. While briefly 
noting the contents ol the country 
volumes and highlighting .some points 
of relevance to economic policy, this 
review would mainly concentrate on 
the Comparative Study. 

It may be mentioned in pab.sing 
that the work on the studies seems to 
have been completed by 1967 with the 
result that data in most cases end 
with 1964-6.5. Tin's iTiake.s the studies 
srnnewhut out of clat<; (e g, effective 
tariff calculations in most cases are for 
early sixties), howeviir, since; the ap¬ 
proach is analytical, this dm‘S not di¬ 
minish the value of these studies to 
cnnteinporar\ development ec-onomics. 

II 

Of the c‘uuntr\' volumes, the study 
on Brazil by Joel Bergsman is perhaps 
tin* most interesting to an Indian reader. 
Brazil is a large country, larger in area 
than the continental United States. 
*\jth A population of 90 million people. 
Its per capita income at about 250 
dollars per year is less than that ol 
many of the Latin American countries, 
but above the average for the develop¬ 
ing world. It has a long experience of 
industrialisation: by the end of the Se¬ 
cond World War manufacturing pro¬ 
duction had accounted for 20 per cent 
of the CDP. It has achieved lemark- 
alili* progress in import substitution 
since the W'ar, with manufacturing 
jirodnction giow'ing at the rate of 10 
per cent jier annum. Unlike many 
developing countries, inipoit; substitu¬ 
tion in Brazil hai gone beyond the 
^tage of consumer non-durables plus 
assembly ol con.siimer durables, and 
today Brazil also produces a W'ide va¬ 
riety of capital goods. 

In addition to achievement and po¬ 
licies, Bergsman’s study contains an ex- 
trllcnt discussion of cfficicnc> and cost 
aspects in particular sectors, e g, .steel, 
automobiles, capital gtMxls, and tex¬ 
tiles. The geneial conclusion is iiite- 
lesting. Many firiii.s in Brazil are effi¬ 
cient prodiioer.s of automobiles 

and capital goods, but Brazil also has 
many extremely inefficient textile manu- 
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factiirers. The ’ ^ason seems to be that 
efficiency in production has depended 
on oi>timiiin scale and modem techno- 
lojjy; and textiles, b<*ing an old indus¬ 
try, did not go m for rnodernisation 
since it was lu'glily protected anyway. 

In the course of his analysis of Bra¬ 
zilian experience, Bergsnian makes se¬ 
veral interesting points whiih should 

be of interest to all developing coun¬ 
tries. The first point that emerges i.s 
that iiuliistrial efficieney often depends 
on being industrialised. As the* authoi 
has put it, “it would indeed be lovely 
to have all (hose factois [preconditions 
of growth] appeal first, and induce in¬ 
dustrial development \N'hich would l)e 
inteinationally competitive right from 
tht; stall. Unloitiinately for LDCs these 
n‘souief‘s appear today as the rCMilts 

ot mdustrmlisalion as much as its 
(Bia/:il, p 9). The point is 
that a more* rapid rate of industriali¬ 
sation itself increases capacity for eco¬ 
nomic giowth hv piomoting the deve¬ 
lopment of iKilh the financial organisa¬ 
tion and the human resonrc<*s base ot 
the I'conomN. Itiduslrialisation breeds 
lurthei indiisti iaiisation, \\h(*rcas back- 
waidness bret'ds inciticiency which 
makes I’lrogress difficult. Perhaps this 
is one ot I tie n^asons why all countiie.s 
have hackwaid areas, jind despite ef- 
toits. thc\ lemam backward. 

In discussing the elticiency of pro¬ 
tection, Bcigsman makes the important 
point that leasoiis for government in¬ 
tervention are based on dynamic con¬ 
siderations, and involv sacrificing 
maximum allocative efficiency in order 
to shift the countiy to a structure of 
pioductiun which will promote in¬ 
creased income latei. 'Phis is a major 
ustification for deviation from free 
trade. However, indisciiminate pro¬ 
tection ovei too long a period can also 
bleed widesprtad inefficiency. Bergs* 
man argues that Brazil, like many de¬ 
veloping countries has protection levels 
which are c.xccssixe in relation to ob¬ 
jectives, and that the degree of pro¬ 
tection could probably be decreased 
without affecting th(*. e.vtent of import 
substitution. “Thcie is nothing in in¬ 
fant indiisti i(\s or infant ec*onomios, ex¬ 
ploitation by advanced countries, pa- 
tiiotic or militaiy considerations that 
alters tlie fact that it does not pay to 
pioducc for ever at higher costs than 
vou can buy for” (Brazil, p 187). 

Another point of interest is the im¬ 
portance of the “scale” factor in in¬ 
dustrial <*fficiency. Bergsman's indus- 
tiy case studies bring out the fact that 
in many of the modern industries, large 
fiitns aie also tlie ones which are in¬ 


ternationally competitive. For example, 
for steel plants, an estimate is that the 
scab* economies reduce the cost of pro¬ 
duction poi ton of pig iron, steel in¬ 
gots and flat-rolled products by 12.8, 
18 5 ami 28.7 per cent respectively, 
when output is increased from 400 
thousand to 1.5 million tons. Similar- 
l\ the c.isc studies show that insistence 
(>ii domestic procun^nient of raw mate- 
nals or parts m automobile or C'apital 
goods industries may have been pushed 
tot) far in many coiintrie.s. Bergsman 
<.stimates that, in Brazil, the excess 
costs ill automobile manufacturing 
could be cut by half if domestic pro¬ 
em emc'nt reijuircnumts were to lx* re¬ 
duct'd to 80 or 85 per cent by w'cight 
I rum the prevailing level of about 95 
pt-r cc*nt. 

In the debate that is now going on 
III India regarding inflation, Brazil'.s 
bistoncal experitmee may be of some 
interest. Brazil has expeiienccd high 
inflation — prices rose by 10 per cent 
a year during 1948-52, 20 per cent 
during 1953-60, and by as much as 90 
per cent in H)04. Until 1900, however, 
inflation was acc'ixiipanied by high 
giowth rates, and the same policies 
which favoured growth also seem to 
have lavtiuretl inflation. There was 
tiansfi'r of income from wages to pro¬ 
fits and fioni the piivate to the public 
sector leading to a high level of public 
mveslnicnt. After 1961, the picture 
changed dramatically. Growth and in¬ 
dustrialisation lost their top priorities, 
public investment was reduced while 
iiirr<*nt expenditure increased rapidly, 
and vacillatiim and inconsi.stency of 
government policies resulted in neither 
stable? piiccs nor stable growth. There 
IS a lesson here for India: cutting 
down the* latt* of public investment 
\\ ill neither help growth nor prices. 

After a period of relative stagnation 
in the fiftie.s, Pakistan has emerged as 
one of the more successful among 
developing countries. National income 
has increascid at around 5 per cent a 
year, manufacturing has grown by 
some 15 per cent a year, and exjports ot 
nexv manufactures have registered in¬ 
ti eases of 20 to 25 per cent per year 
in the sixties. The principal tool of 
economic policy in the case of Pakistan 
was exchange control, high protection, 
import licensing, and export subsidies 
which transferred large amounts of re¬ 
sources from th<* agricultural sector and 
from urban consumers to the new in- 
dustiialist.s. Certain inefficiencies in the 
allocation of resources wore inevitable, 
hut the policy, on the whole, was 
highly .successful in achieving a high 


late of manufacturing production. 

The author, Stephen R Lewis Jr, 
suggests tliat even if economic policy 
had remained strictly neutral with res¬ 
pect to the incentives for investing in 
manufacturing, Pakistan would still 
have done rather well in manufactur¬ 
ing. Tins is so because the ingredients 
for industrialisation were all there; 
almost no existing industries, large size 
of the domestic market, and the domes¬ 
tic availability of agricultural, raw 
mateiials used in production of many 
of the manufactures consumed in 
P.ikistan. 

It has often been argued that the 
tariff structure in the developing coun¬ 
tries is such that it distorts the pat- 
tiTu of inipfiit .siilistiliiticm and leads to 
misallociition of resources among hidus- 
tiies. Such misallocation does not seem 
to have been very significant in the 
ease of Pakistan. Lewis found that 
the most significant single detenninant 
ol the e.\tent to which an industry pro- 
<bleed a large proportion of total supply 
domestically was the extent to which it 
deiieiided on a domestically produced, 
lather than imported, raw material. In 
his view the structure of tariff rates 
xamong industries was not a significant 
determinant of the structure of domes¬ 
tic production. For example, the low 
share of domestic production in total 
supply oi intermediates or investment 
and related goods is due to the lack of 
raw matt*rials for most of these indus- 
tnes, rather than due to relatively 
lower tariffs on competing imports. 

L<w\is devotes considerable attention 
to the discussion of the theory of effec¬ 
tive protection, and the effect of tariffs 
on Pakistan’s industries. The measure 
of effective protection as a guide to 
comparative costs and industrial, effi¬ 
ciency has lately become fashionable 
among economists, and Lewis’ findings 
for Pakistan should be of general inter- 
(‘st. Two of his conclusions seem to 
east some doubt on the efficiency of 
tkis measure as a guide to comparative 
advantage. These are: (i) rate of effec¬ 
tive protection may overstate the loss 
III i)roduction efficiency. This is be¬ 
cause protection may yield high profits 
to imiKiit-c'ompeting domestic industries 
rather than result in higher real costs 
of prwluction through improper choice 
of techniques, factor proportion or in¬ 
put iiii.x, and (ii) prices do not reflect 
niaiginal costs, and tariffs may be mis¬ 
leading guide to relative prices. In 
several industries, unit cost of produc¬ 
tion was lower than implied by tariff, 
but high domestic indirect tax had 
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pimihed domestic prices above prices 
received by exporters net of tax. 

Another interesting point which may 
bo. relevant to the theory of elfective 
protection is the misleading results that 
may arise from examining only the 
tariif structure. Lewis found that over¬ 
all ranking of itulustries remained quite 
similar whether they were ranked ac- 
cxircling to nominal protection or effec¬ 
tive protection. However, when the 
ranking of effective protection of indus¬ 
tries by the tariff system was compared 
with the ranking of protection from all 
sources (including multiple exchange 
rales, subsidies, and indirect taxes), 
there were enough changes to make the 
rank correlation between the two meas¬ 
ures fall almost to insignificance. This 
suggests that studying only the tariff 
structure will not l>e of much value; in 
any case, if this is all one wanted to 
do, one would do just as well by simpl>' 
examining the rates of nominal protec¬ 
tion. 

lewis' chapter on regional imbalances 
in Pakistan is of topical interest. The 
extent of the imbalance comes as a 
surprise. Throughout the period, East 
Pakistan eaiined more than half of the 
total foreign exchange, but received 
less than one-third in imports and one- 
• third in domestic investment. The 
savings rate between the two provinces 
was not very different, and the poor**r 
province seemed to have financed the 
development of the richer province. As 
a result during the fifties, inenme per 
capita ill West Pakistan rose at the 
rate of approximately one per cent pei 
year, while per capita income in East 
Pakistan actually fell at a rate of one 
per cent per year. In the .sixties, the 
growth rates have been similar, but in 
absolute terms, the disparity in incomes 
between the two wings has increased. 

For the last 30 years, Mexico has 
enjoyed a sustained growth rate of six 
per cent per year. This outstanding 
performance has not been due to in¬ 
dustrial growth alone. Manufacturing 
exports have increased at a rapid rate, 
and unlike many other developing 
countries, agricultural production has 
also increased at an average rate of 4.6 
per eeot during the period. Inflation 
has been modest, and Mexico has also 
been successful in maintaining currency 
convextabdity. As in other countries, 
govexaiQient iutervention has boen wide¬ 
spread, i(nd the policies followed have 
empbiftiaed import substitution with 
hQl^/pR)loctiQii» However, thanks to 
paagnMUfiA^iapd flexfinUly m gfkvm- 
tuspuroes of eoo- 
b^^uaed to. fidl at xnoit 


pohits, Aiibough Mexiocr haa been 
troubled by balance of paywMQla diffi* 
culties from time to time, it has never 
l>een pushed by balance of payments 
prob)em.s into adopting po)ide.s which 
had restrictive effects on growth. Almost 
unique among the developing countries, 
she has not been held up by a tendency 
for the supply of foreign skills, infra¬ 
structure or foreign exchange to lag 
behind the other two. 

It is not in the tradition of econo¬ 
mists to be happy about the way things 
are going, and Timothy King docs not 
fail to take Mexico to task lor its ex¬ 
cessive reliance on import substitution 
policies. The author believes that sub¬ 
sidies would perhaps have been a 
better policy instrument than protec¬ 
tion, and suggest.^ that import substitu¬ 
tion in Mexico may have lM*en carried 
too far at the expense of export promo¬ 
tion. Excessive emphasis on protection 
may have also led to the establishment 
of industries whose social benefits were 
extremely small. However, like the 
l^hilosopher who sat down to philoso¬ 
phise but cheerfulness kept breaking in, 
the author concludes that *'in compar¬ 
ing Mexico with less succe.ssfiil coun¬ 
tries following the sarm^ pattern of 
industrial development, the most dis¬ 
tinctive features of her economic 
success have been her agricultural and 
financial policies and performance” 
(Mexico, p 151). 

in 

lire Comparative Study makes 
depressing reading. There is plenty 
that seems have to have gone wrong 
with the ifnlu-strialisatjon strategies of 
the developing countries: they are 
richer but less equal; they are more 
industrialised but less efficient; they are 
supplying more of their own needs but 
are also more dependent on imports 
and aid. Exports have lagged, unem¬ 
ployment has increased, and agricultu¬ 
ral production has suffered. There is 
a wealth of information and analysis 
in this volume — no less could have 
l)een expected from authors of such 
eminence. TTiere is much in their 
analysis that one can readily agree 
with, but also .some with which at least 
this reviewer does not Perhaps the 
best courae is to reveal one's own pre¬ 
judices alongside theirs and let the 
reader make his own judgment. 

The study is at its best in analysing 
the ill^ects of some of the industria- 
lisarion policies. We know that all is 
not wsett .iti developing countries; how¬ 
ever, somer^f dbe qiumtificiithm does 


cenne aa a surprise^ It is a 
thougiH that a number of 
coimtrMs, including India, has 
sbed industries whose valueradded 
world prices is negative. This 
that to operate these industries requir^?!! 
imports whase value, in foreign ’’ 
change, exceeds the price at which ; 
their output could be imppeted frcm,; 
abroad ready-made. They are thui 
both a direct loser of foreign exchange ' 
and a drain on national income. A’ 
number of examples of such Industries ' 
(during early sixties) are cited in the . 
study: in India, leather goods, bfeyel^jS^. 
and non-ferrous metals; in PakihhiPt 
motor vehicles, edible oils, and aug^ ' 
refining; in Piulippines, refrigerators;', . 
air-conditioners, and television sets, as > 
well as several food products. 

One can, of course, argue with some 
of the assumptions underlying the coni*.!;;, 
cept of “value-added at world prices"; 
for example, it is perhaps unrealistic,; 
to assume that if the domestic compp* \ 
nent manufacturers had not sold their 
output to, say, local automobile plants^ ' . 
they could have exporte<l their outi^t 
freely. However, there can be Utile « 
doubt that excessive reliance on import 
.substitution, irrespective of costs, has 
led to the cstablishuient of industries 
whose benefits to the country arc ex- 
tremcly small, if any. 

The extent of protection against 
competition in many industries is also , 
quite revealing. Very high protection, 
in the absence of countervailing poli- 
cie.s, has certainly led to the deteriora¬ 
tion of efficiency in many firms because 
domestic profits have l>een guaranteed 
irrespective of the cost and quality of . 
the product. Sure pmfits have led to 
preference for, what Joel Dergsman has 
called, a “quiet life”. As Betgsroan 
has put it “ ‘quiet life’ effects seem 
more important per se when we realise 
that economic development is a process 
taking place over time. A large part 
of growth in output — e.spccjally out¬ 
put per capita, wdu'ch is an essential 
part of development — is caused by 
increases in technological efficiency. If 
protection reduces the search for better 
methods, better organisation, better . 
maintenance of equipment and all other 
elements of technological efficiency, the 
economy will suffer a permanent and 
increasing cost” (Brazil, p 1T9). 

There have been sufficient induce- ' 
ments for “quiet life” in the countries 
covered by the OECD studies. lit 
India, for example, the average level of 
protection in the early sixties for a 
group of manufactured products was 
313 per cent In Pakistan it was 271 ^ 
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per cent, in Argeiilina 162 per cent, 
and in Brazil 118 i)t;r cent. These are 
averages; sometimes protectioti can 

raise the domestic value-added by an 
industry to a large iiniib'ple of wha! 
the same would be at world prices. 
Examples are: the 9,900 per cent 

effc?ctiV(^ i^iotoction or ‘.ilk anti art-silk 
in Pakistan, the 8,180 per cent protec- 
, tion oi» pei fumes and snap in Brazil, 

^ the 2>32() per ctnt nn electiic lamps 
in the rhilippirn s, tin* 380 per cent on 
textiles in Aigonfina, and the 212 per 
cent protection on motor vehicles in 
Mcaico. 

Once again, i( is possible to raise 
donlUs al)uiit the interpretation of these 
figures on both t«'chnical as well as 
conceptual grounds. One might ques¬ 
tion the valuation ol non-tiaded inputs, 
the derival j(jn ot so-called ‘*world 
prices", the eonvcision at the prevail¬ 
ing exchaTige rate, the assumption re¬ 
garding iijput-outpnl co-cflieienls or llie 
rate of profit I)et\ve(in industries. One 
might, For <\\an)pU^; point out, as Ste¬ 
phen Lewis’ results ior Pakistan show, 
that high elTcitive protection may re¬ 
flect high profits (picsuinably taxable) 
rather than inefficiency in manufactur¬ 
ing. Or, one might suggest that pro¬ 
tection exists mainly for balance ol 
payments and otlici leasons rather than 
to shield nncompi'litivc industry's, and 
that the developing countries are not 
alone in protecting their industiies like 
cloth, shoes, leather and furniture. .So 
do the dt'velopcd (ounliics — and for 
the leastHi that they do not want com¬ 
petition from the developing countries! 
llowevcr, the basic points that emerge 
fnmi the study of piolcction — namely, 
that protection levels in the developing 
countries are peihaps higher than ne- 
ccssury to meet their obiectives, and 
that in thfj a])scnee of countervailing 
policies they may have led to a bias 
against agriciiltine and exports — per- 
hap.s remain valid. 

If tlie cas(‘ foi sj^cciaJly encouraging 
industrialisation is accepted, the authors 
readily concede, then one must also 
accept that there should be some bias 
against agricultmc. However, they feel 
that the magnitude and effect of the 
bia.s in the coimtiies .studied has been 
excessive; in several of the countries 
the effect on agricultural production 
has Ijccn damaging and agricultural 
exports e.arned less than they should 
have. The farmer has been the main 
loser. He has paid more for his pur¬ 
chases and received less for his sales 
than he would have if he had operated 
in the world market. Thus for Pakis¬ 
tan, estimate is that the prices 


of inanufaclurcs in relation to farm 
prices have, over much of the period, 
been twice as high on the average as 
world-market pi ices would be. The 
lesulting redistribution of income from 
Intming to manufacturing has amounted 
lo $500 million per annum or 11-13 
per cent (if uhat farm incomes would 
be, it woild-maiket prices were allow¬ 
ed to obtain. 

B(‘caiise of rcdisti ibution of income 
horn agriculture, which employs the 
lajg(‘ majority of people in those coun¬ 
tries, there has been an increase in 
('(’onomic incijuality. Standards of 
living in some imal areas have been 
di‘('lining, although average per capita 
incoanc in the nimitiy concerned may 
have bi‘(‘n incica.sing; a parlicularly 
deal case is that of Pakistan. 

Speaking of unintended effects of 
liolicy, the study has an interesting 
chapter on the elfi('iency of adniinis- 
tiativc controls. I-caving aside the 
inlellcctnal bias for or against controls, 
many countiics .seem to have been 
parlicularly inept in administering the 
control mechanism. There is much in 
the story of gralt, corruption, and arbi- 
Irarimjss of decision that gives credence 
lo the view that in India, as in many 
other countries, acce^Mhilittj to govern¬ 
ment officials has become a fifth factoi 
ol pjocluction! The authors argue that 
objection to coimption is not only 
moial, blit that it defeats the objectives 
of the disciiminalory measures, “In 
I’akistan, for e.xamplc, higher rates of 
tax are imposed im finer counts of yarn 
with a view to imposing higher taxes 
on the lich. The result is that lax 
in.si>ec tors arc bribed to clas.siry finer 
counts as coarser ones, and the pro- 
gressivity of the lax falls by the way- 
side” (Study, p 214). An Indian 
leader, of cour.se, hardly needs the 
example from Pakistan to prove the 
point. 

Mucli more .serious are the economic 
costs of delay in making decisions. Time 
taken to obtain various licenses usually 
incrca.ses the marginal capital-output 
ratio, i e, the amount of capital needed 
to produc'c a given output. Manufac¬ 
turers who are wise r'nough to antici¬ 
pate delays try to hold larger invento¬ 
ries of imported inputs, thus mcrea.sing 
the amount of capital that needs to be 
invested to produce a given flow of out¬ 
put. If this is not done, delays cause 
the slow-down of production and the 
underutilisation of capacity. Manufac¬ 
turers, therefore, decide to safe 
and pre-empt the field by applying for 
nM>re impoits than n^ed and for 


investment licences, even before the 
rleciHon to invest has been taken. The 
authors point out that the latter is 
c.xpecially unfortunate in India since ' 
licenses are issued upto the limit of 
planned capacity, estimated on the 
basis of xobat has been approved and 
not of what is actually being put into^ 
place. 


IV 

This is a long catalogue of ills. *The 
authors believe that these are a direct 
rt'sult of govenuntml policies which 
have put excessive reliance on controls, 
administrative inteivention, quantitative 
import restrictions, and high protection. 
They favour a return to a more “open” 
economy, and believe that developing 
countries would benefit from adopting 
a more decentralised approach with 
greater use of price mechanism. They 
arc not against government intervention 
or .special cncom ag(*nicnt of indus- 
tr\: hut believe that encouragement 
to industry .should be in the form of 
“piomotionar* measures rather than 
protective ones, e g, by subsidising the 
use of labour, by providing training 
facilities and other sei'vices, by improv¬ 
ing the institutions, and by rewarding 
industiy directly for any “external”’ 
benefits which at may confer. 

The authors have outlined tlieir pro¬ 
gramme for reform in considerable 
detail. However, here it is possible to 
sketch only the barest outline. They 
propose an end of quota restrictions on 
a permanent basis, and suggest a small 
uniform tariff of say 10 per cent on all 
imports, including materials and capital 
goods. Tariffs would have a largely 
non-protective role. They would be 
seen as part of the general fiscal 
system, and would be matched by 
internal indirect taxes wherever pos¬ 
sible. Although import controls may 
be introduced as a crisis measure, the 
main instrument for balance of pay¬ 
ments adjustment will be the exdiange 
rate. In inflationary countries, small 
but very frequent adjustments of die 
exchange rate will be particularly 
necessary. 

”1116 main encouragement^to industry 
would be in the form of subsidy to 
labour, in medium- and large-scale in¬ 
dustry possibly at the rate of 16-50 
per cent of unsldlled wage bill, 

depending on the country. If the 
government felt that there were oertgjkk 
industries with particularly impdirtatit 
external econotnies, it mi^t wlib to 
give them adrenal special eoconragi^ 
ment, but oaaee are likoty * to be 
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rare. Manufactured consumption good*; 
Will be taxed without regard to whetiber 
they were imported or domestically 
produced. Capital goods and inter¬ 
mediate goods will not usually be 
taxed. 

The authors naturally do not feel that 
this liberal regime can be introduced 
overnight; and they suggest a pro¬ 
gramme for introducing the changes 
gradually. Initially Quotas would be 
removed and the exchange rate de¬ 
valued to what was considered to be 
the equilibrium level in the desired 
final solution. However, this devalua¬ 
tion would be accompanied by changes 
in taiiffs, and export subsidies and 
taxes, so as to leave internal prices 
much the same as before. The transi¬ 
tion to the final price structure would 
he accomplished over a number ot 
years by gradually n*clucing tariffs and 
export taxes; and by raising indirect 
internal taxes while introducing sub¬ 
sidies. 

Whether one agrees with the authors' 
programme for reform is largely a mat¬ 
ter of opinion, and possibly, value 
judgments. Those, wh, share the 
visiem of a world witli equal opportu¬ 
nity lor all and view the problem of 
development as essentially one of pro- 
' gress along a steady growth path, 
would find much that is attractive in 
this programme. On the other hand, 
those who consider the industrialised 
and the d<‘veloping countries as unequal 
parhiers in trade and view the problem 
of development as one of structural 
transformation at some sacrifice of the 
present incomes, would probably dis¬ 
agree. This reviewer quite frankly 
does not believe that the authors' pro¬ 
gramme would work in many of the 
developing countries, or that this is 
necessarily a preferred or the ideal 
solution. 

First, on the basis of the evidence 
presented one cannot be sure whether 
the policy instruments per se were in¬ 
efficient or was it the use that was 
made of them in some countries? For 
example, the authors present evidence 
to show that apart from Russia, the 
US, Spain, and Portugal, protection 
levels in the first quarter of the 20th 
century were quite low in both the 
developed and the developing countries 
(Study* p 162-165). However, the 
fact remains that while Russia and the 
United States developed in spite of 
high protection, the developing ooun- 
tri^ widi kiw levels, of protection 
— dl^ not. ^ Similarly, in terms df the 
eff^ ot pidtection on agricidture or , 
Is it ^at hi ipfte of high 


protection Mexico or Brazil did well in 
agriculture, while Pakistan did not? 
Pakistan and Mexico have experienced 
high rate of growth of exports of 
manufacture.s, while Brazil has not. 
Levels of protection cannot explain tins 
diversity of experience. The study it¬ 
self has an excellent cliapter which 
shows that many other counti'ies — eg, 
Taiwan. Koiea, Hong Kong — have douf^ 
well in exports of manufactures once 
they have gone about it intelligently 
and not necessarily by dismantling 
tariffs. India in recent years is another 
example. 

This docs not (luestion the view that 
protection levels in many countries 
may be “excessive” and that a change 
in tariff .stnictine may be desirable in 
many countries. In fact, one can 
readily agree that rationalisation of the 
taiiff structure .md reduction in aver¬ 
age levels of protection is probably 
necessary in many countries for pro¬ 
moting elficiencv. However, the eviil- 
ence presented does not support the 
case for a lum-around in policy from 
protection to free trade. 

Similarly, \\'ith regard to the effect 
of tariff structure on allocative effici¬ 
ency, Stephen Lewis has shown that 
taiiffs did not have a significant effect 
in determining the pattern of invest¬ 
ment in Pakistan. It stands to reason 
that in countries, which have a licen.s- 
ing policy for investment, tariffs aie 
unlikely to Ire the primary influence on 
pattern of investment, since private 
investment is hardly free to move in 
response to differential profitability in 
different lines. Since the average pro¬ 
tection is high, it is likely that tariffs 
affect the pace rather than the direc¬ 
tion of investment. - Again, one does 
not wish to^ suggest that the lioensing 
policy has achieved its objectives and 
the allocation of resources has been 
optimal; only that if this Is not so, it 
is not necessarily because of tariffs. 

The authors are quite right in sug¬ 
gesting that the move to import substi¬ 
tution policies in the developing coun¬ 
tries has been due to export pessimism, 
and that the accent on import substi¬ 
tution has not decreased a country's 
dependence on imports from abroad. 

It is true that, in absolute terms, im¬ 
ports have not decreased, but the 
evidence » not clear whether this is 
also true relative to the rate of indus¬ 
trial growth that was achieved. The 
development strategy of countries has 
depended on the view they have taken 
of opimrhinities in international trade, 
and it may be that some of the coun¬ 
tries were too pessiudstic. Bowever, 


for the developing world as a« 
it is also tiue that in spite of aii 
ordinary growtli in their manufadum 
exports‘of about 13 per cent per 
l3etween 1959-66, their total 
(including oil countries) increased:, 
about 6 per cent. The share of devO-’ 
loping countries in world trade ha^, 
declined from 27 per cent in 1953 fO. 
19 per cent in 1967; even in primaiy 
products their share has fallen firom 
. per cent to 42 per cent. For the do^; 
loping countries as a group, this Is 
baldly ccjnducjve, to optimism. \ . 

It is possible to argue that tibe deve*^ 
loping countries would have done better 
if llu\v had pursued more outwirct*; 
looking policies; but how much better? 
The point is simply that manufacturof 
an* still a minor fraction of total e3t^ 
ports, and even if they grow at the tale 
of 15 or 20 per cent they cannot make 
up for the stagnation in exports of 
traditional exports of foodstuffs Olid' 
agiiciiltuial raw materials — at least 
over the next decade or so. In ihe 
interim, tlie only likely strategy for at 
least some counfTi(‘s is to accelerate 
the pac(.‘ of industiialisalion, w’hile 
irldiirely decreasing their dependence 
on imports. 

Perc'^»ptioii and evaluation of OppOf* 
tunities in trade is likely to vary from 
cOLintiy to (.onntiy, and so is the “op0n- ^ 
ness” of th<ai economies. It h also 
po.ssible that the degrt^e to which i| 
country wants to participate In interna- , 
tional trade is not entirely a matter of 
current economic costs and benefits. 
Some countries, which are too depend- 
vnt on economic devedopments abroad 
or which rely on exports of one or 
two commodities for a large part of 
their national income, might be willing 
to pay a price (in terms of a lower 
current income) in order to reduce 
tlioir dependence. Others might want 
to dec](*ase their dependence for cor- 
faii) types of goods m (jn certain coun- ■' 
tries and pay a certain price for it. 
Self-sufficiency in food production, for 
example, is an objective which seems 
to command universal approval. R 
does not scorn possible to recommend 
a desirable degree of ^‘openness" for ^ 
all developing countries without intro¬ 
ducing a prior value judgment. 

Jt is likely that a ixilicy of peiiodlc 
exchange rate adjustments will avoid 
balance of payments problems; blit ^he 
interesting question is: at what level . 
of income growth? For many coun-' 
tries, a sound balance of payments is 
the easiest thing to achieve — they 
have only to stop growing! Betgsman 
has put the point rather well, *"If ex- 
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port expansion had been the only goal, 
a policy of continna) devaluation in real 
terms, phis taxes on coff^ and perhaps 
a few other products, might well have 
l)eon successful. The trouble with 
siidi a policy is that it probably would 
not have produced the desired growth 
in income, industrialisation, and 
modernisation" (Brazil, p 99). 

The .suggestion that the developing 
countries should devalue to what was 
considered an cfjiiilil>rium rate of ex¬ 
change and then gradually adjust tariHs 
and subsidies, is probably somewhat 
wishful. It is difficult to find an equi¬ 
librium rate of exchange that is valid 
at a point of time, let alone one d\at 
is fixed through time. It the develop¬ 
ing countries adopt this policy, they 
are lilccly to find themselves pursuing 
a shifting goal — and continuously 
devaluing. For developing countries, 
exchange rate adjustment is a one-way 
process. 

Taken as a whole, in the view of 
the reviewer, the programme for re¬ 
form suggested by tht‘ authors is not 
convincing. The individual policies 
suggested by them may be valid, to a 
varying degree, in different countries; 
e g, there may lx* a case for labour sub¬ 
sidies or for exchange rate adjustment 
or rationalisation of the tariff structure, 
but the past experience with industria¬ 
lisation policies, presented in the stu¬ 
dies, does not necessarily point to an 
abandonment ot the development stra¬ 
tegies that the developing countries 
have pursued so far. 

If the above progiamme is not con¬ 
vincing, what else can be done? It is 
obvious that tlH*re are no easy — oi 
even difficult — universal answers to 
the problems of industrialisation. It is 
also likely that whatever one does, the 
course of development will never run 
smooth. However, some elements of u 
more rational industrial policy, that is 
neutral with respect to value judgments 
or political systems, may be suggested. 

Firstly, there is the need for con¬ 
sistency in decision-making in planning 
for development. Effects of develop¬ 
ment activities or policies have to l>e 
judged as a whole rather than piece¬ 
meal in terms of the effect of each 
policy or activity on this or that laud¬ 
able objective. One policy may be 
justified because it promotes equality, 
other activities because they create 
employment or investment or exports or 
import substitution; yet taken together, 
the programmes may help neither equa¬ 
lity nor growth nor economic independ¬ 
ence. Individual decisions are neces- 
saiiiy made at vaHoua levels and in 


various departments, and in order for 
these to be mutually consistent, it is 
necessary that development objectives 
are articulated rather more specifically 
than d<*sire for "full-employinent'' Or 
“social eqiiahty" or “import substitu¬ 
tion". For example, an employment- 
oriented programme does not necessarily 
mean that a country will adopt any 
project Which will employ more peo¬ 
ple, it may only mean that such pro¬ 
jects will be given some preference 
over others. How much preference, 
and at what cost to other objectives? 
are not matters ot technical analysis 
but political judgment which only the 
leadership of the country can decide. 

Secondly, it needs to be recognised 
that whatever on<* wishes to do, on<* 
sho\iId try to ensure that expected 
benefits are larger than costs. For this, 
a measure of social cosl*benellt of in¬ 
dustrial activities is essential. The 
developing countries have generally 
neglected this aspect and it is the 
lacuna in project selection, rather than 
levels of protection, that probably ex¬ 
plain why man> fond projects are 
tedmicially and economically inefficient. 
No amount of nationalism or inwar<l- 
looking strategy can justify an industrial 
project which consumes more in real 
tenns than it produces; yet many 
countries have at least a few projects 
which are precisely of this nature. It 
must l>e emphasised that social cost-be¬ 
nefit analysis of projects has nothing to 
do with the controversy over public or 
private sector or controls or the extent 
of planning. All economic activities 
yield certain costs and benefits to s<j* 
cict>’, and it is essential to quantify 
their social value in order to determine 
whether the costs arc worth the lx*ne- 
fits. 

Thirdly, whatever views one might 
have on the nllocativo efficiency of 
prict^ mechanism or controls, productive 
efficiency in the use of resourc'es is a 
must. Once the decision to produce u 
commodity has been taken, it does not 
make sense to use more resources 
than required to produce a unit of out¬ 
put unless one can justify the additional 
cost in terms of a more than corres¬ 
ponding gain in some other objecitive. 
For example, some countries encourage 
— and sometimes insist on — the esta¬ 
blishment of numerous units of produc¬ 
tion even in cases where the market 
large enough only for one plant if 
lower costs, due to economies of scale, 
are to be realised. A number of plants, 
each below optimum capacity, may be 
vaguely justilM in terms of some other 
Objectives smdi as tegffmal 


dii|)ersA] of ownership. However, on 
doser eidamCnatlon it may be found ^Ihat 
other benefits are largely imaginary 
since all the plants are located in the 
more advanced regions and o^%lled by 
tfie same group of industrialists, or that 
the excess cost of sub-optimum plants 
far outweigh the social gain. 

Finally, in many developing coun¬ 
tries, there is certainly a need for 
is really no point in having three con¬ 
trols. Rationalisation need not •neces¬ 
sarily mean a decrease in the average 
level of goveniment or public control 
of economic activities; it means that 
the system of controls should be inter¬ 
nally consistent and that indivjduul 
controls should produce demonstrable 
benefits in terms of the country's objec¬ 
tives. Administrative ability, no less 
than material resources, is scarce in the 
developing countries, and it is necessary 
that it be efficiently allocated. There 
is really no point in having three con¬ 
trols where one will do or in continuing 
with controls that, however regrettably, 
cannot he administered. 

I'hese suggestions add up to a plea 
for rationality and cost-consciousness in 
the pursuit of development objectives, 
ami if adopted, are likely to avoid 
many ot the inefficiencies in resource 
use that the OECD volumes have so 
forcefully brought out. 
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Fluctuating Voter Loyalties 

Budhlada Assembly Constituency in 1969 

R Chandidas 


7 his article is an attempt to find a consistent pattern in the distribution of votes amon^i the parties 
in the 1967 and 1969 elections m Budhlada Assembly constituency, which is part of a socio^economically 
diverse region and has never had very constant voter loyalties. Over a period of 19 years, Budhlada 
vot^s have exercised their franchise eight times — each time, differently. The major contenders for 
political power have been the Congress, the Akali Dal, and the Communists. A breakdown reveals that, 
ivhile the first two parties held the seat for nine years each, the Communists secured it for one year. In 
view of the keenness of electoral competition and the shifting voter loyalties in Budhlada, it is interest'^ 
ing to examine the circumstances that determined voter support in 1967 and 1969. 

It is found that while intra-party harmony and campaign strategy and organisation may have im-» 
mediate impact, the socio-economic context is also highly relevant to the voting decision. As the pro¬ 
portion of agricultural labourers increases, for instance, the drift is Leftward: similarly, as the distribution 
(>f Government patronage in terms of amenities decreases, the drift is towards the opposition. 

The stability of electoral politics, it would seem, depends largely on the ecological make-up of the 
area, the socio-economic context playing a crucial role in the elections. Low concentration of scheduled 
castes, high literacy rate, less pressure on land, low proportion agricultural labourers, greater participa¬ 
tion III economic activity, and lower concentration of displaced persons - appear to be factors that give 
a polling area a stable support base. On the other hand, high social and economic diversity results in 
fluctuating voter loyaUws, making the area shift its support from time to time. 


l'"ROM rlonifnaiiee to diniinution may 
hav(‘ been widely tnic for the Congress 
jn die 1969 iiiid-tmn poll, but the 
Budhlada Assembly constitmmcy has 
IK‘Vt;r been doni/nati'd by any paify for 
innie than one eleetion. The major con- 
toiifleis for political powe*r have b(X‘n 
ihe Congress and the Akali Dal widi 
eonslanl foiavs bv the (Communists. At 
one lime, die Communists did get lliis 
s(‘at, but thei? vicloiy was shortlived 
and they had to vacate the seat after 
one y(*ar. For various reasons, this elec- 
toial area has Ix'cn through the max¬ 
imum iminher of elections in Punjab: 
over a pi'riod of some 19 years, the vo- 
tt'is hav4‘ exercised their franchise eight 
times — each lime dilTi'reiidy. 

The seat has been shared between the 
(Congress and the Akali Dal. The Akali 
winner, Kripal Singh Shan, defected to 
Congress in 1961 and he retained the 
seat in 1962. A rough liieakdowii of 
the 19 years ot electoial history ol 
Budhlada reveals that the Congress and 
the Akali Dal each n'pieseiited the aica 
for nine years, while the Coiruimnists 
represented it for one year only. The 
electoiate is in fact so evenly divided 
in its vot(T-loyalties, that it is dilHcull 
to lalx’l any parly as ‘dominant'. 

In JfKi7, the (Jongiess won this seat 
with 49.'45 per cent votes. Its imme¬ 
diate runner-up, Akali Dal, secured 
42.79 per cent, whereas the remaining 
7.7^ per cent was shared by Jan Saiigh 


and Akali Dal (Master Croup). A inai' 
gin of about 7 p< r er ril in 1967 might 
have been comfortable for Ckmgiess to 
retain the seat in 1969, hut the entiy 
ol the (aimnnim.sts together with the 
Akali-Jan Sanyh electoral ])act and the 
economic backwardness of area frustrat¬ 
ed Congiess cliaiiees, tilting th(‘ balance 
111 favour of the Akali Dal and return¬ 
ing it w ith 44 78 per c<‘nt of the votes 
— a margin ot about 4 per cent over 
th(‘ Congiess. A host of political, social, 
and economic 1 actors iiiHiiencc'd tie" 
el<*cloial outcome of 1969. 

In vi<‘W of the keenness of electoial 
compe tition and the .shifting voter loyal¬ 
ties, it is iritcTcsling to c'xamine the cii- 
ciunstances, etc, that made a ‘'(Tious 
dent in the Congiess supi^c^rt and rr- 
tiirncid the Akali Dal back to power. It 
is ecinally impoitant to evaluate the per¬ 
formance of the Communist party since 
it helped to tilt the balance. 

This paper, therefore, discusses the 
political ellinate which prevailed in tin* 
eonstitucMuy at the time of c'lcictions 
and which vastly influenced the electo- 
iatc‘\ voting-decisions. It also analyses 
the results ol the 1969 elections with a 
view to (1) identifying the factors res¬ 
ponsible lor the sliength or woaknessc's 
of various parlies in the electoral aicna; 
(2) finding out the direction of voter 
preferences as reflected in the voting 
results; (3) establishing some relation¬ 
ship of structural factors with the party 


pieferein'cs of the electors; and (4) eva¬ 
luating the di.stnbution of Covemment 
patinnagf' m tenns of ('ducational, 
liejilth and otla r facilities. 

1 

B<-I(ue analysing our data, it is rele¬ 
vant to mid(jrstaiid the background ot 
the f'onslitucncN' wfiub si‘ts it apait 
fioin the H‘st of (lie State. The present 
Ihidhlad.i s<‘at was formed out of thrt'o 
thanas fiioliee stafiuns), i e, Hudhlaila, 
liaieta, and Boha. Bndhiaila, comprising 
aliout 14 village's and a town, was part 
ol Biitish Inflia dining pre-Parti- 
tion time and toniKal jiait ol J‘’atehal).id 
fell,sit of the Ifissar distiict of present 
llaixana. TIowevt-i, Budhlada was 
l.indlock('d by Bhatinda U'h^il (now a 
distiiet) (jf J\ifiala n.ative state. Baieta 
and Bolia thanas weie, ol course, part 
ot I’atiala. Budhlada was situated on 
the limik rail rouli from the erstwhile 
Piinjal) to the Bombay and Bengal pro- 
NiiKf's and was prcilominantly a busi¬ 
ness aiea tiading in sugar, oilseeds, 
glams and wheat with the North West 
Fionlier province (now in West J^ik- 
istan) and Eastern India. Compared to 
Iroin the Bhatinda lailuay station in 
l^itiala state, th<' rail tarill fioin th<‘ 
Budhlada i ail way station was lowei by 
t\M) annas and eleven i^ies (ie, by 
about IS present paise) per maund. This 
attracted many English and Indian bu¬ 
siness houses, and Budhlada flourished 
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as a rraMJTiabj) jt^oocJ cuinirR'rdal ctn- 
(ir. I^arcta, whith togdhiT with Bolia 
f(irnu‘cl piul 111 I\»lialii, is different. It 
was piT'doimnantly u zamindar airu, Init 
it is now largely inliahiti d by hi.su adars 
(rniddl(?-siz(’d landliolders). Banda lias 
also bi’oii fondiioivf lo the K^eutli of 
la'itist I'lenirnts If is now known as 
till' “ 1 «;l('n^an.i ’ nj I’nnjab, 'I’lii' pea¬ 
sant icvoll, spr.irlHsuh d by Lai (onn 
iniinisls. iisnllid m a |).n.ill(d j^ovem- 
iiu’iit in the leioiai, whieli collected 
ie\Miiie and i.in lor ai adiinnistiation for 
a shoit wlule. Jlowi'vei, nniny ol the 
Left hsideis lespinisible lor this weie 
invoKed in aiul finnislied foi the la- 
nions Itani'-raili Llacoity case. Bolia, 
hein^ not a lai^ely /.ambuhai area 
stands on a diffeient platfoim. There 
wi'ie no bej; Jaiullords. Befuie Paiti- 
tioiK it hail .1 substantial Muslim popu¬ 
lation whith then lei I India in large 
jnojirations, halving behind a good deal 
of evacuee j)iopr-it\. This helped in 
the sefllianent ol a laige number ol 
inostK Sikh ndiigees Iroin the Lahoie, 
Lvallpin and Bh;uvalpiir nieas of West 
Pakistan At the time ol a 1951 Cen¬ 
sus, the displaced persons settled in 
Boha constituted 21.45 jn'i tvnt of the 
total poinilatioii ol the area. 

d'lu' uu'ans oi eommunitation in fh(‘ 
eonstifiient > ao* vtay poor and ntit all 
villages are atle(|nately toniiected with 
tin' mam loads. Budhiada and Baieta 
ale more easily accessible by rail than 
b> lo.id. 'Ihtie IS IK) tliiect bus route 
fiom Bhatmda (distiKt headquarter) to 
Biitlhlada. One has to ehaiigt* at Man- 
sa — and th.il too by a v<‘iy long route 
ft» leach Budhiada. Boha is connected 


by a poorly imdalled road, connecting 
Biidhlarla and Battia. 

'the appioacli roads to tlic villages 
are nntiacoable at many iioints and 
wIk ‘11 th(^> ( vist they are not always 
tile shortest louL* to the pucca main 
loarL. Most tiiiK S, the villagers use ca¬ 
ll. d his[»ection roads wlu‘n tiavi'lling 
1 illir j on loot Ol a bicycle. The bul¬ 
lock caits, w hit'll serve as earners ol 
larm prodiitr*, aie howtver ]Ut)!ubitctl 
liom pl>mg on the canal roatls. TIk'v 
iK’goliatt; tlieii w'a> tlirougli fields and 
tins, (lining ihc' i.iius, is a Irustiating 
I'NlurieiKC'. A lew' of the villages do, 
however, eni'us’ good conimimications, 
but the overall situation is not satis!ac- 
toi>. This is veiy true of Boha thana. 
The other two thainis arc comparatively 
b(‘tter eoniK'cted with tehsti and dish id 
headqnaileis. In spite of the gi.ind pio- 
giess that tin* State has made* in elec- 
tiieity gt'iiei ation, Biidhlad.i constitu¬ 
ency has only five out of its 77 villages 
clecli died. Nt^aily all the villages have 
primaly schools, but middle and high 
schools an* few. Me.dieal atid other 
amenities loo an* scarce and ait' not 
cvi'iily dispersed over the region. 

While most i^aits of Darcta and Boha 
could not pjogiess under the traditional 
rule ol the piinecK’ state, Budhiada — 
owing to its sLiatcgic situation in 
Patiala state and being a part of 
Biitisli India — had grealt r economic 
and political advantages. 'llie Piinj.ib 
Bayasti Praja Mandal (State People's 
Congress) had its office at Budhiada. 
At limes, man> veteran fieedom fighteis 
in Puiijali — such as, Bhagwan Singh 
I.agiiwali, Baba Ifamam Singh, etc — 


would, in order to evade persecution by 
the lulcrs, cross the state boundary and 
tak(' shedte r in Budhiada. Budhiada 
thus was a gre^at cc'ntro of political ac¬ 
tivity ill Patiala and other adjoining 
statcb. 

'I’lu; i)ost-Ind(i^*nclenc(3 era took away 
much ol the economic and political im- 
poitancc ol Budhiada. 'Jht' area was 
iiK'igi'd willi Bhalinda district and 
niad(' ;i Kaimngo (Beveime Inspcctor’.s) 
circle ol Mansa ti'hsil. The people of 
liudhiada, who waiitc'd the arc*3 to en¬ 
joy a tefml (sub-division) status, had to 
bc' content with lower administrative 
status. I'he local elites of Budhiada at- 
tiibute political motivi's to the decline 
ill the arc'.i’s position. This has left the 
majority ol the Budhiada edites oxtio 
ini l> dissatisfied wath government ad¬ 
ministration. 

A quick look at the 1961 Census data 
aggiegated at thana Icvtd (sec Table 1) 
(nithei leinfoices the he.terc^gcneous cha- 
i.wtei ol the constituency. Although it 
has the hugest jiropoition of scheduled 
castes (2H.-21 pc'i cent of the tot.d po- 
Iinlatioii) compaied to Bhatinda disrrict 
and coini)ared to Punja!) as a whole, 
the (‘oiistitinMicy refierts still greater va- 
ilations at ihc* thana level. Nearly one- 
ihnd ol Holla’s poimlation is schcdult'd 
casle, and Budhiada and Bauda come 
next ni this < xponc'iitial order. 

Only 10.80 per cent of the popiila* 
tion of the constituency are literate 
whereas the Statc.-’s population compri¬ 
ses 19.88 ]x*i cent persons as ‘literates’. 
Within tlic constituency, Bareta is the 
least educated and Budhiada lies at the 
other exticmie with 15.27 per cent lite- 


Tabif t ; ScK'io-EroNoMic Pattfrns of Componentf Thanas of Budhlada 0>nstituency Vi.s-a-Vis District and State 

Levels of Aogrcoation (Rural Arfas Oni y) 


Indicators 

(1) Total population 

(2) Scheduled Castes as per cent of total population 

(3) Literate and educated persons as per cent of total population 

(4) All workers as per cent of total population 

(5) Labour/cultivator ratio 

(6) Primary sector as per cent of total workers 

(7) Secondary sector as per cent of total workers 

(8) Tertiary sector as per cent of total workers 


Budhiada Assembly Constituency 


Punjab 

State 

Bhatinda 

District 

Total 

Budhiada 

Thana 

Bareta 

Thana 

Bolia 

Thana 

8.896,039 

831,700 

82,570 

21.181 

30,641 

30,748 

24.72 

26.97 

28.24 

27.51 

25.96 

31.29 

19.88 

14.14 

10.80 

15.27 

7.38 

11.12 

32.16 

35.46 

34.50 

32.94 

35.71 

34.36 

.1945 

.2169 

.2347 

.2436 

24.58 

.2500 

70.75 

79.50 

77.58 

71.56 

80.52 

78.52 

14.80 

10.50 

11.59 

12.93 

11.77 

10.52 

14.45 

10.00 

10.83 

15.51 

7.71 

10.96 


Note : The area of Punjab roughly corresponds With that of the reorganised Pui\jab. The data for districts affected by reoiga* 
nisation have been approximated whereas unaffected distiicts represent exact census data. 

Source : Census of India, 1961. 
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racy. Compareil to the Stiitc as a 
whol(‘, the district and ihc constifiicncy 
have a larger proporti<ni ot their popu¬ 
lation that is ocoriojnically active'. 
There are no striking variations in this 
pjoportion among the three regions of 
Dudhlada, Barcta, and Boha. 

The agricultural Iaboiirer/cuItival(;r 
ratio in the area is alarmingly high 
when we compare it w^lh the ratios foi 
the State and the distiict. For every 100 
cultivators there are 25 landless lahour- 
ers in Boha, 24 tour in Budhiada, 22 
in Bareta, while the figure for the cniiie 
State is 19. 

As for the sectoral disljjhntir>n of total 
^^•o^kfol•c'<' at State level, 70.75 per cent 
aie in the piimary settoi, and 14 80 
and 14.45 in seLondan' and teitiaiy sec- 
tois. r(\s]^e( tivel\. At ihc distiiet level, 
the pp'SMne on laiiil inciea.s<*s, with 

79.50 p<‘r cs'iit of the aoik-toree being 
engaged in agricnitni.d activity and 

10.50 and ]().0() per ttnl, o spectiveK, 
in si'c'ondai V atul teitiaiv eeonoinie pm- 
MUts. It the Stat/' pattern is tak<‘n to 
indicate eeonoinie deve](ipTn(‘nt, both at 
the constituency and at the thana levi’l.-^, 
the sectoral distiihiilion of the activ<; 
population is jll-halaiicc’d. ihe analysis 
in Table 1 highlights the soeial and eeo- 
noiiiu* hackuaidness ol ihe ( onstitm iK \ . 


The above di.scussion shows that all 
steps tak<’n to int(*grate Budhiada with 
the rest of Bhatinda have resulted in 
only a skin-deep cohesion, in terms ot 
the legions economic, historic ami poli¬ 
tical aspirations. 4'he non-homogeneous 
anti turbulent thaiactcr of the constitu- 
enty is highly pronounced anti the re¬ 
gional dispan'li(‘s aic wide. 

n 

.Sinct‘, laige-scale interest aggregation 
anti organisation, such as in political 
parties, is inoie or less a precondition 
lor electoral polities, it is important to 
tiaee its dtvelopinent in the constitu- 
ene>. The oldt'st political organisation, 
the Byasti Praj.i Mandal, which after 
Indcpentlenct' heeame the Indian Na- 
tion.d ('ongress, innetioned in the con- 
stiliieney in an urgani.scd manner. Over 
tho >eais, heie as anywhcie else, fac¬ 
tional ils'aliies «Icveloped in the partj'. 
Swami Balia Ihnn and Mahasha Kim- 
dan Lai, oM Congiessincn anti factional 
Tivals, headed tlif party at different x^e- 
nnds f'l time. \s a lesult of intra- 
p.ntN eonlliet both individuals bioke 
au:i\' iioin tlie (a»ngu‘.ss on the eve ol 
till 1987 elections. Swann BalJa Bani 
with Ins sujipoi tils foiined tht' Gantlhi 
Gongiess and Mahasha Knntlan Lai 


Jltiutctl the Bhartiya Kranti Dal* Neithcir. 
spliiiter-groux) tniiild e.\tend its politlcHt 
activity beyond the Budhiada thana« 
However, th<‘ departure of these two 
leaders made way lor the National 
Voiith Congress to takti oyer the Con¬ 
gress organlsatk>u in the area. The sud¬ 
den transfer of leadershii) to younger 
anti prtigressivt' party workt^rs, greatly 
damaged the organi.salitin’s authority 
slnicture, and this iiuhreetly resulted in 
a hi-eakdown of dialogue among the dif¬ 
ferent IcvtTs of party hierarchy. The 
lark t)f reasonable di.scipline strained 
the lelationship hetw't‘en the District 
and the Mandal Congress Committees 
(D(X] anti MCXJ). During 1989 dec 
titjiis, the aiea ditl not get much sup- 
l>oit Iroiii llie DCJC and tlu^ Congress 
candidate hatl to laigdy deptMid tni the 
MCC’.s snppoit. 

The C'ongiess was also unrealistic in 
its reeiiiitmeut ])olicy. In a predomi¬ 
nantly Sikh aiea, the entire party orga- 
nj.salion wa.s in the iiands ol non-Sikhs 
who tonstilnte a sr/cabic propoition in 
onl> ihiet* polling aieas ol the constitu¬ 
ency -- Budhiada and Bareta towns 
anti Boha village. Till 1969. all office 
beait'is of the Blot k Congiess Orm- 
mittt'c wt-ie non-Sikhs. look at the 

composition ol the Blot k Sainitd indi- 


Tari-L 2 ' CoMPosiifoN or BoirMLADA CoNsriuuNCY Akam Dal li\L<aJiivi. 


Member 

Lduuition 

Age 

(in ycai-s) 

Occupation 

Area of Activity 

Status in Party Membership of 

Other Organisations 
or Interest Groups 

(1) 

Gufcbaran Singh “Cha- 
ran’* 

Maine 

29 

Business (motor 
spares) 

Budhiada 

(1) General Secy of Office bearer of 
the constituency Singh Sabha 
comm 

(2) Dist propaganda 

Secy 

(2) 

Jwala Singh 

Middle 

50 

Agriculture 

Boha 

Member E\'-Sarpanch 

(3) 

Tara Singh 

Matlic 

55 

Agriculture 

Budhiada 

VicC'Prc!»ident Dist 

Akali Dal 

(4J 

Gyani Gopal Singh 

Middle 

40 

AgiiciiUure 

Budhiada 

Member (1) Vice-President 

Block Samiti 
(2) President Singh 
Sabha 

(5) 

Sohan Singh 

Matric 

42 

Business 
(iron merchant) 

Budhiada 

President Budhiada — 

City Akali Jatha 

(6) 

Dr Raghunath Singh 

IMS 

45 

Medical practice 

Budhiada 

Exec Member, — 

Budhiada Circle 

Jatha 

(7) 

Vaiil Bhagwan Singh 

Middle 

35 

» 9 

Bareta 

Secy Bareta Circle 

Jatha 

(S) 

Dr fialwant Singh 

BA 

40 

P9 


Executive Member — 

Barcta Circle Jatha 

(9) 

Joginder Singh 

Literate 

45 

Agriculture 

Boha 

Jathedar, Boha Cir- — 

cle 

(10) 

Ajaib Singh * 

BA 

36 


Khangarh (Bareta) 

Member 


* Defector from Congress 
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cat(*s Ih(’ preponclerancf: of !:>ikhs in the* 
area. Out of 2 i *u'nil)ors of the Suniiti 
(iTidiulinj; the co oj)tcd ones), thiec ate 
iioii'Sikh, OutsiH4' Budhlada town, there 
are only three J^iiniaiy Congress Coni- 
mjtt<*<'s: one each in Buclhlada, Ahmed- 
pin and rhninwal Dogian villages. All 
the three villages again happen to be in 
Budhlada tlian.i, and tin' otlier Iwo iha- 
nas are slill \\ithont sneh Priiiiaiy (joni- 
inittees. 'Then lore, wo may corninenf 
that the ('ongiess organisation is not at 
all vv4‘ll iound( d in llie aiea and (hat its 
roofs are initlxi strong nor deep 
t nongh. 

d h<,‘ fan Sani'Ji lmi< lions in ihe eon- 
shlni'Miy viitli a vtjy naiiow base. In 
fact ils political aclivity is limited to 


Ihidhiada town. It is ‘nourished’ by lo¬ 
cal l)usine''Snu'n whose diverse interests 
aie t!os«]y linked with the urban adini- 
inslialion And, since the Jan Sangh 
e.:t<’is heie to tlu‘ needs of the ccono- 
;Mi<.alI\ MifKst wtll off electorate in the 
aiea, it has gootl siij^ply of funds and 
p( iscaiiK I It) inn the party machinery 
tlJerlivcU. Jan Sangh ccmtrols the lowai 
ninnicii).ilit\ and lias its representatives 
t>n I he aiea’s inaik(‘t committee. Tht* 
(tllifi iiilcK'slnig featiiie about tlie 
l\iil> is that all its office-bearers b'*- 
long to 0114^ business caste, the Aggar- 
w.il h.ini\as.'^ It has had a dominant 
p4tMlion in the town muiuciiiality since 
l'Jo5. Ihe paTl> position in the Coin- 

imtt('4‘ is: 


Electiom to Budhlada Munictml 
Committee 


1055 1961 1967 1969 

[an Sangh 5 5 6 8 

Caingiess 2 2 12 

buh'peiKknls — 111 

Total wards 7 8 8 11 


"J’his cinphasisf's the Jan Sangh pre- 
pondi'iame in urlian i)olitics. From 


1955 onwards Jan Sangh has l)*t*n im- 
pioving its position in the local admi- 
nistialitin.’ Nevertheless, as the party is 
1 [indn-has4*d, ehanci s of its becoming a 
force to leekon wilfi in the area’s electo¬ 
ral politics, are extremely i emote. 


Ta»lf 3 : S4)Cic)-Fa)N4^Mi(. BACKGRoLr.so oi Campaig.n Manaoi rs of Congrfss in 1969 


Name 

Lducaiion Ago (in Occupation 

Polling Areas Where 

Position Held 


years) 

the Worker was 



Intliicnlial 



Budhlada Thaiia 


(1) Mcgh Raj God 

Malric 

40 

Commission agent 

Budhlada 

Mcinbci Market Comm, and 
PPCC, President DCC 

(2) Banal si Dass Jan in 

Middle 

40 

Pol ideal worker 

- 

President CCC and Member 
DCC 

(3) C\>mradc Chi rani i l.al 


46 

Cloth mcfchant 

,, 

President MCC 

(4) Ved Piakash Gupla 

BA 

49 

Cinema owner 


Genl Secy Punjab Youth Cong- 

(5) Chiianji Lai Gupla 

Mai lie 

48 

Petrol dealer 

- 

1 css 

Vice-President Budhlada Mu¬ 
nicipality 

(6) Comrade Lcchhman J>as 

48 

Clolh merchant 

- 

Member Butlhlada Municipali- 

(7) Kiirtar Sijigh 

Piiniar-y 

50 

Agriculturist 

Ahmedpur 

ty 

Ex-Sarpanch and President 
PCC 

Boha Thana 

(1) Keshvva Naiul 

Malric 

32 

Landlord 

Udat Saidcwala 

Vice-President MCC^ 

(2) Sucha Singh 

Malric 

48 

Agriculturist 

Mahanian 

Member Panch Samili 

(3) Shingara Singh 

Midtilc 

40 


»» »f >' 

Sarpanch 

(4) Sohan Singh 

Matric 

46 

Agriculturist 

Boha 

(5) Bharpur Singii 

Malric 

47 

Alampur Mandran 

Executive Member MCC 

(6) Bachan Smgli 
“Baflgar*’ 

Primaiy 

52 

Political worker 

Malsinghwala 

Defector from Akuli Dai (Mas¬ 
ter) and Delegate to MCC 

(7) langir vSingh 

Malric 

46 

Agi iciilliiiist 

Gamiwala 

Member Panch Samili and 
Akiili Dal (Master), Candidate 
in 1967 

(8) Om Piakash 

Matric 

35 

Shopkccpei 

Boha 

Member MCC 

Barcta Thana 

(1) Bhagh Singh 

Malric 

50 

ReUl military man 

Datewas 

Hxc Member MCC and Mem¬ 
ber Market Comm 

(2) Kapur Cliand 

Matric 

52 

Businessman 

Barcta 

Member Bareta Municipality 

(3) Hans Raj Gocl 

Malric 

45 

Shopkeeper 

Bareta 

Member MCC 

(4) Om Prakasli Sharma 

BA 

42 

Businessman 

Kahangarh 

Member MCC 

(5) Babu Ram Gupta 

Matric 

51 

Businessman 

Barcta 

Ex-President MCC 

(6) Bisikha Singh (SC) 

Primary 

50 

Shopkeeper 

Budhlada 

Member MCC and Ex-Sarpanch 

(7) Bansi Singh tSC) 

Primary 

47 

Agriculturist 

Karipur 

President PCC 

(8) Kartar Singh 

Middle 

56 

Agriculturist 

Bachhnana 

Ex-Sarpanch and Member Old 
Projatantra Manilal 

(9) Gurdial Singh 

Illiterate 

46 

laindlord 

Dodra 

Member Market Comm and 
President Truck Union 


Notes : PPCC Punjib Pradesh Coagross Committee; CCC=»City Congress Committee (Budhlada); DGC^District Cong¬ 
ress Committee; MCC-*Mandal Congress Committee; PCC=“fiimary Congress Committee. 
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Cumpared to Jan Sangh, the Com¬ 
munist Party of India (CPI) is broad- 
based. It has drafted workers from 
among both the Hindu and the Sikh 
cofnmunities. Moreover, its recruitment 
is from the lower and low-middle strata 
of tht3 Budhiada electorate/ In Budhla- 
(la, the party-office is run mainly by 
two individuals — one is a tailor and 
t!ie other is a motor mechanic who 
usually conducts party-work in his petty 
motor spaies shop. I*hc party also has 
a manually-operated press and occa¬ 
sionally brings out party-propaganda 
from near the Datewas polling area. 
The paity has a cadre of disciplined and 
loyal workers infused with the comrade 
spirit. Its influence, though limited to 
the socially and economically depress¬ 
ed segments of the constituency, is ex¬ 
pansive and e.xtends all over the con¬ 
stituency. 

The Akali Dal is quite tlifferent from 
all the above parties inasmuch as its 
infliu'ucc is all-x>ervasive in the consti¬ 
tuency and is present at different levels 
of political activity. It has its members 
in the village panchayats and in the 
block sainiti. This gives the party a 
inial base which is very important in a 
predominantly rural constituency like 
Budhiada. 

^ The parly is highly organised and 
has an elfieient liieraichy. Its level of 
ojganisation is the constituency. Its 
General Secretary is also the District 
Propaganda Secretary, a very energetic 
person and also an unx)aid office-bearer. 
At each lhana level, there function throe 
eirele-Jathas. Each circle-Jatha is 
headed by circle-Jathedar. To run its 
administration, the party collects dona¬ 
tions in the villages. At village level 
itself, where the party enrols a minimum 
of 10 members, a villagt' Jatha is creat¬ 
ed. The party has about 5,800 prima¬ 
ry Tnenibcrs. A circle-wise break up of 
party membership (sec below) reveals 
that the Akali Dal is strongly entrench¬ 
ed in the area. 



Budhiada thana Tara Singh 2,600 

Bareta thana Gurdial Singh 1,300 

Boha thana Joginder Singh 1,900 

Total for c'onbtitucncy 5,800 

In coinpurison to the Congress and 
tf)c Jan Sangh, the primary membership 
of the Akali Dal in the Constitueocy is 
by far the largest. If one chooses to see 
IDTimary-mcmbers* percentage to total 


elect(»rate, tlie following pattern emer¬ 
ges: 


The 19fi9 Primary-Membership as a 

Per Cent of 1969 Electorate 

(Electorate = 57,483) 


Parties 

Membership 

Membership 
as a per cent 
of electorate 

Akali Dal 

5,800 

10.09 

Congress 

1,600 

2.78 

Jan Sangh 

400 

0.70 

Total 

7,800 

13.57 


Obviou.sly a high perceiitage of flie 
electorate owes its loyalty to the Akali 
Dal, In Budhiada, every tenth elector 
belongs to the Akali Dal and nearly 
every 34th to the Congress. The party 
membership may not reflect the exact 
nirKxl of tlu' electoiale, but it does en¬ 
sure some kind of con^ supi>ort of the 
paity in the region. The Akali Dal in 
this legaid is definitely at a vantage po¬ 
sition ill Budhiada. Tfua’r membership 
stn-nglh in ditf<‘rent thanas is highly 
con elated with the votes received by the 
party candidate in lOfif). In P)69, the 
paity received 54.10 per cent, 39.91 
rx'r c<'nt and 46.16 per cent of the 


Table 4 : Impact of Congress Campaign Workers’ Location on Party 
Votes (1969 Mid-Term Elections) 



Congress Votes 

1%7 1969 

Index of Shift 
-in Proportion 
of Votes Polled'* 
(1967 Base- 
100 ) 

I Budhiada Thana 

49 14 

39.47 

80.32 

Areas where campaign workers function¬ 
ed near their native place 

56 02 

48 82 

87.15 

Areas where campaign workers function¬ 
ed in areas remote from their native place 

37.97 

27 91 

73 51 

Areas having no campaign workers 

40 97 

27.32 

66.68 

If Bareta Thana 

54 17 

49.01 

90.47 

Areas where campaign workers function¬ 
ed near their native place 

68.52 

58 07 

85 64 

Areas having no campaign workers 

49.52 

46.05 

92 97 

Iff Boha Thana 

44 38 

31 50 

70.98 

Areas where campaign workers function¬ 
ed near their native place 

47.28 

36 08 

76 31 

Areas having no campaign workers 

41 91 

27.31 

65.16 


* Index of Shift in proportion of votes polled was worked out as below : 
Let Xi=Proportion of Congress votes in 1969 
X,=Proportion of Congress votes in 1967 

Index of Shift ^1^22? 

Xa 


Table 4(a) : Gains and Losses nv Polling Areas 
(1967 and 1969 Elections) 


1967 Losses 

Congress 

Akali Dal 

Conununist 

Total 

1969 Gains 





Congress 

8 

8 

1 

17 

Akali Dal 

2 

17 

4 

23 

Communist * 

— 

— 

— 


Total 

10 

25.00 

25 

62.50 

5 

12.50 

40 

100.00 


* Communists did not contest 1967 elections from this seat. 
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votes polled in the Budlilaila, Bareta and 
Doha thaiias; tl« distribution of total 
party-membership in this very order over 
these tbanas was 44.83 per cent, 22.41 
per cent and 32.76 per cent. 

Let us now turn to the euuipositioii 
of the party-executive in tlu; eonstitii- 
eney, as it also sujj;gests the n pit-sen- 
lativcness of tin; v.iiious inleiesls in lh*‘ 
eomnuinity. I'hc ineinbeisliip of these 
interests in other pjiralU l decision-mak¬ 
ing b<)di<'s also snggr'sts the* areas ut 
party's U'Soiirc(*s in (eiins ot distribu¬ 
tion of K'waids, soinees ol funds, and 
ueiuitnicnt channels. '1‘he nn'inbers of 
the Akali Dal Eveeiitive does largely 
represent the diverse occupational, age 
and interest groups (see Table 2). 

VV<'. s(‘e from Table 2 that, as far as 
education goes, Akali Dal Executive bas 
fhrei* leasonably educated members and 
.six sniliciently highly educated mem- 
beis, according to ('onstitiieney stand¬ 
ards. It represents all ag(‘-gioups, rang¬ 
ing from 20 years to 55 years. Out of 
11 members, five aic* agriculturists, 
three medical piactitioners (a gcxxl oe- 
cupatiort to build up mass contact), and 
two busines.siTK'n. The area of activity 
of thtise individuals is also considerably 
widespread over all the three regions of 
the constituency. Two of the members 
are also officc-bcMiers in the District 
Akali Dal. One of llu^ members is vicx - 
Piesident of tlic block samiti through 
which a gieat deal of developmental ac ti¬ 
vity is channelled by Govenun<*nt. I’be 
mcml>er who is vice-Piesidont of the 
Block Samiti is also the President of tlui 
Singh Sabba. The Gem lal Secretary of 
the party is also the Propaganda Secre¬ 
tary of the Singh Sabha. Having two 
members in the Singh Sabha, the Akali 
Dal virtually controls this organisation. 
Since thc^ party's largti nicruitment is fed 
by the Singh Sabha,® this c'ontrol over 
the Sabha further facilitates solution to 
problems connected with availability of 
loyal and disciplined workers. 

I'll is brief review of party organisa¬ 
tion, intra-party conflict, leadership cri¬ 
sis ill Congress, and parochial base of 
Jan Sangb, leflccl that Akali Dal is, per¬ 
haps, the only paity in the area which 
is quite sound both in terms of 
organisation and reprcscailativeness of a 
variegated area. 

Ill 

Erusliatcd with tlie great “swing" of 
1967, the Congress machinery in the 
constituency — and for that matter all 
over the State — u-as toned up to im¬ 
proves performance in the 1909 mid¬ 
term Whatever tlie 1969 electoral 

verdict may have’ been, the Congress 


and all the otlier political parties hud 
a hectic campaign activity. New elec- 
toial stiategics were evolvc^d by the 
C^:)iigross and tlic main features of the 
19()9 jx>ll campaign were mass contact 
and oib nsivf', instead of defensive cain- 
]).iigmng. Mnrcnv(‘r, national ami State 
paih Icadcis m(ic dcjputcd to cam¬ 
paign activc.’ly in all paits of the State, 
ft Vfiy iinpoilaiit,' tlwTefoie, to eva¬ 
luate the Congress champaign in Budlila- 
da to astt'ilain the reasons for its fuihne 
tj> get j (‘suits. Vis-a-vis Congress, the 
knovvlcdgt' of c'Kictjonecring by the op¬ 
position pai tie's is ccjually important as 
it largely neutralised Congress poll 
stiategy ill the an a. 

Ill all, Congiess deployed 24 workers 
to establish mass contact in order to 
mobilise support against the Akalis and 
tb<‘ C’ommimists. The distribution of 
th(‘sc campaign managers was nearly 
i vc'n among thiee regions of the con¬ 
stituency. Though the sub-groups were 
ccpial ill size they varied greatly in 
tbcir communal, educational, age, 
occupational and spatial groupings fsec 
Tabb* 3) Of the seven workers in Biidli- 
lada lhana, oni‘ was a Sikh. The mean 
age of Bndblada group was 45 years 
and most membens’ area of influence 
\N as tbc' town itself, or the Ahmedpur 
polling area, ^^ost pc'oplo active in the 
ibidhlada campaign were also members 
oi oflicc-licareis of diffcTent levels of 
Congrc'ss Committees —► District to State 
Committees. Out of seven workers, six 
vNcie flourishing businesssne^n, and only 
one was an agriculturist. In tenns ol 
eomnuinity-wise break-up, six W(‘ie 
ffindus and one was a Sikh. 

In contrast to Budhlada, tlie Congress 
approach in Boha, in terms of commu- 
n.il rcpiesontation, was more pragmatic. 
Out ot eight poisons, two were nan¬ 
s’ikhs. Two woikcrs were not educated 
be yond middle level and the rest were 
all matiiculalcs. The mean age ot 
workcis w^as 43 >cais. Tliere was a 
pr(*ponderaiice of the agiicuUural sector 
but none of tbe^ workers was from the 
scheduled castes. These eight indivi¬ 
duals w’cie influe ntial in six polling areas 
of Boha thana. Two of the workers 
were defectors from the Akali Dal 
(Master group). Five out of eight work- 
eis h<4d ixisilions in areas outside the 
diicct village administration. 

Haicta had a different set-up. Out of 
lime campaign strategists, five had their 
I (Kits ill Budhlada. In Bareta thana, only 
loin workers came from the area. The 
occupational leprescntation in Bareta 
was more balanced. Tlic average age of 
each worker was 49 yeari». Their 
bership of other urgfff^tions showed 


that only onp worker was a member of 
Bareta Munidpality. Others occupied 
different positions at different levels of 
tlie party hierarchy. The educatiooal 
distribution was also reasonably repre¬ 
sentative of the constituency's backward¬ 
ness. Such cainiittign workers as were 
deployed not in their own area of in- 
lliienc(! but somewhere else, iiroved in- 
('Ifcctive in support-mobilisation. This 
aspect of th(! campaign resulted in two 
types of losses in party-vote. First the 
aieas from where tliose campaigners 
were uprooted showed decline m party 
vote; si'cond the area in which those 
workers were posted also Indicated a 
fall in vote. This was true of the Budh¬ 
lada and Bareta regions. The organisa¬ 
tion of the Congress campaign, therefore, 
bad serious implications on the 1969 
elechual outcome (see Table 4). 

On linking the idacement of the 
campaign w’oikcrs with the Congress 
votes, vve observe that party votes bear 
a very positive relationship with camp¬ 
aign activity. In Budlilada thana, the 
index of shift in Congress vote between 
1967 and 1969 was 80.32. But a furthei 
l)ieak-up of the campaign organisation 
levcaled serious shifts in party preferen- 
(‘cs. For instance, such areas where the ’ 
campaign workers were functioning in 
the vicinity of their thana (Budhlada), 
till' index of shift was less .serious, i d, 
87.15 as against those areas W'herc tliere 
w(TC‘ no campaign workers (06.68). 
This pattern was consistent in Boha 
thana too. Ilow'cver, Bareta thana fell 
aw'ay from tliis tendency. The question 
then arises: why did not Bareta behave 
like the other tw’O regions of the consti¬ 
tuency? lliis calls for an explanation. 
VVe may recall that, historically, Budh¬ 
lada thana and the thanas belonging to 
eistwhilc Patiala State have diverse cul¬ 
tures. They also differ greatly in their 
social and economic development. These 
regional disparities sharply divided these 
areas. As is apparent from Table 3, out 
of nine campaign organisers, five came 
frooi Budhlada. In other words, these 
individuals had no roots in the area. 
This impositiori of outside elements on 
the Bareta area, alienated the Congress 
supporters in the region. 

This is borne out by the fact that pol¬ 
ling areas with no Congi^s campaign 
Vtakers still registered a comparatively 
low decline in party support. Thus the 
Congress candidate in 1969, belonged 
to ibis region. The Congress candidate 
c(*nducteil a major part of liis own 
cuinpaign. His direct contact with the 
voters of the region bad a bettor effect 
on his perfonnanco. Another major 
factor contributing to the Congress sue- 
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cess hi the area was the candidate's 
personal image. Gurdev Singh, the 
Congress candidate from Budhlada con¬ 
stituency was a Biswadar. Bareta thana 
had a preponderance of this class of 
agriculturists. Gurdev Singh, in the 
early years of his life, had been actively 
associated with the Lai Communists and 
worked a great deal for die uplift of 
the depressed segments of the area. He 
reportedly went underground to evade 
persecution in the famous ‘‘Ramnagar 
dacoity case'*. When things cooled 
down ho reappeared in the area's poli¬ 
tics and joined the progressive wing of 
the Congress part>\ His early Left lean¬ 
ings made him popular with the mass 


of voters in Bart'ta thana and in the 
other areas of the constituency. In the 
1967 elections, this was one of the main 
reasons for Congress success in the con- 
slitiieney. Though the Congress party's 
image has suffeied a setback after 1967, 
Gurdev Singh still enjoys great popular¬ 
ity in his area. 

Therefon', it seems that what the party 
lost in Bareta was the result of the 
p«aily's fallen image and what it gained 
in the area was a premium on its candi¬ 
date’s image. These circumstances make 
the Bareta pattern peculiar. 

Another point wortli mention is that 
the Congress eiicd in uprooting five 
campaign workers from Budhlada and 


placing them in Bareta. While this did 
not have any pay-off in Bareta, it 
marred the party's performance in 
Budhlada. As we obseive from Table 4, 
in Budhlada thana the areas of people 
who worked in Bareta, showed a lesser 
drop in party vote as compared to areas 
having no workers. 

In C!<)inparison to the Congress, the 
Akali Dal’s campaign effoi’ts were better. 
As the Congress had to organise Its 
caiiipaign with a view to couiiterkig 
atiacks from a multitude of both the 
( xtreme Right and the extreme left par¬ 
ties, the Akalis had to fight only two 
rivals in the field — the Congress and 
Cl’I. This was primarily due to the 


Table 5 : PoLLiNCi Area-wise Party Preferences in 1967 and 1969 Elections (Budhlada Assembly CoNsnrufiNCv) 



1969 Mid-tenn Elections 



1967 General Elections 


Polling Areas 

Congress 

Akali 

Commu- 

N 

Congress 

Akali 

Akali 

Jan Sangh 

N 




nist 



(Sant) 

(Master) 




(Per cent) (Per cent) (Per cent) 


(Per cent) (Per cent) (Per cent) (Per cent) 


(1) Ahmed Pur 

39 28 

SI 11 

9.61 

1,352 

51.72 

44.06 

3 20 

1.02 

1,187 

(2) Budhlada (Rural) 

48.11 

46.17 

5.72 

3,704 

56.19 

30 69 

2.96 

10.16 

3,043 

(3) .. (Urban) 

54.86 

42.03 

3.11 

2,570 

58.09 

7.07 

4.11 

30 35 

2,207 

(4) Rali 

20 43 

75.94 

3.6.1 

798 

54-46 

43 06 

1.34 

1.34 

783 

(5) Bachhnana 

34.94 

61.79 

3 27 

1,345 

42 28 

52.01 

2.38 

3.33 

1,171 

(6) Dodra 

3.LI7 

51.70 

15 n 

826 

32 22 

65.04 

2 26 

0 48 

838 

(7) Datewas 

15.51 

71 99 

12 .5t) 

632 

30.92 

64.94 

2 94 

1 20 

579 

. (8) Dariapur 

21.69 

72 42 

5 89 

747 

36 64 

60.28 

1.82 

1.26 

715 

(9) Kulana 

37.24 

49.61 

13.15 

768 

44 30 

51.75 

2.19 

1.16 

684 

(10) KariPur 

20 05 

76 65 

3.30 

758 

43.88 

53.21 

1.68 

1.23 

654 

Budhlada Thana 

39.47 

54.10 

6.43 

13,500 

49.14 

38.89 

2 87 

9 10 

11,861 

(11) Rangrhial 

45 63 

46.90 

7 47 

629 

47.12 

49.83 

2 88 

0.17 

590 

(12) DialPura 

41.27 

35.09 

23.64 

647 

43.91 

49.06 

6 35 

0.68 

583 

(13) Oobind Piira 

27.30 

56 44 

16.26 

652 

30.99 

65. J6 

2 84 

1.01 

597 

(14) Dharam Pura 

48.46 

45.82 

5.72 

1,521 

50.28 

43.17 

2.99 

3 56 

1,406 

(13) Bareta (Urban) 

63.47 

30 47 

6.06 

3,052 

65.32 

23.58 

2.53 

8.57 

2,693 

(16) Bahadur Pur 

35.54 

26.27 

38 19 

1,511 

39.32 

57.78 

2 12 

0.7S 

1,414 

(17) KishanGarh 

48.23 

7 60 

44.16 

1,302 

53 49 

38.91 

5.18 

2 42 

1,159 

(18) KhudalKalan 

35.81 

18.41 

15.78 

944 

46 56 

43.74 

3 16 

6 54 

887 

09) Akbar Pur Khudal 

72.27 

22.06 

5 67 

952 

73.11 

23.57 

2 40 

0 92 

874 

(20) Kalian Garh 

41.09 

44.08 

14.83 

971 

77 84 

17. J9 

4.00 

0.97 

925 

(21) Mander 

34 24 

59.67 

6 09 

739 

41.42 

55.33 

1 S5 

1 70 

647 

(22) Kulrian 

68.74 

23.32 

7.94 

1,865 

72 80 

11 93 

6 36 

2 91 

1,478 

(23) Ramgarh Shahpurian 

21.36 

63.46 

15.18 

843 

29.03 

67.05 

3 00 

0.92 

868 

(24) Bhawa 

41.87 

48.76 

9 37 

726 

42.35 

52.75 

3.57 

1 13 

673 

Bareta Thana 

49.01 

35.91 

15.08 

16,354 

54.17 

39.15 

3 45 

3 23 

14,794 

(25) Mai Singh Wala 

33.72 

64.48 

1.80 

111 

37.50 

57.66 

3.75 

1.09 

640 

(26) Barah 

12.57 

69.39 

18.04 

1,114 

27.85 

66.50 

3.69 

1.96 

1,221 

(27) Mandali 

27.92 

60.00 

12 08 

480 

46.12 

51.78 

0.84 

1 26 

477 

(28) Akanwali 

49.16 

24.90 

25.94 

771 

39 86 

58.48 

1.38 

0.28 

725 

(29) Lakhnurwala 

10.22 

16.50 

73 28 

509 

5.77 

91.88 

1.28 

1.07 

468 

(30) TaUhan 

15.61 

37.88 

46.51 

974 

43 77 

53.20 

2 33 

0.70 

859 

(3f) Alampur Mandram 

21.05 

30.33 

48.62 

689 

24.40 

68.22 

4.82 

2.56 

664 

(32) Udal-Saidiwala 

39.80 

49.32 

JO.88 

1,535 

48.46 

47.26 

2.40 

1.88 

1,331 

(33) Boha 

40.36 

40.77 

18 87 

i.955 

52.41 

41.64 

3.74 

2.21 

1,756 

(34) Rampur Mander 

25.99 

66.89 

7.12 

885 

41.23 

55.21 

1.54 

2.02 

844 

(35) SaidiWala 

41.37 

40.96 

J7.67 

130 

60.81 

42.22 

3.35 

3.62 

717 

(36) Maghenion 

31.55 

29.21 

39.24 

897 

56.34 

39.11 

3.47 

1.08 

836 

(37) Qauni Wala 

38.81 

53.60 

7.59 

761 

51.80 

33.98 

12.98 

1.24 

724 

(38) Gaiidu Kheerd 

26.37 

52.74 

20.89 

584 

41.94 

55.31 

1.28 

I 47 

546 

(39) ReondKalan 

43.26 

45.51 

11.23 

712 

70.55 

22.24 

3.68 

3.53 

652 

(40) Birowal Dpgran 

26.36 

47.67 

25.97 

516 

42.51 

54.49 

1.87 

1.13 

534 


31.50 

46.16 

22.34 

13,919 

44.38 

50.48 

3.38 

1.76 

13,003 

Total forthe oomtituency 

40.50 

44.78 

14.72 

43,773 

49.45 

72.79 

3.26 

4.50 

39,658 
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Akuli^Jan San^!i electoral alliance. But 
ibis alliance had bigger allies in Budli- 
lada. The Jan Sangh, BharUya Kranti 
Dal, Gandhi Qmgiesb, Comuiunist Party 
of India (Marxist), and the Akali Dal 
hud a joint platloiin in the 1969 elec¬ 
tions. This placed the Akali J^al in a 
vantage position. 

Akali Dal had an agianun base and 
its major suppoit<‘is in the area were 
some ol tlie big /.ainindai cl<'rn<‘nts 
among the Sikh eoininmuty. its many 
village jatadais mostly iunctioned in 
iheii areas bn* support mobilisation. 
Sine(^ puity fin.mees earne tlnough dona¬ 
tions by villageis, and repoitcdly from 
religions instilntions too, it involved the 
electois and the Sikh eoininunity in 
aetive e]c( toral polities. The big zamin- 
dais e,\tend«'(l funds as well as tractors 
loi iaeililaling the ehxtion campaign. 
A largi* pait of the campaign workforce 
eanie fiom Singh Sablu which supplied 
the paity with loyal uorkers with little 
danger ol salujtagi*.® 

'I’lie poll stiategy of the Akali Dal 
during 1969 was to taiiViiss intensively 
111 a leas wlif lo it was ali early dominant. 
At the same tune it extended its camp¬ 
aign activity wlieie Congress did not 
hav<5 a tsanfoi table majority, such -as 
the Boha than a area. It diil not excit 
iniieh in Bareta t liana which was a Left 
area and a stionghold ot the Congress 
candidate. However, the Akali Dal 
canViissed in Baiela lowii as well as in 
an as ol Ban ta imining along the Budh- 
lada lhana bordc'i. 

A second aspect of the campaign was 
the visit ot imiiortant political leaders 
belonging to various parties. On the 
(aingiess side, in addition lo Indira 
Gandhi, iinpoitanl Ct'iitral Ministers 
.such as Y B Chavan, Swaian Singh, and 
K K Shah, loured paits of Bhatinda dis- 
liiet. Besid<‘s (aaitial Ioad(*rs, M L 
Snkhadia, w-ho was directed by the 
Central paily to siiiXM-viso the conduct 


of election campaign in Punjab, also 
visited the area with S C Mathur 
both belonging to Rajasthan. K K Shah, 
Swaian Singh and Sukhadia visited 
Bndhlada on the eve of the 1969 poll, 
wheicas Inchia Gandhi did not. Since 
tlu‘ oiganisation of (he national leaders’ 
tiair was the iesponsibility of DCXJ, it 
cieatecl seiioiis conflict between the 
MCC and J)CC when a particular leader 
laded to visit or did not visit on time 
a given constituency. Budhlada MCC 
ha<l such csmilicts with the DCC. 

Ol all tliese people, Swaran Singh, 
In mg a Punjabi and d Sikh, was most 
1 C levant for the need.s of the local Con- 
gii'ss in Budhlada. Noon is the time 
when villageis from the adjoining areas 
come to Budhlada town on business 
sM( h as ioi selling agricultural pro¬ 
duct', pm chasing domestic requirements, 
M ciiig till' Block Development Officer, 
or any woik c'onncclcd wdth government 
offices. Ihe MCC, therefore, pul in a 
icfpiest that Swaian Singh should visit 
Budhl.ida at 12 noon when the rural 
siippoiteis of Congress could hear him. 
Tht‘ icfiiicst was turned down by the 
DCC and the visit was scheduled instead 
tor 9 pin. The attendance at the public 
nueting was thus poor and disappoint* 
iiig lu llic local party workers especially 
coiiipaied to the relative success of 
Sliah's visit. 

Another disappointment was caused 
liy tlu; Piirne MiiiistiT not visiting the 
constituent'. The DCC had circulated 
Indira Candhi’s tour programme in which 
lintlhlaila was included but, at the last 
moment, the programme was revised to 
avoid Budhlada. The party leaders who 
had alieady p<ublicised her proposed 
visit to the area wc.Te thus deeply em¬ 
barrassed. 

it is. iheicfore, clear that the Congress 
sliategv, to mobilise larger support by 
putting national leaders in active cam¬ 
paign lor State elections, failed in Budh- 


lada. It was a wasteful effort: it cost 
the party a lot of expense and harmed 
the* amicable relationship between DCC 
and MCC. 

In the past, campaign dialogues ge¬ 
nerally started only after the Congre.ss 
had taken the first initiative. For in¬ 
stance, the first election manifesto to 
come out at any election is generally 
that of the Congre.ss. All opposition 
parties aim their attack on the Congress 
platform. The summoning oj party 
leaders to c'onstituencies hy the opposi¬ 
tion, w^as in this election part of a stra¬ 
tegy to combat Congress ‘firsts’ in cam¬ 
paign strategy. Along W'ith the visits oi 
Congress leadc*rs, th<‘Tctor<% Icadeis of 
the Akali Dal also started to frequent 
the constituency. Most party personali- 
tk*s — Sant Fateh Singh, Sant Chanan 
Singh, Mohan Singh “Tur”, and Giu:- 
naiu Singh — paid visits to Budhlada 
at different points of tim<* before the 
1969 elections. And the visits of such 
high leaders of the. Akali Dal party con¬ 
siderably mitigated the impact of the 
CongK'ss leaders. Besides, these visits 
were well planned and managed. 

Moreover, the Akali leaders managed 
to address a larger part of thii elccto-, 
late owing to bellf r adjustment of time. 
Gurnani Singh addri'sscd a public meet¬ 
ing before 12 noon in Budhlada an/1 
at 1 pm in Bareta. Since Budh¬ 
lada was a sure area for the 
Akali Dal, the Akalis took their party 
Chief, Sant Fateh Singh, to the Boha 
and Bareta thanas. This visit to the two 
places was spread over one day between 
1 and 6 pm. The Sant personally met 
a lot of voters in Boha and Bareta 
and this seems to have had a better im¬ 
pact on voting decisions. Sant Chanan 
Singh, President of the Shiromani Gurd- 
wara Prabandh Committee (a veiy 
powerful religious organisation of Ae 
Sikh Community) w’as taken around 
Bareta where the Akali Dal had little 


Table 6 : Polling Area Types and Their SoaoECONOMic Composition 


Types 

Total 

1961 

Popula¬ 

tion 

As 

Per Cent of 
Population 

1961 

As 

Per Cent of 
Workforce 

1961 

1961 Index of Displaced 

Labour Population Persons 

Cultivator Growth as Per 

Ratio (1951 Base Cent of 

=100) 1951 Popu¬ 

lation 

Scheduled Lite- 
Ca.stes rates 

Woik- 

forcc 

Primary 

Sector 

Secondaiy 

Sector 

Tcrtiaiy 

Sector 

Stable 

Congress 

37,765 

20.48 

25.05 

34.11 

52.65 

16.67 

30.68 

.1951 

140.99 

9.90 

Akali Dal 

28,829 

26 90 

9.72 

35.33 

82.34 

10.55 

7.10 

.2537 

122.71 

1.97 

Shifting 

Cong-Akali 

19,220 

29.53 

12.03 

33.75 

75.97 

11.99 

12.04 

.2404 

126.51 

13.44 

Akali-Cong 

2,992 

30.61 

6.69 

31.82 

82.14 

9.14 

8.72 

.2841 

115.30 

45.36 

Akali-CPI 

8,056 

32.17 

9.36 

32.55 

82.57 

8.58 

8.85 

.2136 

136.98 

1.65 

Cong-CPI 

2,369 

45.04 

8.19 

28.45 

74.63 

8.90 

16.47 

.5335 

130.74 

31.46 

Total Stable 

65,594 

23.30 

18.31 

34.64 

65.96 

13.92 

20.12 

.2272 

135.50 

9.82 

Total shifting 

32,637 

31.41 

10.88 

32.89 

78.05 

10.71 

11.24 

.2516 

128 09 

15.25 

Source : 

Census of India 1951 

and Census of India 

1961. 
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support. Mohan Singh ‘Tur", Vice- 
President of the part>', also visited the 
constituency. The visits of all these 
leaders of the party and of the Sikh com¬ 
munity were sufficient to tilt the balance 
in favour of the Akali Dal. 

A third aspect of the campaign was the 
formulation and use of election issues. 
The issues were taken up after the Con¬ 
gress incumbc'nt had rendered account 
of his tw^o years' tenure (1967-1969) as 
representative for the area. In his pam¬ 
phlet of 1961, published in Punjabi, 
Gurdev Singh stated his success in get¬ 
ting for the Budhlada constituency more 
than one-third of the total development 
fund allocated to Bhatinda district. He 
made a list of what had h(*en achieved 
during his tenure, which included con¬ 
struction of 28 miles of road connecting 
villages and one high school in Akan- 
wali village. He also reported having ob¬ 
tained a sanction of morff than one lakh 
njpet's ftir two concrete bridges over the 
river Sem, drainage of flood waters, 
better and more roads, and the general 
<levelopment of the area. The Sem river 
swells during monsoons, cuts oflF seve¬ 
ral villages and al.so inundate large cul¬ 
tivable land. Curdev Singh also ac¬ 
cused the Ak.ili-Jan Sangh front of 
having tried to Inihe him with one lakh 
rupees and an offer of ministership 
in order to make him defect from Con¬ 
gress. He, impressed upon the voters 
that, in spite of this allurement, he had 
not failed them. 

In another pamphlet (also in Punjabi) 
appealing for .support, tlie Congress can¬ 
didate promised development of the 
area and uplift of the depressed sec¬ 
tions of the constituency. He undertook 
to eradicate poverty, illiteracy, unem¬ 
ployment and every kind of backward¬ 
ness of the constituency. He also pro¬ 
mised more schools, roads, hospitals, and 
irrigation facilities in the area. This is 
how issues w’ere introduced into the 
electoral campaign. 

The issues brought in by the CPI in 
the area were more on the ideological 
plane. The party attacked Congress for 
having shielded the capitalist and for 
having encouraged exploitation of the 
masses. Tire Akali Dal was not spared 
either. Akali legislators and the big 
Zamindars in the party were also ac¬ 
cused of oppressing the pof>r agricultu¬ 
rists and agricultural labourers. CPI 
also condemned the Akali Dal for having 
mixed up religion with politics. In its 
campiCdgn, it also tried to Introduce is¬ 
sues such as the character of the can¬ 
didate and his past history. The other 
issue it tpok up was the unstable poli¬ 
tical situation created by the Congress 


in the countr>\ But CPI failed to raise 
issues which had immediate relevance 
to the aspirations and fmstratfous of the 
electorate. In other w'ords, the party did 
not introduce issues of local nature hut 
issues that were alifnr to the majority of 
electors. 

On the othci hand, the Akali Dal 
made Punjabi Suba its main plank. It 
reminded the voters that Punjabi Suba 
was the ci cation of the Akali Dal and 
that the Congress was out to undo what 
the Akalis had given to the people of 
Punjab. The status of Chandigarh, - of 
Bhakra and Beas Dam was also another 
issue. Tlic -Akalis promised these areas 
to Punjab. Akali Dal also gave wide 
publicity to the fact that, during its rule, 
no new taxes \\'cro introduced — in- 
stcail people had been exempted from 
taxes which amounted to Rs 70 crores. 
Besides this, the party attacked the Con- 
gicss lor the high prices of atta (wheat 
floui, the staple lood of the Punjabis) 
as well as for llie low prices to fannejs 
toi their wheat, during the pre.sidential 
lulti in the State. 

The Conginss candidate was very 
piagmatic and had a programme for 
solving local problems. The issues rais¬ 
ed by the Congress concerned the reali¬ 
ties of lib*. A day before the poll in 
Budhlada (i e, February 8, 1969), the 

Congress pla>cd its trump-card by is¬ 
suing a pamphlet very damaging to the 
Akali Dal. The p.unphlct contained iti- 
foi Illation which considerably reduced 
.Akali prospects. It pointed out the 
Akali Dal’s demand for a ‘Sikh Home¬ 
land' and also highlighted the hold of 
the cx-princes on the party organisa- 
tior that had resulted in a resolution 
against the abolition of the privy pur¬ 
ses at the party’s conference in Batala 
on September 26-27, 1968. It also .said 
that the extreme elements in the party, 
such as Gian Singh Rarewala and 
Kapoor Singh, were out to wreck com¬ 
munal hcUiriony in the area. Moretiver, 
it w*amed that the Akali-Jan Sangh 
coalition would yield a very insecure 
ministry. 

The Akali Dal was taken aback by 
this pamphlet and hurriedly issued a re¬ 
ply on the same evening. Declaring 
that it would work for Hindu-Sikh unity 
and w^uld not allow extremists like Ra- 
rcwala and Kapoor Singh to dominate 
the party, it announced that the Akali 
Dal was also against ‘a Sikh Home¬ 
land*. It further promised that only 
Sant Fateh Singh would formulate and 
regulate party policies. In spite of the 
Akali Dal's efforts to play down the 
sensitive issues raised by the Congress, 
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the reply failed to neutralise the effect’ 
of the Congress campaign, 

IV 

Wc pointed out earlier that the Akali 
Dal's 1969 campaign strategy was pri¬ 
marily aimed at retaining the areas of 
its stiength during 1967 and at improv¬ 
ing its prospects in the Boha and Bareta 
thanas. A look at Table 4(a) would re¬ 
veal that, of 23 polling areas of its do¬ 
minance, the Akali Dal lost only six. 
Howeviu- it annexed eight additional 
i>olliTig areas from I he Congress. Out 
of the six polling areas lost by the Akali 
Dal, four weie bagged by the Com¬ 
munists and only two by the Congress. 
As compared to the Akali Dal, the Con¬ 
gress in 1969 could retain only 8 out of 
its 17 polling aieas. The retention capa¬ 
city oi the Congress, therefore, greatly 
declined, resulting in the return of tlie 
Akali candidate?. 

However, the greatc’st throat to Con- 
gies.s dominance in the ar(?a came not so 
much from tlie Akali Dal as from the 
C^oinmunists. The pu sciice of tlie Cojn- 
nuinist candidate in the field caused a 
great didlection from tlie Oingress vote, 
iiidiicctly making .Akali candidate (see 
Table 5) the laigest beneficiary of the 
electoral competition. The Congress, 
which polled 49.45 p<T cent ol the votes 
in 1967, won only 40.50 per cent of the 
pietercnccs in 1969. The Akali Dal, 
on the other hand, icccivcd 42.79 pt'i* 
c(*nt of th<* votes in 1967 and 44,78 per 
cent oi the votes in 1909. The increase 
111 Akali vote was only about two per 
cent — w^heu'as drop in C^ongrefis 
vote, over two elections, w'as as much 
as about 9 iier cent. Evidently this 
large slice of Congr<*ss support was taken 
away by the Communist I’aity of India. 
The Communist enhanl in 1969 collect¬ 
ed 14.72 per cent (A the total preferences. 

Thc‘ voting trend at thana levcd pre¬ 
sented further variations in distribution 
of voter prcTerencvs. At the polling 
area level such vanation became more 
sharp. The chop in Congress vote was 
the maximum iu Boha thana and the 
rniTiiJTUun in the Bareta regiem. The de¬ 
cline in Budhlada wa.s almost the same 
as that at the constituency level. Con¬ 
gress dominance in Budhlada and Boha 
was ct^mpletely swept out. In Budhla¬ 
da, a large chunk of Congre.ss support 
went to the Akali Dal. In 1967 tire 
Akali candidate could collect only 38.89 
per cent of the total votes whereas in 
1969, it made a remarkable gain in 
.strength by polling 54.10 per cent of 
the preferenc?es. Especially, in Budhla¬ 
da thana, the Communists failed to be¬ 
nefit from the decline in Congress popu- 
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Table 7 : E' Lationship of Index of Change [n Labour/Cultivator Ratio* and Party Preferences in 1967 and 1969 

Elfctions (base 1951 — 100) 


Preferences Mid-Teim Flection^ 1967 General Elections 

—. Congress AJtali Dal Coinmii- N Congress Akali Dal Jan Sangh Akali Dal N 


Index 



nist Party 
of India 





(Master) 


Below 100 

48.50 

40 56 

10.94 

21.629 

55.62 

33.70 

7.55 

3.13 

19,210 

100-199 

34 26 

52.72 

13 02 

12,116 

42.22 

53.12 

1.77 

2.89 

11,110 

200 { 

30.78 

44.28 

24.94 

10,028 

45.37 

49.20 

1.49 

3.94 

9,338 

Total 

40.50 

44 78 

14.72 

43,773 

49.45 

42.79 

1.76 

3.38 

^9,658 


Index of Change in Labour/Cultivator ratio was computed as follows: 

Let Xi -Number of Agricultural Labourers in 1951/NLiinbcr of Cultivators in 1951 
X 2 -—Numlxir of /^riculturaJ Labourers in 1961/Number of Cultivators in 1961 

Xt 

Index of Change ^ -- x 100 

X. 


lanty. 'I'hc Akali Dal was the only 
^ainrr. In tlu.* olhrr two regions, ol 
Boha and Baieta, the Akali Dal did e.\' 
Iierit iiee a lall in its support, yet th(i 
intensive e.unpaigiung in tliese areas by 
State part\ leadt rs, heliXHl to aiiesl 
tlic down waul tu iid in the Akali Dal’s 
suppoit Ijase. 

The propoitioiiato share of Congress 
in lObf) declined by about nine points, 
NA'hereas Akali Dal registered a gain of 
about two points. Since the Akali Da! 
(Master Cioup) and the Jan Sangh were 
in alliance with the Akali Dal, one could 
infer that the rest of the Congress losse.s 
went to the (Communists. 

A l(3ok at the distribution of party 
votes in Bndhlada thana would show 
that the Congress vote steeply declined 
in all tin; polling aieas, but that the par¬ 
ty was able to retain two polling areas. 
In the Barcta rt‘gioii the party maintain¬ 
ed its general doininauce and lost Khn- 
dal Kalan and Kahan Garh polling areas 
to the Akali Dal. Ihe party, however, 
gained Dialpura horn the Akali Dal 
l)ecause of a 23.64 per cent transfer of 
preferences to Cc^nimiinists. In Boha 
region. Congress t'onld retain only Sai- 
dewala b<'cause of the support of dis¬ 
placed Iversons from West Pakistan. 
Saidevv«da comprises over 52 per cent 
of refugee population who have been 
given the evacuee property left behind 
by the Muslim emigrants to Pakistan. 
In spite of these losses. Congress ma¬ 
naged to annex Akanvvali polling area 
with 49 .1() per c<*nt of the vote in 1969. 
Its shaie from this area in the 1967 
elections was only 39.86 per cent. The 
primary reason for this tremendous rise 
in Congr<*ss vole was the effort made 
by the Congrt'ss candidate to set up a 
high sehotd in the area. Next to B<iha, 
the Akanwali polling area is the only 
village with a high school. This shows 
that the development of any area holds 


a leal pay off ioi tlic uiling party in the 
eleeli(jus. We diall discuss in detail this 
aspect lab r in this paper. 

Compared to tiu; Cxmgress, which lost 
one polling area in the Boha region to 
the (a)ininunists, Akali Dal lost three to 
the Communists. Much of the fall in 
Congress and Akali vote in the region 
IS (*\plained by the popularity of the 
Coiniinunist candidate in Boha. The 
maximum gams to the Akali Dal were 
in Bndhlada thaiia where it won eight 
out of 10 ixilling areas with an abso 
lute inajoiit}. Owing to the dominance 
ol zamindari, Bndhlada was very con¬ 
ducive to the enlargement of Akali sui?- 
port base. The Barcta region was (4 
the otluT extreme*. 

The above discussion of Table 5 
brings out the finding that electoral 
competition largely changes with the 
changing ecological context. Both Con¬ 
gress and Akali Dal do not stand on 
sate ground in Bndhlada. Since there 
has hetn a large-scale shift in the vot¬ 
ing patt<Tn it is worth examining the 
demographic and socio-economic compo¬ 
sition of the different polling areas. 
What factors lend stability and what 
factors fail it, is discernible from a dis- 
cu.ssion of Table 6. 

All the 40 polling areas of Budhlada 
have been .split into two broad types — 
‘stable’ and ‘shifting’. The ‘stable* poll¬ 
ing areas are 25 in number — eight 
for Congicss and 17 for the Akali Dal. 
The ‘shifting’ type have further sub¬ 
types depending on the direction of the 
shift. Common conditions for stability 
of electoral competition as they emerge 
Ironi the Table are: Low concentration 
of scheduled castes, high literacy, low 
c-on centration in primary sector, le.ss 
number of agricultural labourers, high 
rate of participation in. economic pur¬ 
suits and less preponderance of persons 
displaced from West Pakistan. These 


factors lend more stable support for the 
parties. Such areas show considerably 
fixed voter loyalty. In other words, the 
greater the socio-economic diversity in 
the region, the more unpicdictablc is 
the nature of politics. 

The direction of the shift is another 
inloiesting aspect in relation to these 
socio-(;conomic components of the area. 
Foiling areas, where literacy is close to 
the average for the total population of 
constituency, di.splac(‘d persons are less,* 
and there is not too much pressure on 
land, move towards the Akali Dal. In 
iuv.is having highest concentration of 
displaced persons and a population 
grmvth that is not very high, the ten¬ 
dency is fioin the Akali Dal to tlie Con¬ 
gress. In highly agrarian areas with 
fewer cultivating ]alx)urers and displac¬ 
ed ijerscms and with low literacy, as well 
as in other indusbial sectors, the tenden¬ 
cy is from the Akalis to the Communists. 
In Mich areas where direction changed 
from Congress to Communist, we find 
higher concentration of agricultural la¬ 
bour as well as low participation rate in 
economic activity. Also, there is a pre- 
ponderanct; of scheduled castes in such 
areas. We may thus comment that 
gi eater social and economic heteroge¬ 
neity' renders and area uncertain as a 
supporting base for any particular ideo¬ 
logy for a long time-period. 

Let us now discuss: first, the per¬ 
il mnance of the different contestants 
during 1969 in areas with different iiro- 
portions of agricultural ‘labour force, 
and secondly, how the different candi¬ 
dates have performed in areas with dif¬ 
ferent levels of government input in 
terms of education health, and other fa¬ 
cilities. Do these factors have any rele¬ 
vance to electoral behaviour in a con¬ 
stituency? 

After Independence the various State.s 
implemented schemes to rehabilitate un- 


592 



ECCWOMtC AND lOLmCAL WEEKLY 

March 6, 1971 


employed persons in rural areas. Punjab 
too has been active in this. Several 
schemes have been implemented to 
increase the growth of the household 
industry. Also, the zamindari system has 
been abolished and land redistribution 
has been attempted. These measures 
might have been expected to reduce the 
number of agriuiiltuial labourers in the 
rural areas. But in Budhlada we find 
that much redistribution of laud lias not 
taken place and that the big zamindars 
have, tlirough certain means, retained 
their lands. On the other hand, the re¬ 
gion's social and economic development 
has been very haphazard and unequal. 
This has resulted in a decline of agri¬ 
cultural labourers in some areas, where¬ 
as in other areas, the proportion of such 
labourers has increased. This puts dif¬ 
ferent areas of the constituency at dif¬ 
ferent levels of growth. And wherever 
agricultural labourers have Increased, 
dissatisfaction with the Congress has also 
increased. 

From Table 7 it is discernible that 
where the Index of Change in the La- 
hoiir/Cultivator ratio is b(dow 100, i e, 
where between the 1951 and the 1901 
^Censuses, agricultural labour has not 
increased, the Congress has polled the 
higlicst votes in 1907 as well as hi 1969. 

this Index increases. Congress 
pf)pularily diminishes. The pattern is 
consistent for both elections. As against 
the Congress, the Akali Dal flourishes 
where tlie Index is neither low nor high. 
The Communists present a direct con¬ 
trast to the Congress pattern. In areas 
were index is below 100, the Commu¬ 
nists receive 10.94 per cent of the votes 
in 1969; as the Index goes up to 100- 


199, tlie Communist share In this group 
of polling areas becomes 13.02 and when 
the Index cro.sses 200, tlie party share 
becomes as large as 24.94 i>er cent of 
total votes polled. Apparently, the Index 
is very powerful in predicting Congress 
and Communist voting trends, but does 
not indicate anything definite for the 
Akali Dal. 

It can he concluded from the foro- 
guiiig discussion that a decline in the 
agricultural labour/cultivator ratio great¬ 
ly holi)s Congicss to strengthen its roots 
in the aiea whereas when the reverse 
happens, the Left parties benefit. 

The other cincial factor in interpret- 
ting ureas' voUr loyalty is the distri- 
hutioij of Goveniment patronage in the 
shape of education, health and other es- 
s^'iitial facilities. The areas which receive 
such patronages arc generally prone to 
be satisfied with the existing political 
order, whereas aieas not having these, 
suffer from a great sense of relative de¬ 
privation, and so disaffect from the par¬ 
ty in power. Since Congress has been 
in Government in Punjab for a larger 
span of time, areas receiving these ame¬ 
nities have come to strongly identify 
themselves with the Congre.ss; whereas 
the* Ollier are'as liave chosen different 
political nltematives (see Table 8). 

The I'ablc gives very interesting re¬ 
sults. When we shift areas on the basis 
of ‘poor', T(‘asonable*, and 'high', faci- 
litit's we see the different distribution of 
paity votes under each type of polling 
aiea. For instance, the Congress has re¬ 
ceived 30.50 per cent of the total votes 
polled in areas with a low developmental 
level on this indicator. On the middle 
and high levels, the party received 38.56 


and 53.71 per cent, resjpectively. The 
Akali Dal on this developmental scaio 
pre.sents a contrast to tlie Congress per¬ 
formance at each level. On the low 
lev<'), the Akali candidate received as 
many 50.78 per cent of the votes. On 
the next two levels, the party received 
45.17 and 37.83 per cent of tho votes, 
resiKftively. The Communist Party of 
India has a pattern similar to that of the 
Akali Dal. In the order of ‘low*, ‘mid¬ 
dle’ and ‘high’ levels of development, 
the Communists received 18.70, 10.27 
and 8.40 jier cent of the total votes 
polled in each area. 

These levels are equally predictive of 
the 1967 electoral performance of each 
pally — including the Jan Sangh whose 
perfonnance also improved with an in¬ 
crease in the levels of development. Jan 
Sangh, in the area, had a supX)ort base 
in the teitiary sector, and one of the 
pre-conditions for growth in this sec¬ 
tor is the availability of all amenities 
This explains Jan Sangh pattern of per- 
foimance in 1967. The Communists, 
on the other hand, flourished on the 
backwardness of the region. 

Conclusion 

Our analysis of the 1969 mid-term 
elections in Budlilada, highlights certain 
aspects of the area's politics. First, the 
aiea is highly backward in terms of its 
social and economic configurations. The 
little economic development that has 
come to the constituency is not properly 
balanced among the three regions. This 
has delayed the area's political develop¬ 
ment. 

Secondly, the Congress organisation 
completely I^roke down on the eve of 


Table 8 : Relationship of Levels of Development* and Party Preferences in 1967 and 1969 Elections 


. Preferences 


1969 Mid-Term Elections 


1967 General Elections 



Congress 

Akali Dal 

Commu¬ 
nist Party 
of India 

N 

Congress 

Akali Dal 

Jan Sangh 

Akali Dal 
(Master) 

N 

Low 

30.52 

50.78 

18.70 

13,947 

42.57 

52.63 

1.60 

3.20 

13,111 

Middle 

38.56 

45.17 

16.27 

16.822 

48.73 

45.79 

2 07 

3.41 

1 5.240 

High 

53.71 

37.83 

8.46 

13,004 

58.41 

27.33 

11.13 

3.13 

11,307 

Total 

40.50 

44.78 

14.72 

43,773 

49.45 

42.79 

1.76 

3.38 

3^,658 


* The following criteria were used in grading various polling areas as Low, Middle and High in terms of development based on 
data relating to 1961 Census : 

Middle~ Polling areas having educational facilities upto primary level together with (i)post-office, (ii) medical practitioner and post- 
office; (iii) medical practitioner with safe and protected water supply; (iv) medical dispensary or rural health centre; 
(v) m^icai practitioner, post-offke and electricity for agricultural use; (vi) medial practitioner and electricity for agri¬ 
cultural use; (vii) electricity for agricultural use; and (viii) post-office and electricity for agricultural use. 

Higb» Polling areas having (i) predominantly urban electorate; (ii) educational facilities upto middle level and post-office; (iii) 
educatjonal facilities upto matriculation level and post and telegraph office; and (iv) educational faciliies upto matricula¬ 
tion level with dispensary, post and telegraph office, and electricity for agricultural and domestic use. 

Low*« Polling areas having educational facilities upto primaiy level with or without services of medical practitioner. 
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T,\ni.h: (Sw Note 4) 


Lc-adcr 

D(\ nj)ah(in 

Akh of resiflfiico 

Position in 
pai ty 

Other orga¬ 
nisational 
linkage 

Cuuli.il Siiu'h 

robtii al '\()ik< i 

'l.ihlian village 

1 ‘resident 
block level 

Chairman, 

panchayat 

saintti 

Dliar.nn Sinidi 
“Fakluu’' 


kisliaiigaili village 

Si‘eietaiv 
block level 

— 

Sham Smell 

1 .iiloi 

TiMdlilada tijvvii 

(Campaign 
m ehaige 

— 

(»iii iiak*,}) Smrli 

V'Arn iilliii 1 t 

Satike village 

Member 

Menilx’r, 

market committee 

\'if Singfi 

1 aili >1 

HiKlliIada town 

Membei 

— 

(’h(‘t Snii;h 

\’j,i n nil 111 is} 

C.’li.ika village* 

Member 

— 

Chh.ijUK) M.il 

\ .in 1 

Baii'la town 

M(*ml)er 

— 


cl('(.ln)n'J, l'’.u-h'(>h.il riv.iln'f's 

0 (.(J and M(Xi }ia\t‘ n*siilU;tl in Con- 
lailiiK' (<j sliik<‘ (k't'pcr ioot> in 
tlu; bndlilada iri'ion f>i lo cxhiul ils ii»- 
fliimcr ill Jinlia t|j<ina. 'llir Alcali l^al, 
o’l ih/* otljci hand, an.nrdjjiicd coht^ion 
in ils in;^aijisati<)ii and mlaigcd it-i siip- 
1)1)1 1 l>as<- ill (hr Ikidhiada and Boba u‘- 
jiions of the constituency. It also arrest- 
rd tbr ciom’uu uI its snppoil base in 
Biireta. Coiuuoss douiinanco in Bareta 
js Iinnt('d tn a Iru pollini^ ainas and is 
primarily 1ms« d ni». nnt fli(‘ parly’s, but 
tli<* c.nldidalc•'^ iiiia'^r. Tin* area, tberc- 
rannut be lakrii as a Conciress 
slnmebold. Jam Sanyb lias such a nar¬ 
row base that it (aniiot br a ibrnal to 
tbr- C’nneiitss or tlic \kali in ihe con- 
stitnonty. '['hr* (.^miini. lists have, with¬ 
out lar^o sral(‘ omanis.ilional luat.'biiuay 
like tfiat of the Akali IJal or Conj^ress, 
siicc(‘<*d('rl in luakimi a very deep dent 
in tb«’ snppnil basi- ol botli parties. 

Tbiidly, th<' oanipaiip) .stiategy of the 
Akali Dal was suixnioi to that of the 
Congress. Tlic Congress oarnpaign ^^as 
poor because of a lack of aeJeriuato eo- 
opeaatiou fienu tb<* OCC. The issues in¬ 
troduced by (a)iuiie.ss, though of a lo¬ 
cal naluie, laileel to iwploit the senti- 
ruents ol the- electorate. The Com¬ 
munists de]x-ndexl loo much on Left 
idealism anel lailetl to recognise the iiu- 
portaiiC'C e>f local issuers in a b'lokward 
n^gion like lUidhlada. The Congress 
parly siillercd inr ic rcvcise.s because^ of 
improper dei)lia> ineiit of campaign 
woikeis did not represent large areas of 
the eonstilueniy as most e)t them wen* 
drawn from lire ud>au aieas. W'hat Con¬ 
gress aetiiully ni'ealed were ihe lural- 
baseel campaign workers who still hedd 
|)ositioii in the village panchayats. As 
couipaicd to the (’ongress, the Akali 
ilal did draw heavily on the sarpanehes 


ol panehaxat samitie’S or membcis of 
bloik .saniili. 

I’omlhlv, the stability of electoral po- 
litMs largely firpends on the ecological 
iMak< up o( die areas, lire socio-erono- 
mu (oiite\l, theicfore, plays a crucial 
loll- in dll' elei tious. We have seen that 
low eoncentratioii of scheduled castes, 
hmh likracy late, less pressure on land, 
low' piojiortron ol agricultural labourers, 
more parlieipatioii in economic activity, 
and li ss eoncTutration of displaced per¬ 
sons — all give a polling area a stable 
support basi‘. A high social and econo¬ 
mic diversity results in fluctuating voter 
lo>alli<*s and makes the area shift its 
nipijort from time lo trme. 

Fifthly, die eunlext is highly relevant 
(n voting decision. The context largely 
decidi's the direction of electoral com¬ 
petition. W(' have showni that, where 
tlu* agricultural labour/cullivator ratio 
declines, tlie polling areas move towards 
the Cknigress, and as it increases, the 
voters ^tait moving away from the party'. 
Ibithei, dll* voter ti'iidency, in high ratio 
iui'as is to drift towards Left ideology. 
The distribution of Gov(;rninent patron¬ 
age- ill t(mis of various a»ncnities to the 
aieas also has decided influrtice. The 
polling aie.rs Ju'gh on the extent of pa¬ 
tronage, vole from the Congress and as 
this pationage declines so does support 
to the patty. In areas backward on this 
dimiaision, the opposition to the Cmi- 
gress is ibti main beneficiary'. Th^re Is 
a eoriMstc‘nt pattern in the distribution 
of vote's among the parties in the 1967 
and die- IfJ69 elections. 

In view ol the above findings, ft can 
b'- saiely sard that if the Congress party 
tails to resolve ils c'onflicts with the DCC 
and li du' development of Budhlada is 
not speeded up and the agricultural la¬ 
bourers are not rehabilitated, the parly 
has little future in the area. *^nie Akali 


Dal and the Communists present two 
eonliasling ideologies, and the electora¬ 
te of the area tends lo be sharply di¬ 
vided. T'hc politics of Budhlada will 
therefore remain in a fluid st'ate as a 
result of lluetuabOns in voter loyalties. 

Notes 

1 Tlie entile Budhlada constituency,^ 
c‘\cepl three villages on the West, 
is wholly coiiterininu.s with the 
But! hi ad a Development Block. 

2 Thtj Composition of Mandal Jan 
Sangh; 

Biesident: Narata Ram Aggarwal. 
hiisinessman. 

Vice-President: Jugal Kishoixi 

Cyani Aggarwal, businessman. 
Treasurer: Madan Mohan Aggar¬ 
wal, cloth merchant. 

Secri'tary: Bihari Lai Bansal (Ag- 
garvval), cement dealer. 

Joint Secretary: Panma Nand Ag¬ 
garwal, doctor. 

A The first elections to Municipal 
Coinmitt<*e were held in the year 
1951. 

4 Socio-Economic Background qf I-iO- 
cal Leaders of CPI (see Table 
aliove). 

5 See Chanclidas, “Congress Recovery 
in Julliindur Cantonment: 1969 
Mid-term Elections to Punjab Le¬ 
gislature — A Case Study” (un¬ 
published). 

6 It is obst'rved from Information 
i:oIIectcd from the field that one 
Akali campaign worker, Jangir Singh, 
belonging to the Master-group, acti- 
velv worked for the Congress candi¬ 
date in 1969. Jangir Singh himself 
lan for elcction.s in 1967 on Akali 
Dal (Master) ticket, but secured only 
3.26 per cent of the votes. The 1967 
performance of Jangir Sin^ suggest 
that his defection could not have 
caused much harm to the party. 
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Unichem Laboratories Limited 

Speech of the Chairman and Managing Director, Shri A V Mody 


THEJ following is the Speech delivered 
by Shri A V Mody, Chaimian and 
Managing Director, Unichem Labora¬ 
tories Limited, at the Eighth Annual 
General Meeting of the Company held 
on March 4, 1971; 

Ladies and GENiiajMEN, 

I welcome you all at this Eighth An¬ 
nual General Meeting of your Company. 
Your kind presence encourages me and 
iny ajllcagues on the Board for striving 
onr best every year. 

You will notice from the Annual Re¬ 
port and Accounts circulated to yon ior 
the financial year 1909-70, Uiat your 
company have achieved a rise in Saks 
to the tune of 12.6 per cent over the 
previous >ear. In llic year of turmoil 
for the Pharmaceutical Industry this is 
quite satisfactory. You will be slightly 
disappointed at the profit figure and the 
net transfer to tlie General Reserve. 
This fall is laigcly due to increase in 
interest charges to the extent of Rs 2.31 
• lacs, and discontinuation of Tax Cre¬ 
dits .ivailahle in the previous years. The 
year ending figures of bonuwings do 
iTot reveal the high level of bonowing 
that persisted during the year. The in- 
cicased turnover and consequently in- 
eit^ased requircTnents of working capital 
due to heavy' inventories make such 
borrowings iinperativc. 

Your directors have striven haid to 
cut down the expenses wherever they 
cx)uld. To cite only one example I will 
say wc have considerably reduced oui 
expenditure on advertisements and sales 
promotion to an extent we felt that it 
will not much affect our Sales. Cutting 
costs wherever we can is a necessity 
and w'c are working at it. 1 must also 
draw your attention to the fact that our 
new unit of Protein Biscuits at Gbazia- 
bad went tlirough its teething troubles 
mid therefore could not contribute to¬ 
wards the overall profits of the company. 
Thi.s diversification will pay for itself 
and with increasing restrictions oil phar¬ 
maceutical industry, such diversification 
is absolutely a must for the healthy 
growth of the company. As members 
of the company you will cejrtainly ap¬ 
preciate this effort of your Board to cn- 
saire better and continued prosperity for 
coming years. 

With reduction in profits in absolute 
as W'cU as percentage terms and with a 
view to con.serve cash resources in these 
Uncertain days your directors tiad no 


choice but to maintain the dividend as in 
the last years. This, I am aware, is a 
liittcr pill for all of us to swallow, hut 
as members of phai uiaceutical company 
you wall hear with us by taking this 
hitter mt'dicine till tlie situation sclth^s 
into some pattern. 

There is ii cry about the “profiteer¬ 
ing” indulged into by the Pharmaceu¬ 
tical Industj)’. ’Ihe iiresent days of 
political unceilainty, unccitainty about 
the eventual pictuie of the national 
economy leads youi Board to be cau¬ 
tious in its dividend iK)licy. The new 
pailiamcTit with its Ircsh mandate will 
he, in and geneial i^olilical outlook will 
he clear in lew days time and then 
alone some ovi'iall view could he taken 
at a later d.it(*. 

Diiuos PauE CoNi'iioi. 

1 had [/lit hc'loie you my views about 
the elloils and studies of the TaiilF 
CJonnnissioii and li.id cxpiesscd certain 
api)i*di(.*iisioiis about the eventual results. 
I'he i(\ility has turned out to be more 
grim tlian wliat I liad anticipated. I'he 
lejxjjt sn bin 11 ted by llic Tariff Cuin- 
rnission to the Guveimnent of India in 
August, 1908 j'lnaincd doiinuiit ioi 
neaily V'z yeais. Tlien suddenly the 
Ilciilth Ministry ol the Goveinment ol 
India took a leael aiul started jounds 
of iiKartings with the phannaceiitical 
inaiiiifactnrers in Noveml)er, 1989. 
Thrse efforts weie piimarily meant lor 
1 eduction in prices of dings supplied to 
the Coveinmenl institutions. Some con¬ 
sensus or understanding was emerging 
and tlien llie Ministry of Petroleum and 
Chemicals stdzixl the lead. In April, 
1970 the repvirt of the Tariff Coniniis- 
siim was placed befoic the rarliaiiieiit 
and the, iK'litical pressure both inside 
and outside the Pailiament started 
inounliiig up. The jiharmaceuUeal in¬ 
dustry started hitting the headliiie.s 
practically i veiy day and it attracted a 
public odium to a laige extent. TJiis i.s 
also a period of many important deci¬ 
sions like Bank Nationalisation, Aboli¬ 
tion of Privy Purses and host of other 
radical measures. The drug industry 
was an ideal taiget for the politician 
of eveiy hue and colour and the iK‘t 
ri'siilt was the Drugs (Prices (Ymtrol) 
Order, 1970 issued on 16th May, 1970 
and its subsequent amendments, anno¬ 
tations, clarifications and notifications. 
By this order all pharmacraitical manu¬ 
facturers of formulations weie given n 


lojjiiula for detennining the retail prices 
of all their products. 

"i'he lonnul.i under the alternative 
pricing scheme stipulates that tlie 
mamifachircr should take, his actual 
costs of law materials, add to it tlie 
(oiiversion costs at arbitrarily fixed rates 
by the Goveiniimit, according to size, 
s[)(“cifieati()n aiKl category of the fomm- 
l.itjon. This gives tiie o-vlactory cost. 
To this cost the maiiufacluicr was sup- 
[)f>sed to add 7.57 oi 150% as maik-up 
in easi‘ el e.'^enlial oi noii-esscntial drugs 
i< speetiv< ly. It is neecssaiy' to cmx>hasisc 
that this Nvoid #nark-up is often mislead¬ 
ing. This maik-up does not mean x^rofit. 
II is siil'kiiost (1 to ('over the trade com¬ 
mission (to tin letaJ] and wholesale 
liade), ailvt'itis( menl expenses, medical 
inloimation expenses, mailing and 
[lubheity expenses, sah's x>roinotiuii ex- 
jit Uses, freight and sliijmicnt charges, 
expenses of the reseaich and dovelop- 
mi'iit wing ol the company and the 
jiiolits il any. The mamifacluiers obey- 
e<l tins o/dei and submitted price lists 
aecm‘<hng to tliis lorinnla by 31st July, 
1970. 3’his coiiniion sli.ught jacket 
loimiila for .ill umts—big or small— 
(H aled many pioblcaiKs, 

It is eleincailaiy Inisiness x>iacticc to 
have a piodu(t-nii\ w hieli toiitains some 
[uoducls which an* high volume build- 
(is with low m.iigiu and olheis arc low 
volume buildeis with highei margins. 
Once you cxj^ti-t th.it all piodiicls should 
liave same lonnul.i ol pricing, it logieal- 
]\ lollowc-d th.it coiiimon household n - 
luedK s and othei such v<dm)ie Imildeis 
.lie bound to go up ni [iiri's. On 1st 
August, 1970 this h wh.it haxq^ened. 
.Such ineiease in [)i u e> ol cimnnon pro¬ 
ducts lesiilted ill .i pulilic luioie over 
(hug pi li es and the (^ovcimnent issued 
a hee/ujg oidci on Lofli August, 1970, 
liec’Ziug till' lelai! juici"' ol only those 
ihng.s whose piici's wm ineieasf'd Irom 
1st August, 1970. 

By the saiin* tiini’ tla; Public .Sector 
t/jiil, IDPL, wliich wMs established to 
givij chugs to lliC euu.suinci at lower 
piK'f'S startl'd maiiutacfuiing and sup¬ 
plying law' iiuiti rials. Becauss^ of the 
heavs cost of the, dings manufactured 
at lUPL tin; t iovia iiiueiit decided to 
(an.ilise the imf'ort of c't'ilain essential 
c'heniieal .md vitamins lliKnigh State 
i'l.iding Coii-)oiation .and IDPL. This 
has subst.mtially' incu’ased the cost of 
law inateiials used by n.s. These potjled 
prices all' so liigh that in some cases 
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‘ ki’ejj^'" oeiA, lo ' 
more than t)ie erstwhlfe nuAilcel; rates. 
Thus the Government has Introduced a 
double squeeze. The costs are mounting 
and the selling i^riecs are reduced. This 
is all done in the inteiest of coininoji 
man and the aim is laudable. What 
will cvtiTilually happen is anybody’s 
guess and 1 would l<‘ave it to you to 
draw your own conclusions, I thought 
as mc;inbcrs of a x^hannacciitical com¬ 
pany you must know these laets. 

This uncertainty persisted till the end 
of December, 1970. The Ministiy of 
Petroleum and Chemicals had tliscus- 
sions with the individual units. As the 
result of it as iar as your company is 
CL»nc<’med, out of 263 piodiicts/packs 
the pi ices oi 104 products/packs wcie 
lediiced, tht; x^iiecs 138 i)ioducts/ 
packs have remained stationary and the 
prices of 21 products/packs have been 
allowed lo be increased. Tlicse in- 
Cl east's aie also gi anted wheie.ver the 
law mateiial costs have inertased con- 
sidciahly. Iheso latest imee lists have 
come into loue with effet t irom 1st 
Januaiy, 1971. 

A ClJALLENOE 

1 look at it basically as a challenge. 
Unichein has struggled lor ieduction in 
prices all thiough its hie. It has cf- 
Icctivel}’ helix'd in reducing the prices 
in the Jiitics and si\tics in case of in¬ 
sulins and hoiiiioncs. We believe that 
high prices can bo bionght tiown only 
by comiH'lition and oflt'aing alternatives 
to the people. This is a hard job. It 
is easy to diaft out oideis and circu¬ 
lars, but to inodute and sell economi¬ 
cally is a harder task. Your comi^any 
lias ahva> s strived for thal. end and will 
continue to do so. We only expect that 
the Government should allow us to keep 
up our eflorts. The public sector units 
like ID1*L were sot up expressly with 
this i>urpose. I rollout what 1 said last 
year that they have failed. Woise .still 
they have helped increasing the prices 
of drugs lor the coimnon man with their 
peculiar ways of costing, piicing and fin¬ 
ancial control. I do not say this lo criti¬ 
cise, but as a man interested in the same 
goal, i e, making modem drugs avail¬ 
able for the common man at economical 
price's, and as a man who feels sad due 
to such pel tormance. In a mixed eco¬ 
nomy these units must lead the way. 
All said and done we ow'c a larger al¬ 
legiance to our nation and we must 
strive for national interests. Your com¬ 
pany shall continue to do so. 

As I said earlier we have to meet 
this chalh'nge. Wc have to meet the 
challenge in a constructive, business¬ 
like manner while safeguarding the le¬ 
gitimate interests and expectations of the 
shareholders. It is after all you, who 
have staked your money in this ven¬ 
ture. Wc decided lo diversify in the 


Protein Food marl^t dUr 

view. As partners of the health team, 
keeping tlic jKJopJe healthy and build¬ 
ing better minds and bodies of our 
young children is equally important a 
ta.sk. Wu liave started our Protein Di¬ 
vision at Ghaziabad with this view In 
mind. ^ 

W'e have cook; across many difficul¬ 
ties. Wc have cucouiaged our indigen¬ 
ous machinery manufacturers. We have 
coiimiitlcd mistakes and taken enough 
quota of beating. Now we are in the 
Noith Indian markets. Our biscuits 
piovidc the necessary luotcin without 
changing much from taste of the ordi¬ 
nal) biscuits. The prices arc also in 
lh(^ vicinity ot other standard biscuits, 
f'oi paieuts of children of today and 
tomoiiow w(* are ofleiing an economi¬ 
cal v\ay of bridging the protein-gap. 

We will have to strive fuithcr by 
expanding the capacity of our unit.s, 
starting similar units at other places and 
iutiodiieing irady mix protein powdei 
like Provila toi fortifying the common 
food, witlunit affecting the taste or in- 
treasing the cost to the c'onsumei* much, 
d’liis is all on our agenda. Coupled 


'.A' 

and reduction In costs wheimw 
bic, 1 believe, we will bo able to meet 
this challeuge. The sales of pharmaceu* 
tieal products during the first quarter of" 
the current year are quite enoouraglng. 

I would only expect one more ingre¬ 
dient in this formula for meeting the 
challenge of the day. And that is your 
wholehearted co-operation. 1 am not 
at all in doubt about it. Your co-opera¬ 
tion was always heart-warming and 
spontaneous. We shall need more and 
more of it in the years to come. I must 
also giatefully note the excellent co¬ 
operation that we are getting frolh our 
employees at all levels. It is they who 
are translating the ideas into reality. 1 
am assured by their representatives that 
they shall continue to do so in future 
years as well. 

With this I conclude my rather 
lengthy statement and thank you, be¬ 
fore I resume my seat. 

Thank you. 


Note: This docs not purport to be a 
record of the proceedings of the 
8 th Annual General Meeting. 
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he said, “Impossible.” 
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Finally, sipping his Turkish coffee, 
he said, “It’s a deal!” 
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Reading between 
the lines on a 
squirrel’s back 




'•'. ■■■. jy'/ ■ ' 


'Mi' 


. '^C 


You unearth a legend. Lord Ram's predicament. How to 
cross the ocean to Lanka. Solution: build a bridge — 
a job that even Lord Rarn couldn’t tackle single 
handed. So everybody helped. Tiny squirrels 
^ rolled on the earth, collected grains of sand on 

' - their backs and carried them to the site. The 

' bridge was built. Lord Ram and his monkey Legion 
^■ cros.scd the ocean to victory. Combined cfTorts 

made it possible. Lord Ram acknowledged even the 
/ smallest. He stroked the stjuirrcls and left a mark 
y of appreciation on their backs for all time. 


";;7 ^ 


(\ y ‘i/i-£yyr- 7 


4 - '* 


have a major job on our hands. Designing, manu- 
facturing, installing plant and equipment for every vital 
: industry— oil and minerals, food and agriculture, iron 

and steel, chemical and fertilizer, cement, paper, pow'cr, 
sugar...We do it by drawing on the technical know-how of 
world famous coll.'iborators, the Individual talents of more than 
10,000 workers and the contribution of 13,782 Indian shareholders 
who own over 9 ^% of our public limited company. 
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The Walkover 

THE results of tlic election to Lok Sabha aic still coming in as we go to press; 
but all that n’mains to bo sottlod is wliether th<i Congross(R) will get the two- 
thirds inajoiily icciiiirod to push through amondmoiits to the Constitution withf 
out dtiponding on othi*r parties for support. Atiy attempt to explain the land* 
slidi- ill iavoiii ot tho party must await fiill(‘r results and even thfii whatever 
explanations arc off^Tcd must remain in the nature ol sunnist'S. Ihe parties of 
the so-eall<‘cl ‘giand alliance’ had, by the content and tone of their campaign, 
turned the (li'etimi into a virtual referendum with tile Prime Minister as its 
central figure*. I’his, r>t coins<*, ideally siiib-'d th<‘ Prime, Ministei (as the only 
national le.ulei on the scene) and tlu* Congn*s's(n) (as the only natiorial jiarty). 
In kieping with tin’s, the accent in the I'rimc Minister’s own election speeches 
giadualK changed fioni pioinisi's ot ladieal jioheies to tlie need for a stiong 
and stable Covernment at tJie Cenlu* — something v\hieh none of the other 
pjitie.s could cltiiin convineingly to be* abb* to piovidc. Rather late in the 
earnpaign, the ])aitics ot the aUiante did begin to talk of sla> mg together be¬ 
yond the I lection to foim the C;ov<*rnment, but afl<*r the experience ol the nn- 
nierons SVD gov('inm<*nts in UP and Bihai tlu v t'ould hardl>' be taken seriously. 

Yet the appe-al ol a strong and stable Governin(*nl at the Centre, along 
with all tlu* ix'jsonal ehausma ot the Prime Ministt*r, could not havt' s\v(^pt the 
voters off theii feel as the> have been but tor anoth<‘r and even moie important 
factor -— lh(‘ fei ble organisational liases oi piaitically all the othei parties. As 
tho aitiele liy R Singh jn onr Aiimial Numlxa' (“J-m Saiigh in UP: Fluctiiat- 
mg Fortunes and Uneeilam Future”, i)p 3()l-l(i) showed, even the Jan Sangh, 
commonly lu*Ii<*ved to be a w<*ll organised paity, lacked a stable base and a 
eomnntted following in a Stale where it had aliiiosl seemed, aftei the 19fi7 elec¬ 
tion, that it might on its own displai‘(i the Cfingiess fiom power. Warnings of 
llie Jan Sangh’s disaslious peifoimanc-i* in UP in the jinvsent eleetion w'ere avail¬ 
able aftei th(* inid-term election to the State \sseinbly ni 1969 in which the 
party managed to n'lani onK 17 of the 9S Ass(‘mbly .seals it had won in ]9()7. 
The present election luis t'onfiinierl that even m areas wlneh ar<* eunsideu’d to 
l)e its stiongliolcK. the* pails lacks a stalile base. The paity leadeiship apiKjar- 
( d to aeknowlfdge as mncli when in tlu* i>n;sent election in bc^th Rajastlian and 
Madhya Pradesh it pinned its hopes largely on tlu* snppoit of louner princc^ly 
lannlic-s. \Miat is tine ol the Jan Sangh is i ven more tiu<^ oi othei pai ties b'ke the 
Swatantia, the SSll the LSP, the BKD and so on. Take, 'tor inslariee, the 
( inshing del eat ol tlie SSJ* leailei, ( Ii’orge Fernandes, m th(* South Bombay 
eon^lilntaic V. Insle iil ul eonsolidaling his organisation in the constituency alter 
Ills seiisalioual victoiy ovi'r S K in 1967, Fcinandes let slip away -much 

of wliatc’ViM following he earlier liad through his tiade union woik in the city. 
As a lesiilt, he JacCJ.l the present <‘lection with piaetically no party oiganisation 
woith the name m even a single waid in the eoiistitueiiey. 

The Jh'iirie Mim'shT’s ixasonal appeal and the desire lor a stable CJovern- 
rnent no donbl counted for iniieli witli the voteis, but that iJie oiganisationul 
w^eakiK'ss of tlu; opposition paitics was even nioi«' i7ni)oilant is suggested also 
by the perlorniaiice of the GP(M) in W(*st Bcaigal .ind Keiala. fn Kerala, the 
C|^(M) may have* fan d i^oorly in teims of the number of stats won (w'hich 
is attribnt.ilde to the fact tliat almost all tlu* other paitie^ h.ul eonie fogetht'V to 
put up a fiont against it), but when tin* final figiius ol vtdi s polled aie avai¬ 

lable it is likely to be revealetl that tlu* partv ha;> iiy and large managed to 
retain its committed supi^ort. In West Htaigal, the CP(M) is likfly to piove 
its stiength Ixitli in terms of sc'ats won :ind of votes polhxl. Surely, it cannot 
be suggested that the ])iomise of stability offered by the Prime Minister was 
somehow h‘ss attractive to voters in W'c'st Bengal, who have been among the 
worst atTeeted by not only goverurTu ntal instability but also political violence. 
Obvionsl>', the chtfereaiee was iiiade hy th<‘ i^Hsenci* of a well organised party 
like CP(M) whi reas ir the other STate,s thi^ anli-(u)iigress(H) piulie.s had hoped 
to coast along on nothing iiioie substanbal than larnsliaekle alliances and slogaiis 
about ‘saving democracy*. 

It is not only tlie anti-Congress(R) parties wliich have sought to play the 
politics ot alliances. The CPI will no doubt fiiul eiioiigb in its performance m 
the election to justify its (not wholly sueeessiul) attempt to lide tlirough on the 
Congress(R)’s coat-tails. But while it may have managed to pick up a seat here 
and there, the overwhelming majoiity that tlie Coiigress(R) has won in tlie 
Lok Sabha will make nonsense of its pretence of being able to influence the 
policies of a government dependent on its support. As for the CP(M), while 
it does appear that unlike other parties it has not been swept away by the pro- 
Congress(R} wind> it also faces the pxolfleni of mapping out its future strategy. 
Sc M it remains a twq-State per ty, it will be at a political dead-en<L 
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Tamil Nadu 

Brighter Rises the Sun 


THE DMK's peiformancc in Tamil 
Nadu promis(‘s, at the time of goinji 
to press, to he perhaps even more 
startling than that of the Congress(R) 
at the national level On the eve of 
the election there wore not many who 
gave the 13MK much ol a chance of 
being returned to powei. Four years 
of DMK rule had. it was suggt'sted, 
brought few benefits to thi‘ poorer sec¬ 
tions of the population who had voted 
so ovciwhclminglv for the party in 
1967. The DMK Government had 
failed to keep even its much-publicised 
promise of providing a measure of rice 
for a rupee At the level of the party 
orgiinisation, not only was the DMK 
without the charismatic personality of 
the late Annadmai but there were ill- 
concealed signs of dissension within 
the paiiy leadership. 

On the other hand, it was suggested 
that Kamaraj had Ircen working inten¬ 
sively for a year at the grassroots level 
to consolidate and enlarge the base of 
the undivided Gongress on behalf of 
(^)ngress(O). Unlike some of the 
other leaders of C:ongress(0), Kamaraj’s 
bona fidcs as a champion of the 
common nian were coiisidered compa¬ 
rable, indeed superior, to those of the 
Piimi’ Minister. Congress(O) election 
propaganda even outside Tamil Nadu 
■' in places like Bombay — gave 
gieai prominence to Kamaraj in pic- 
ference to other hadcis ot the party 
and voteis in many parts of the 
country were called upon to decide 
for themselves who was the moie sin¬ 
cere socialist: Indira (jandhi or 
Kamaraj. 

In addition to ihi'Sc advantages, the 
Democratic Front in Tamil Nadu led 
by the Congress(O) was able, as a 
result of a series of fortuitous happen¬ 
ings, to introduce into its election cam¬ 
paign certain i.ssues which have been 
traditionally considered ideal for whip¬ 
ping up popular emotions. First came 
the protest of a section of college 
students against the changi^-over from 
English to Tamil as the medium of 
instruction. The Congress(0)*s effort 
to exploit the resultant situation and 
to present the DMK Government’s 
policies as leading to Tamil youth 
being shut out of job opportunities all 
over the country' raised echoes of the 
DMK’s anti-Hindi campaign on the 
eve of the 1967 poll. Then there was 
the so-called superstition eradication 
conference organised by the Dravida 


Kazhagam in Salem. The DMK 
Government’s attitude to the confer¬ 
ence was sought to be presented as 
proof of the party’s anti-religious atti- 
iLides and connivance at insulting 
Hindu leligious sentiments. Indeed 
tlic issue was considered so potent that 
in far olf Delhi the Jan Sangh made 
an attempt to exploit it to woo, parti- 
culaiiy. South Indian voters in the 
capital. Finally, the Democratic Front 
also tried to pioject the DMK as an 
anfi-Brahmin paity in selected areas 
With signilicant Brahmin populations. 
Ihc presence of C Rajagopalachari on 
Its side would, it was expected, enable 
the Congress(O) drive home the point 
and, as the elections drew near, it was 
Karunanidhi who was painstakingly 
seeking to establish the non-communal 
cicdrntials ot his parly. 

In reliospecl, it is apparent that 
concern with some relatively trivial 
developments led most observers of 
the Tamil Nadu political scene, includ¬ 
ing newspaper commentators, to under¬ 
estimate the basic rapport that the 
DMK has managed to retain with the 
common people of the Statf?. Evi- 
dentl\, the allegations of corruption 
and the undoubted garishne.ss of the 
DMK s style do not offend the majo- 
lify of the tdecturate as they do the 
educated urban middle class whose 
seiitimenrs get a weightage in the mass 
media out of all pioportion to its vote- 
strength. In th»‘ process the impact 
of s(;me of the tlnngs that the DMK 
in office had done was certainly under¬ 
rated. The DMK’s propaganda syste¬ 
matically drew attention to its Govern¬ 
ment s (‘/forts to solv^e Madras city’s 
water supply problem, to accelerate ■ 
rural electrification, to secuie reason¬ 
able wages for agricultural labourers, 
and so on. 

Ol course, it is difficult to say 
whether the DMK’s propaganda about 
its achievements had any more impact 
on the electorate than its opponents' 
charges of corruption, etc. Similarly, 
what strength the DMK has drawn 
from its alliance with the Coiigress(R) 
is impossible to assess at this stage. 
Throughout the election campaign the 
general impression was of the Cong- 
rrss(R) leaning on the DMK rather 
than the other way round. But then, 
at that time, the massive pro- 
Congress(R) swing throughout the 
Country was not anticipated. In 
retrospect it can perhaps be said that^ 
the fact that the DMK was on the 
same side as the Congress(R) and tiot^ 
arra.ved against it has made for some^ 
of the difference between its perfonn- 


ance and that of another relatively well 
entrenched regional party — the Akali 
Dal in Punjab. 

There are, however, two other fac¬ 
tors which, it now appears, had not 
been given due weightage in pre¬ 
election estimates ol the DMK's pros¬ 
pects. First, while the party may have 
been without a towering leader like 
the late Annadurai and while there 
may have been differences within its 
top leadership, it had during fhe last 
four years built up its organisation at 
the district and lower levels — some¬ 
thing which virtually did not exist in 
many pans of the State in 1967. 
Second, and even more important, the 
party had since 1967 immensely 
strengthened its hold on the accepted 
levers of power like town municipali¬ 
ties, panchaydt samitis and rural co¬ 
operatives. At the lime of the last 
election the party hardly had u foot¬ 
hold in these institutions. 

The results of the election in Tamil 
Nadu raise some piquant questions 
about the future relationship between 
the DMK and the Congress(R). Though 
it may fare miserably in tcims of seats 
won in the Assembly and in the Lok 
Sabha, the Congrcss(O) remains the 
principal opposition to the DMK in the 
State and its tally in terms ot votes 
polled may still turn out to be not 
unimpressive. At the same time, the 
Congress(0)'s dismal performance in 
the election all over the country makes 
this an opportune moment for the 
Congicss(R) to make a bid for the 
Congress{0)’s following in the State. 

In any event, consistent with its return 
to dominant-party status over the rest 
of the country, it is imperative for the 
Congress/R) to re-establish itself in 
Tamil Nadu. There are two difficul¬ 
ties, however. First, the necessary 
I’ffort cannot be made without upset¬ 
ting the present friendly arrangement 
between it and the DMK. Of course, 
il the Congress(R) secures a comfort¬ 
able majority in the Lok Sabha, as ap¬ 
pears likely. It may be better placed 
than before to do without the support 
of the DMK MPs should its political 
strategy in Tamil Nadu make this 
necessary. Second, there Ts the ques¬ 
tion of the avenues immediately avail¬ 
able to the party to rehabilitate itself. 

In the normal course, there would 
have been the State Assembly elec¬ 
tions next year. But now the party 
has to wait five years for them. Of 
course, there are the local bodies in 
the urban or rural areas and the co- 
operatives. But, as the DMK’s eaeperi- 
ence has shown, it is fiar easier to 
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capture power at the top then 
penetrate downwards than to >uild a 
political support structure from bottom 
upwards. 

The Election 

Sour Tasto of Domooracy 

A Correspondent writes: 

TUE CP1(M-L} had called on people 
all over the country, and in West Ben- 
j;al particularly, to boycott the election. 
The party has yet to give us the bene¬ 
fit uf its reaction to the outcome of the 
election. However, leaders of certain 
other parties have beaten the Naxalites 
to it in decrying the election as a hoax. 
These leaders, interestingly enough, be¬ 
long to the very parties which had been 
most concerned in their election pro¬ 
paganda with **saving'' democracy. 

Speaking in New Delhi on Thursday 
the Congress(O) President, S Nijalin- 
gappa, declared that the results an¬ 
nounced so far were totally unbeliev¬ 
able. *'Those certain of winning have 
been defeated” he complained and 
wont on to doubt whether the elections 
had been at all “straight”. Taking up 
the refrain, C Rajagopalachari said in 
Madras the next day that he did not 
consider the election in Tamil Nadu 
“an election at all”. In his opinion, 
democracy had been “fatally wounded 
by this unscrupulously hustled mid¬ 
term election”. 

The election has, it is true, dealt 
another grievous blow to Rajagopala- 
chari’s wholly exaggerated reputation 
for political wisdom and the party he 
founded stands in danger of being vir¬ 
tually wiped off the country's political 
map. In Tamil Nadu, Rajaji had joined 
hands with the DMK in 1967. It did 
not take him quite four years to realise 
the*folly*of this course. In this elec¬ 
tion he teamed up with the Congress(O) 
in the misadventure to defeat the DMK. 
No less significant than the fate of the 
endeavour is the fact that in its pur¬ 
suit Rajagopalachari and Kamaraj did 
not hesitate to drag caste and religion 
into their election campaign. The so- 
called Salem incident involving the 
Dravida Ka^iagam was used to portray 
the DMK as an anti-religious and anti- 
Hindu party. Rajaji also exploited to 
the full his caste influence among Brah¬ 
mins. After a campaign that was con¬ 
ducted at this level, it hardly lies in 
Rajagopaladiari's odouth to raise ques¬ 
tions about democratic propriety or to 
cast doubts on t^ fairness of the elec- 
ttou. 

‘ DejKrvfl[ig of being dubbed together 


with the comments of NiJaUngappa and 
Rajagopalachari are the anties of Bak- 
shi Ghulam Mohammed, the Cong- 
ress(R) candidate for the Lok SaMia 
from Kashmir. After the first phase of 
counting of votes had gone in favour of 
his opponent, Shamim Ahmed Shamim, 
an Independent candidate backed by 
Sheikh Abdullah^and the outlawed Ple¬ 
biscite Front, Bakshi Ghulam Moham¬ 
med, according to newspaper reports, 
held up the progress of counting by rais¬ 
ing various objections. These efforts 
having failed, he is now credited with 
the intention of exerting political pressure 
on the Congress(R)’s central leadership 
with a view to getting a repoll ordered 
in the constituency. It is not clear on 
what grounds a repoll can be orderd or 
how the Central Government can over¬ 
ride the Election Commission In this 
matter. But such niceties of democra¬ 
tic procedure are unlikely to prevent 
Bakshi Ghulam Mohammed from pur¬ 
suing his efforts. 

The fact tliat his opponent has been 
supported by the Plebiscite Front and 
Sheikh Abdullah has been used by 
Bakshi Ghulam Mohammed to portray 
the election as a tussle between pro- 
India forces and secessionists. His real 
argument for a repoll will be no doubt 
that secessionists cannot be allowed, 
though Shainin's victory, to gain a foot¬ 
hold in the Lok Sabha. This smacks of 
the kind of political blackmail that 
Bakshi Ghulam Mohammed and other 
Kashmiri politicians of his kind have for 
two decades practised for their personal 
benefit. In the overall arithmetic of 
power in the bok Sabha the loss of a 
single seat from Kashmir can make no 
difference to the Congress(R). On the 
other hand, if the verdict of the voters 
of Srinagar is respected, it will go at 
least some way in building up faith in 
the working of democratic processes In 
Kaslunir. 

Industry 

Limitod Recovery 

A STUDY by the Department of Statis¬ 
tics of the Reserve Bank, published in 
the January 1971 issue of the Bank's 
Bulletin, brings into focus the state of 
industiy during the first half of 1970. 
This it does by means of a questjonnaiie 
survey of industrial units. The advan¬ 
tages of this method are obvious: it 
gives flesh to the skeleton of production 
data, throws light on the factors govern¬ 
ing the level of production in different 
industries And can be used to forecast 
likely trends in industrial output in the 
short period. 



Of 209 ocmpaiiies 
companies responded to the 
naire. These covered in all 197 Indus**, 
trial unib (10 in basic industries, 100 M 
engineering, 59 in chemicals, and 28 
other industries). 

As regards changes in value of pith 
duction, of 189 units responding, 147 
(10 in basic industries, 71 in engineer¬ 
ing, 46 in chemicals and 20 in Others) 
reiH)rted an increase in production, 41 
(25 in engineering, 8 in chemicals and 
8 in others) reported a decrease in i»o- 
duction, and 1 engineering unit reported 
no change in production in relation to 
the corresponding period of the previous 
year. As regards sales, of 184 units res¬ 
ponding, 140 reported increase, 43 de¬ 
crease and 1 no change. In respect of 
exports, of 129 units responding, 79 re¬ 
ported increase, 31 decrease and 9 no 
change. Of 134 units reporting, 94 re¬ 
ported increase in orders in hand, 30 
decrease and 10 no change. Clearly, 
this situation (existing at the end of the 
period under survey) would be a major 
factor in the performance of the units 
in the next six months. 

Of 197 units reporting, 105 were not 
satisfied with the rate of production, 
and of these 76 (55 of them in engin- 
tH^ring) felt that they could increase pro¬ 
duction by more than 25 per cent The 
main reason given for unsatisfactory 
production was shortage of raw mate¬ 
rials. Surprisingly, of those 197 units, 
137 had no programme to expand capa¬ 
city during the next six months (July- 
Diicember 1970). Yet 139 units felt that 
the situation was changfaag for the bet¬ 
ter both for industry in general and for 
their products specifically. Going pure¬ 
ly by the intention survey, of 189 units 
responding, as many as 113 expected an 
increase in production (77 of them of 
upto 25 per cent) during July-Oeoem- 
ber 1970. Of 190 luiits, 118 expected 
an increase in sales, 77 of them upto 
25 per cent. 

The Survey clearly brings out the 
limited nature of the industrial recove¬ 
ry. Not only are production and sales 
picking up too slowly, but there is little 
optimism among managements, as re¬ 
flected in expansion plans. Most of the 
units in engineering and chemical indus¬ 
tries have complained of shortage of raw 
mateiials. Surely, it should have been 
possible to meet this situation by a time¬ 
ly policy of more liberal Imports. The 
survey does bring out the need for an 
efificient raw materials bank for indus¬ 
try. The State Trading Corporation 
should be put on the job of woridng out 
an arrangement to meet this problem 
expeditiously. 
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BUSINESS 


No Taste for Competition 


THfi Idll-ollt fi-om the Tariff Commis¬ 
sion's report on prices of rayon tyiJi 
yarn, cord and fabric is likely to be 
much wider than suggested by the first 
round of sparring between the Coveni 
ment and rayon spiimcrs. With the elec 
tions out of the way, it should he pos¬ 
sible now to consider the issues involv¬ 
ed in rational economic tcims. 

There an* three major producers of 
rayon tyre material — National Hayon, 
Gwalior Itayoti and Shri Rani Rayon of 
Ck'lhi Cloth Mills. Their total installed 
capacity for tyre material is 17,400 
tonnes per year of which, according to 
the producers, only 80 per cent was 
being used in 1970. The prospects of 
the capacity being more fully utilised in 
1971 are not particularly bright. 

Rayon tyre material accounts for 
about 40 per cent of the cost of pro¬ 
duction of automobile tyre.s. As in other 
uses, rayon tyre material is meeting with 
increasing competition fiom nylon and 
polyester. The weight-wise require* 
ment of these materials is only half of 
rayon tyre material in tyre snanufac- 
ture. In fact, for heavy-duty tyres n>- 
loii/polycstcr are preferred materials. 
However, there is only one nylon cord 
manufacturer at pres(‘nt and nylon cord 
is imported against entitlements. More¬ 
over, the iiriec difference between rayon 
and nylon tyre material still gives the 
edge to rayon tyie material. It cannot 
be argued — as rayon pioducers are 
doing by implication — that lower ray¬ 
on prices will plact^ ra>on tyic mate¬ 
rial at a disadvantage vis-a-vtJi nylon 
and polyester. 

Hayon producers bad been pushing 
up prici^s to exploit their temporary ad¬ 
vantage and it was this attempt that led 
the Government in 1968 to refer the 
whole issue of prices of aitificial fibres 
for a comprehensive inquiry by the Ta¬ 
riff Commission. The Tariff Commis¬ 
sion's findings, which have been just 
published, were based on a cx)st inquiry 
done in 1967. Tlie Commission recom¬ 
mended prices for rayon tyre niateiial 
which were al)Out 15 to 20 per cent 
lower than those prevailing then. 

The Tariff Commission's Report marks 
some innovations which need notice. 
First, the retuni on capital allowed is 
10 per cent — against the norm of 12 
per cent which governed its lecora- 
mendations in the fifties. This is whol¬ 
ly logical since ideas on interest rates 
have been revised radically in the six¬ 


ties. Moreovi-r, some industries — artifi¬ 
cial fibres among them — have traditio¬ 
nally had higher returns, a fact which the 
Tariff Commission had so far failed to 
recognise. 

Second, the Tariff Commission allowed 
for a return of 16 per cent net of cer¬ 
tain items like managing agents' remu¬ 
neration (so long as the system was in 
force) and bonus to labour. In the past 
these items were to be met from the 
net return allowed; now they are being 
treated as cost. 

Third, the Tariff Commission recom- 
m<-iKl<*d a gradual reduction in prices 
UV(‘l thiee years — 1960 to 1971. The 
(;()vcininent has at one step moved in 
1971 to the prices recommended by the 
Coiuinission lor 1971. The rayon ma- 
nulaetuiers c.m hardly complain about 
this (though in fact they have), since 
it only means that they were able to 
get away in 1969 and 1970 with much 
higher prices than tlmsc recommended 
liy the Commission! 

The publication of the Commission’s 
leconiineiidatiijns has predictably evok¬ 
ed protests from the industry. The in 
dustry has argued that the prices re¬ 
commended by the Commission are 
l)ased on cost calculations assuming 100 
per cent utilisation of capacity when in 
tact (present and pro.spcctive) capacity 
utilisation is just 80 per cent. How¬ 
ever, how much capacity to set up is 
a manufactun-r’s decision and it is not 
clear how rayon manufacturers can ex¬ 
pect consumers to pay for their faulty 
jiidgnieiit — or to insulate them from 
the consequences of competition. It is 
also not clear how a higher price is 
supposed to lead to greater utilisation 
of capacity. 

Rayon material prices are not low in 
India. Even the Tariff Commission's 
recommendations allow rayon producer? 
prices which are almost double the in¬ 
ternational prices. It is in this context 
that the irrationality of the industry’s 
demand for higher prices — to allow 
(or partial utilisation of capacity and a 
30 to 33 pt*r cent return — has to be 
stnm. There are few compulsions to 
ecxinomic production under a cost-plus 
system — and, as a recent take-over in 
the industry brougHt out, too many 
temptations for fudging costs. In the 
past, the Tariff Ckimmission accepted 
the principle of lowe^ returns for high- 
cost producers, as in the case of the 
cement industry. If competition is not 


to iniluence price-detenzdnation, it is 
n('C(*ssury that other means for promot¬ 
ing efficient production are devised. Yhe 
Tuiiff Commission has still to find a for¬ 
mula to tmsure this; in the meanwhile, 
we must he satisfied with the Commis¬ 
sion’s mechanical ctzst-plus formulas to 
regulate prices. 

Government Cash Balances 

Helping Out the Reserve Bank 

A PHENOMENON which has been 
confusing monetary analysts for some¬ 
time now is the steady increase in the 
cash balances of the Central Govern¬ 
ment with the Reserve Bank. These 
balances rose from Rs 52 crores as on 
December 4, 1970 to Rs 153 crores on 
Dcccmlx^r 11 and further to Rs 356 
crores on January 15, 1971 (See Table). 
While there has been some decline 
since then, the cash balances have stay¬ 
ed at level.s never before attained in the 
last 15 years or so. 'I’his trend is apt 
to Cl cate some confusion in the niinds 
ol those who know (a) that cash balan¬ 
ces kept with the Reserve Bank earn no 
inleiest at till; (b) that these balances 
riMi only' at very rare inh'rvals, i e, when 
there is a (aster increase in C>uvernnienl 
levcnues than in payments, as happens 
when advance tax payments are made 
at th<j end of each quarter or when the 
resources position of the Governinenl 
receives a temporary boost owing to in¬ 
ternal or external borrowing; and (e) 
that it is unwise for the Government to 
indulge in the luxury of keeping surplus 
cash with the Reserve Bank when it 
could use the surplus to repay its 
short-term borrowings from the Bank 
and thereby reduce its interest burden. 

However, keeping of large cash ba¬ 
lances with the RBI, i o, over and 
above the conventional minimum of Hs 
50 crores, i.s not something new. In 
lact, for well over nine years until 
1952-53, and at intervals in 1953-54 and 
1954-55, cash balances of Central Gov¬ 
ernment had remained at the high le¬ 
vels at which they are now. In those 
years, however, the Government did not 
have the option of reducing its short¬ 
term obligations to tlie(!i Reserve Bank 
for the simple reason that these obliga¬ 
tions did not exist or were very insig¬ 
nificant. In fact, it was only from 
19S1-55 that the Government bod to 
go to the Reserve Bank for short-^erm 
accammodation an increasiag scale to 
meet the growing development expen¬ 
diture under the Five-Year Plans. Tliis 
boiTowlng took the. feim of sales of 
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ad. hoc treasury bills to the Reserve 
Bank. The interest rate on these bills 
is now 3.5 per cent per annum. 

As ■ Is well known, Central Govern¬ 
ment budgets have been turning out 
di^ficits year^aftcr year and these have 
been covered largely by sale of ad Hoc 
treasury bills to Reserve Bank — the 
scope for drawing dovm cash balances 
with the Reserve Bank having been ini- 
nitnal. From time to time these trea¬ 
sury bills are funded into long-term 
debt so as to bring down the share of 
floating debt in the total debt of the 
Government. Such funding operations 
increase the interest burden to the Gov¬ 
ernment since long-term loans cany a 
higher rate of interest than treasury 
hills. Whenever the cash balances with 
the Reserve Dank remained appreciably 
above the conventional minimum, it 
used to be the practice to draw down 
these balances and reduce the short¬ 
term debt. Since I3eoember 11, 1970, 
however, the balances have been allow¬ 
ed to remain at veiy high levels even 
though the Government could have uti¬ 
lised these funds for cancellation of 
outstanding ad hoc treasury hills. 

Why has the Government not thought 
it fit to lighten its interest burden by 
using the surplus cash to reduce its out¬ 
standing shoit-tcrrn debt? It might be 
argued that the interest burden nectl 
not concern the Coveininent too much 
since what it pays to the Reserve Bank 
l)y way of interest is after all received 
bark in the shape of the RBI’s profits. 
But then, if this were a valid considera¬ 
tion, the Government need not, in the 
past, have resorted to the procedure of 
cancellation of ad hoes whenever the 
cash balances were plentiful. Obvious¬ 
ly, a situation has arisen which prevents 
the Central Goveniment from utilising 
the cash balances for reducing the Re¬ 
serve Bank's holdings of ad hi>c trea¬ 
sury bills. What t^xactly is this situ¬ 
ation? 

It is common knowledge that the sup¬ 
ply of notes by the Reserve Bank has 
been rapidly on the increase in recent 
months. This has been due partly to 
the inevitable expansion of currency in 
the busy season and partly to the 
absence of a noticeable contraction of 
credit in the last slack season. The 
issue of notes by the RBI has to be 
always against certain acceptable as¬ 
sets. These are gold coin and bullion, 
foreign securities, rupee coin, Govem- 
Oient of jhidia rupee securities and such 
bills of exchange and promissory notes 
payable in indta as are eligible for pur- 
eShase by the Reserve Bank. The Gov- 
en^ent of India rupee securities can 


be securities of any maturity induding 
the ad hoc treasury bills sold to the 
Reserve Bank or treasury bills sold to 
the public but redi.scounted by the RBI. 

Although the Issue Department of 
the Re.serve Bank is the issuing autho¬ 
rity, the actual i.ssue of notes to the 
public is effected through the Banking 
Department uhich gets its requirements 


of notes from the Issue Department 
exchange for assets acceptable to Rie 
Issue Department. The assets whidb 
figure prominently In the Banking De^ 
partment are the borrowings of die 
commercial and State co-operative banks 
and the State goveninients which would 
not be acceptable as assets in the Issue 
Department. The Banking Department, 


INTERMTIOIAL FAIRS AID EINIIITIOU 
AllilAB 

APRINBRE, 1171. 

Indian Exhibition, 

Jeddah (Saudi Arabia), 

—May, 1971. 

5th British Columbia International 
Trade Fair, 

Vancouver (Canada) 

—June 2-12, 1971. 

Swedish International Trade Fair, 

Gothenburg (Sweden) 

—May 7-16, 1971. 

Tokyo International Trade Fair, 
Tokyo (Japan) 

—April 16 to May 5, 1971. 

Budapest International Fair, 

Budapest (Hungary) 

— May 21 to May 31, 1971 

Intending participants may write for details 
(separately for each event) to: 

Director of Exhibitions, 

Ministry of Foreign Trade, 

Government of India, 

Udyog Bhavan, 

Maulana Azad Road, 

New DeIhi-11. 

--davp Tonoi- 
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Table: Mijvements in Seijcci’ed Assets and Liahiliiies of the Banking 
Department of the Reserve Bank 


(Rs crores) 



Deposits of 

Central 

Government 

Loans and 

Advances to 

Balances Held 
Abroad 

Bills Purchased 
and Discounted 

Investments 

CoinnuTcial 

Banks 

State Co¬ 
operative 
Banks 

Decvmbt’r 4, 1970 

52 

150 

312 

111 

18 

111 

11 

153 

208 

314 

102 

23 

103 

18 

280 

326- 

316 

109 

29 

107 

25 

279 

302 

318 

106 

38 

102 

Januaiy 1, 1971 

264 

351 

327 

94 

19 

109 

8 

;350 

375 

322 

110 

18 

116 

15 

356 

378 

321 

103 

10 

113 

22 

280 

356 

319 

109 

13 

107 

29 

25fl 

349 

317 

114 

8 

114 

Febniaiy 5, 1971 

280 

369 

319 

99 

0 

109 

12 

299 

394 

318 

89 

6 

108 

19 

308 

385 

315 

91 

16 

109 


therefore, has its choice rcstricbid to 
three heads “Balance's held abroad”, 
“Bills purchased and discounted” and 
“Investments”. Balances held abroad 
would intleed be acceptable to the Issue 
Department as eligible assess and they 
have been around Rs 90-100 crores for 
a long time now. But as these balances 
are held either as shoit-temi securities 
or as cash balances at various centres 
abroad, it is probably not considered 
feasible to transfer thtmi to the Issue 
Department in exchange for notes. The 
other item “Bills purchased and dis¬ 
counted” is not significant and offers 
hardly any scope for transfer. As foi 
“Investments*' in the Banking Depart¬ 
ment, these would be acceptcnl by the 
Issue Department only to the extent 
they are held as Government of India 
rupee securities or treasury bills. In • 
vestments in State Covemnunt securi¬ 
ties and shares and debentures do not 
/qualify for exchange against notes sup¬ 
plied by the Issue Department. Since 
these investments have remahied fairly 
steady around Rs 110 crores for some 
weeks now, obviously there seems to 
be no further scope for transfer from 
this head. The Banking Department 
thus seems to have come to the end of 
its tether as far as eligible assets an? 
concerned. 

In tlie meantime, the demand for 
notes from the RBI's constituents, 
mainly tlie banks and the State Govern¬ 
ments, IS on the increase and the Bank¬ 
ing Department has been scrounging 
for eligible assets. An asset that can be 
readily created is the ad hoc treasury 
bill. To enable the RBI to expand note 
issue, the Central Goveniment has ap* 


parcntly sold ad hoes, resulting in the 
substantial increase in its balances with 
th<! Reserve Bank. 

The interesting point here is that the 
O'litral Government which usually sells 
(id hoes to raise funds for itself is now 
obliged to do so to enable other consti¬ 
tuents of the RBI to get their require¬ 
ments of notes. In the process, an 
avoidable interest burden falls on the 
Central Government although this will 
be matched by an increase in profits ol 
the Reserve Bank. 

Cement 

‘Shortage’ at Lastl 


UNDER the protection of retention 
price and freight pool, cement manu* 
facturers have generally revelled in a 
sellers* market with cement production 
always slightly short of demand. In 
1968, when it appeared that supply was 
at last exceeding demand, they manag¬ 
ed to secure subsidised export in the 
name of 'cultivating an export market 
potential', and got the decision to end 
price control from January 1969 waiv¬ 
ed on the pretext that the more dist¬ 
ant markets within the country would 
suffer. Government was to reconsider 
the whole issue of decontrol, which 
predictably took long enough to allow 
another situation of cement shortage to 
develop by 1970. Price control, as be¬ 
fore on a cost-plus basis, will of course 
have to be continued in these changed 
circumstances. 

In 1970, production was one million 
tonnes short of demand. Yet rated 
capacity bad in the meantitne risea to 


16 million tonnes and while produc¬ 
tion rose by 4 lakh tonnes capadty 
utilisation declined. If supply then |ell 
so short of demand, was it because 
there was not sufficient attempt by 
producers at utilising the new capacity 
or because wagons were not easily avail¬ 
able? If it was the latter reason, ce¬ 
ment manufacturers certainly failed to 
protest overmuch during the year. 

With 18 million tonnes of produc¬ 
tion targeted for the end of th€ Fourth 
Plan (1973-74) there is now a great 
leeway to make up. Even if demand 
should rise as planned, it is doubtful 
that supply can rise to match it—^the 
cement manufacturers* new eagerness 
to expand notwithstanding. Cb^equ- 
ently, we can expect, over the next 
four to five years at any rate, a tight 
supply position with consequent guar¬ 
antee of adequate price maintenance. 
Nor can the Cement Corporation of In¬ 
dia—the public sector Corporation in¬ 
tended to fill in precisely these 'strate¬ 
gic* gaps between production and de¬ 
mand—ensure otherwise. Its progress 
has been too slow. Since the decision 
in 1966 to set up four units under It, 
only one (2-lakh tonne capacity) has 
just gone into production, the second 
(also 2 lakh tonnes) might do so in 
April, and the two other projects are 
yet to be seen through to implementa¬ 
tion. 

Meanwhile, both the Rajasthan gov¬ 
ernment and some major cement manu¬ 
facturers have started to put pressure 
on the Central Government. Evidently 
six projects for Rajasthan are awaiting 
clearance—^five of them in the private 
sector have been referred to the Mono¬ 
polies and Restrictive Trade Practices 
Board. The largest of these projects Is 
for a capacity of 3 lakh tonnes. Using 
the prevailing cement 'shortage* and 
the Geological Survey*s new finds of 
limestone and gypsum, the interested 
parties will now press for an early 
decision on these and perhape even for 
Government's use of its discretion to 
override MRTP's decision should it be 
unfavourable. 

And as in other chemicals, such as 
soda ash, Government is almost with¬ 
out an alternative, having"*foregone its 
options long ago, in 1969, when it fail¬ 
ed to take the economically sound 
course of decontrolling cement when 
it was in plentiful supply for the first 
time in decades. Expansion then would 
have taken its own logical course^ by 
1973-74, with units seeking to com¬ 
pete with one another and to capture 
the growing market under the Fourth 
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Research Projects in Universities 


I WISH to add a few lines to what 
Yogesh Atal has written about lesearch 
projects in universities (“Professionalisa- 
tion of Sociologists”, February 6, p 
431-3). 

Project directors are a distinct tribe 
now spreading fast in universities be¬ 
cause of the many agencies offering 
funds for research (in which the spon¬ 
sors are often not very much interest¬ 
ed). By virtue of their professorships 
or readerships — which is often a 
direct result of longevity rather than 
scholarship — university teachers wan¬ 
gle the funds, and that's about all most 
of them do to designate tliemselves 
“directors”. Some of them hold two or 
three pioject directorships at a time as 
this has bectjnie a status symbol in 
university circles. 

Each project usually has a project 
officer-in-charge with two or three pco- 
^^le to assist him. The officer, if be 
wants to survive in the profession, has 
to compete with the tradif.ma] Hindu 
owife in his b(^haviour and sense of duly 
so that the director is given the least or 
no botheration at all. He is after all a 
iMisy man, distinguished because he is 
all the tim(^ buzzing around other uni¬ 
versities and seminar avenues and ha.^ 
no time Icit to lecture to his own stu¬ 
dents I The project officer and his as¬ 
sistants nevertheless carry on the woik 
like loyal tenants in the agricul¬ 
tural setting. Neither his nor his 
assistants' names are normally men¬ 
tioned anywhere, not even in uni¬ 
versity handbooks. Note that their 
jobs in projects usually come as favours, 
so there is no room for complaint or 
pr^)test. .In the projects that I have 
looked after, I was given junior author¬ 
ship in the final reports since the direc¬ 
tors concerned did not have — or 1 
didn’t give — the trouble of writing 
eveTi the preface or the acknowledge¬ 
ment note. I stress that in all cases the 
junior authorships came to me as fa¬ 
vours, and not as something the direc¬ 
tors thought I deserved. “You may put 
your name also**, the director would 
say, "‘you see, I don't want to be an 
cj^tter like so-and-so". In return I 
was esqpocted to e^^ress deep gratitude 
for the "encouragement"* so kindly la- 
vishsd upon me, and accept his patron'* 
age most gladly and reverentially. Pith 
jeot 1^ ^ pby the role of 

aca^lEMlc' patrons. You see, they can 
offer fobs and even joint audkorshipsf 
I knew a director never knew the 


<;xact title ol his project till the final 
report was getting ready. He is a well 
kimwn name in the field; he has books 
which others think he has written. 
Worse still was another director who, 
occasionally feeling guilty at not doing 
anything for the project, used to re- 
wiite the first para of all the chaptcis 
that 1 wrote, copy out in his own hand- 
wiiting the rest ol the material and gel 
it typed again without my knowledge. 
Naturally he got tired of this self-impos¬ 
ed hard labour and gave up the game 
after some lime. He began resorting 
to such tactics when he felt that he was 
slipping in the esteem of his colleagues. 
In another project the director, in a 
tricky manner, asked me to send him 
the entile manuscript (in my handwrit¬ 
ing) after the mimeographed version 
was ready! I have never seen it there¬ 
after. I didn’t have the courage to ask 
for it, either. 

Fear of unemployment, insecurity 
and such otjicr factors make it difficult 
for people in mv position to protest 
against such gioss injusticM" and exploi¬ 
tation in the cool retreats of learning. 
(For the same reason, too, I hesitate to 
disclose my name here.) 

The extent of ghost-writing going on 
in our universities is not known to 
sponsoring agencies like the UGC, RFC 
and the ICSSR — or is it that thev 
wink at it? The newly-formed ICSSR 
would do well to make an indej^i'ndent 
inquiry into the working of the research 
projec ts it sponsors (but not by spon- 
soiing another project for the purpose!). 
It should not icly on its consultants or 
advisers because some of them are pro¬ 
fessionally directors ol the sort I have 
described above. It is such prof(\ssional 
directors who made it c'ompulsory for 
RPC project reports to prominently an- 
nouUct? in the published version that the 
"director's services were honorary”(!) 
Obviou^y it was meant to boost the 
value of the director’s services. Scjnie 
directors have reminded mo that they 
“don't get a pio for their trc^ublc”. Was 
there none with a sense of humour lo 
suggest thUt the note about directors’ 
services being honorary should read. 

“The director'.s services, if any -”? 

PDS 


Bombay, March 10 


Wttli—Itoyg* Cr»h _ ^ 

S L RAO has done well in pointing out 
the lessons from the Rolls-Royce crash 


(“^x^ssons ol the Rolls-Royce Crash", 
February 27, pp 525-6). But had facts 
that led to the crash been properly pr^ 
sented, Rao would have made his point 
clearer. The facts, as noted in the 
Survey of British and Commonwealth 
Affairs, Volume 4, No 25 (pp 1078-80) 
are as follows. 

The crash was actually no sudden 
siuprise. When in May 1970, the Annu¬ 
al Report of the Rolls-Royce company 
.showed that the development of tho 
promisetl aero-engine was proving more 
costly tfian anticipated, the Industrial 
Rc-oiganisalion Corporation undertook 
to lend Si 29 mn in two equal instal¬ 
ments. One of the instalments had been 
paid and the otlier was due to be paid 
in April 1971. RR’s financial statement 
for the first 21 weeks of 1970 was pub¬ 
lished 111 November 1970 and it showed 
a loss of £, 48.1 mn. At that time the 
British Covi’mnient announced, through 
its Miiiisier for Aviation, that govern¬ 
ment aid valued at £, 42 mn would be 
made available to RR to enable the 
company to honour its commitments to 
I.,ockheeds of the US. An additional 
sum ol £ 18 mn was arranged to be 
piovidod to RR through banks for the 
same purpose. 

rhe reason why the British Coveni- 
rnent .showetl so much concern for RR 
was obvious. The L,ockhecd contract 
was considered a national commitment 
with inteniational iamifications. It was 
(or 600 aeio-engincs to be supplied be- 
tv\'een 1971 and 1975 at a cost of £ 180 
mn. Allowing for spares and other re¬ 
quirements, the total order was expect- 
t (1 to be worth £ 1000 mu more over 
the years, 'llw' British Covemment 
lightly associated itself with such a 
huge contract. But something went 
wrong somcw’hcie and the launching 
costs began to swell from £ 65 mn to 
£135 mn. The aid of £42 mn from 
the British exchequer was 70 per cent 
of the original estimate of the preh'nii- 
iiary expense.^. For its part, RR gave 
some explanation of the difficulties it 
was facing. For the Lockheed air-bus, 
th<'. engine chosen was RB 211-22 and 
the RR had developed a special matc- 
li.il called Hyfil, a new variety of car¬ 
bon-rein forced plastics, for the fan 
blades. Wh<‘n the costs of developing 
Hyfil proved exorbitant, RR decided to 
revert to the titanium blades and this 
increased the weight of the engine, 
which in turn necessitated a change in 
design. 

S R Tikekah 

Bombay, March 9 
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CAPITAL VIEW 


The Job Ahead 

Romesh Thapar 


WHATEVER the result, massive man- 
tlatc or not-so-massive ^mandate, single 
party rule oi coalition situation, Right- 
isnt, Ceutiisin or Lt‘ftiMn, it is clear that 
tht; old statuM quo is not going to return. 
Ov'er this past sear, vve have been 
shaken up. Various balances have been 
upset. And teinpoiary adjustments and 
patch-ups aie beginning to teel the 
straui. Tlu' lul hoc or instant-solution 
approach can no longc-r sustain the fe- 
deial sinietuie. Strict priorities will 
have to be .sought il vvi* are not to get 
lost in the inaz<‘ ot pioblenis which are 
bound to find aiticulation following the 
elections. 

A certain amount of intormcd dis¬ 
cussion has begun in x^olitical circles 
about, and amuiuh these priorities. Ot 
course, tbeie is the usual all-pervading 
doubt about wliethei our present breed 
of i)oljticiaii.s is prepared to break away 
from manipulative activities. However, 


theie’s no harm in recording what are 
considered priority issues — a kind of 
commentary on the stirrings in the 
mind of thinking India. 

Let me recxiunt: 

(1) Ensure that the notoriously t'or- 
riipt and incomi>etent are denied 
positions of ministerial power. 

(2) Tnj<*ct into every ministry, at a 
.seniority above the administra¬ 
tive Secretary, an appropriate ex- 
peit, with ministerial rank but 
without parliamentary represen¬ 
tation, to advise the Minister on 
decision.s and to ensure a solid 
follow-through. 

(3) Establish more effective and 
meaningful subcommittees of the 
Cabinet ami end the rule of a 
cabal of elders. 

(4) Relieve the Prime Minister of all 
portfolios, while retaining a reor¬ 


ganised Intelligence Service, and 
provide an adequately staffed 
Secretariat to handle die complex 
tasks of co-ordination and per¬ 
spective direction. 

(5) Delegate the financial powers, 
now vested in the Ministry of 
Finance, to the various Union 
Ministries and, through them, to 
the autonomous colorations 
under the ministries, basing ac¬ 
countability on annual perform¬ 
ance and leaving corrections to 
the initiative of galvanised execu¬ 
tive teams. 

(6) Organise a Ministry of Science 
and Technology which would 
embrace the duplicative and, at 
present, secretive ordnance capa¬ 
city in the tx)untr>', into which 
considerable resources are being 
Iioured and over which little pro¬ 
fessional control exists. 

(7) Constitute a committee of parlia¬ 
mentarians to look into the sys¬ 
tems adopted by both Houses 
with a view to ending demoralis- 
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wg intorventiops and making 
better use of the time of the 
MPs. 

(8) Strengthen and reorganise the 
procedures for handling the vast 
personnel problems of the Gov¬ 
ernment of India, in order to 
break the present nepotism which 
denies real talent its opportuni¬ 
ties and persuades politicians to 
misuse vital areas of public acti¬ 
vity, 

(9) Create a co-operating cell of able 
and dedicated men in the Cabi¬ 
net Secretariat to break the x>ara- 
lysis which results from infight¬ 
ing among ministries and to spark 
a rigorous follow-through of 
commitments. 

(10) Hestruclure and restaff the Plan- 


MARKETS 


THE credit squeeze is beginning to 
yield results. Mills, the textile trade, 
and cotton traders, are now feeling the 
/ull pinch of the various credit curbs 
enforced by the Reserve Bank. The 
sjieculative demand for cloth and cotton 
has shrunk considerably, and many have 
had to pay dearly for carrying large 
stocks of high-priced goods. Nobody 
need have any sympathy for speculators 
who thrive on scarcity. 

The rally in cotton has begun to 
peter out. Prices, which had moved up 
by Rs 300 to Rs 450 a candy from 
their February low levels, have now re* 
ceded by Rs 100 to Rs 150. The softer 
tendency is attributable to reduced spin¬ 
ner inquiry because of the easier ad¬ 
vices from the piecegoods market and 
satisfactory supply of cotton. Hoarded 
stocks are now being gradually released. 
With the speculative IxKJm petering out, 
estimates of the cottou cn^ have been 
revised upward. There are not a few 
who think that the crop mi^t not be 
less than 54 to 55 lakh bales; at one 
tfme, the crop had bt^en talked down 
to 49 to 50 lakh bales. Apart from the 
improved Mow of arrivals with the 
clnsige in sentiment, fairly large quanti¬ 
ties of, foreign cotton will be arriving 
iP the csoming weeks. Out die total 
quolla 4if 7.75 lalch hales, not even two 
)4kh bales have reached the country so 

Winstila. jNronrying the cotton mill in^ 
dui^ tnoft at proser^ is the financial 


ning CommissioD so that it can 
truly be the brain of the GOl 
in the major fields of activity — 
a reform which alone can under¬ 
pin the attack on India’s poverty. 

Sinct^ ten-point programmes are po¬ 
pular, it is best to stop at this stage! 
Tht^ above i>oints provide a solid one 
> ear’s work. They will have widespread 
repercussions the moment implementa¬ 
tion begins. Maybe, incompetent mi¬ 
nisters will be thrown out. Square pegs 
might be pulled out of round holes. 
The initiatives of individuals and groups 
could be unleashed within a new frame 
of perspectives. 

This way — otherwise! — there can 
be no denying that 1971 is slated to I>c 
a decisive year. . . . 

March 0 


sti'ingcmcy created by restrictions on ad¬ 
vances against cloth and yarn and cot¬ 
ton. The iiiflustry has drawn the at¬ 
tention of the Reserve Bank authorities 
to the harsh impact of the credit squeeze 
whi^'h is saiil to have placed many mills 
in an awkward position, several of them 
finding it difficult even to pay wages 
for the current month. The industry has 
gone to the extent of warning that, un¬ 
less the status quo ante is restored im¬ 
mediately, a serious situation would de¬ 
velop, resulting in loss of production 
and more unemployment. Credit curbs 
are not intended to hurt production; 
they are designed essentially to discou¬ 
rage holding/hoardtng of stocks, be ft 
cotton or cloth or yarn, so that the 
shortage does not get accentuated to 
exert an imdue pressure on prices. If 
credit curbs are found to hurt normal 
production, they will need to be re¬ 
laxed after a careful assessment of their 
impact. Nothing should be allowed to 
interfere with production. For increas¬ 
ed production alone can help keep in- 
fiatipo^ pressures under check. 

Irregular Trend 

BULLS did not miss the opportunity 
provided by the reduced fiow of sup¬ 
plies at most centres because of the 
trade’s preoccupation With the mid-term 
electtons and the approaching "holi* 
fesrival. They lent renewed support to 
castor and linseed futures. And, as 


prices rose, bears rushed for ooveTt 
giving a further push to the rising 
trend. Castor April were mnpr lr yj |||| 
from Rs 139.50 to Rs 143.87, and lin¬ 
seed April from Rs 158 to Rs 16250 
per quintal. At their last week’s highs, 
these contracts stood almost halfway 
lK>twecn their January highs — the 
liighest for the current season — and 
February lows. Sentiment was aided 
by the relatively small discount at 
which trading in new jpositions Oune 
for castor and July for linseed) com¬ 
menced. The recovery in futures did 
rjot, however, have any noticeable ef¬ 
fect on castor oil and linseed nil prices 
which held quietly steady around Rs 
3,575 and Rs 3,725 (per tonne), res¬ 
pectively; this is attributable to the rea¬ 
sonably satisfactory supply position and 
the somewhat slack offtake. 

Groundnut oil prices displayed a 
firmer tendency earlier in the week, with 
the spot quotation marked up to Its 
4,600 per tonne, which is only Rs 73 
below the highest level reached this 
season. Later, however, prices develop¬ 
ed an easier tendency and the ‘spot quo¬ 
tation was marked down to Rs 4,420. 
Vanaspati manufacturers w'ho have been 
the main support for the market have 
now tiinied cautious because, while there 
IS to be no change in vanaspati pri¬ 
ces for another fortnight, the use of 
cheaper soyabean oil has been reduced 
by five per cent to nine per cent, de¬ 
pending on the zone. • On the basis of 
the prevailing prices of groundnut oil 
and vanaspati, manufacturers are un¬ 
able to recover their fijl cost Accord¬ 
ing to industry’s spokesmen, working 
parity will not be restored unless 
groundnut oil becomes cheaper by about 
Rs 150 a tonne; the other alternative is 
larger use of soyabean oil and/or a riic 
in vanaspati prices. 

The second round of winter riins in 
northern India seems to have improved 
the rabi crop prospects. The movement 
of the rabi crop will start picking up 
after the ‘holi’ festival. One can look 
forward to satisfactory supply of oils in 
the weeks ahead. This should have a 
salutary effect on prices. It is to l>e 
hoped that the new Government will be 
in a position to deal with the disturb¬ 
ing price situation moie effectively. 


Agolnging Dullness 

IT has been yet another week of ago¬ 
nising dullness for the stock market 
Activity dwindled to a trickle under the 
x^estroining influence of mid-term poU 
uncertainties. Interest tended to be 
very sdective, widi price movementi in 


Effective Curbs 

Nishtar 
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individual serins guided by special con- hat the stork market’s initial reaction 
siderations. The corporate neW'', being has been rather cold. Equity prices have 
scanty and of a mixed nature, had no not scored any worthwhile gains; they 
noticeable impact on the geneial mar- have merely he ld steady. But one can 
ket sentiment. Scarcity of offerings and scaicely Maine the market for its lack 
precautionary bear covering impaited a i)f enthusiasm. If the new Government 
steadier tone to the market. Excepting headed h\ Indira Gandhi were to im- 
a few counters, net changes over the pl<*rnent the pn^nises contained in the 
week wiTe confined within nairow li- party’s election manifesto, it c'ould have 
mils. a fai-leaching impact on th(‘. stock mar- 

Eleclion results announced till ihi* ket — not altogether favourable i>ei- 
time of v\’riliTig point to a clear majori- haps. It is doubtful whether the stock 
ty for Indira Gandhi’s party. The pros- market would like to make a big move 
peet of a stable goveniineiit is pleasing before the Central budget. 

COMPANIES 

Expanding with the Market 

Hansavivek 

MAHINPRA AND MAIIINDRA has an held with financial institutions to aug- 
industiial licenc<* for the manufacture of inent the company’s financial resources. 
25,000 vehicles per annum. Its present The dii<"ctois are confident that these 
capacity is 10,000 vehicles and during will finctifv soon and will enable the 
1969-70 it produced 10,168 vehicles. coinpain to enlaige its activities consi- 
Demand in the home as well as in the deiably in luture years. They are also 
overseas markets is on the rise and is ('onfident tliat adeiiuate returns on the 
cxpeclffd to reach 25,000 units over the funds that become available iind<*r this 


In addition, 8,700 tonnes of steeli va¬ 
lued at Rs 83 lakhs, were exported 
against orders placed directly on the 
company. The division obtained a sub¬ 
stantia] share of the steel import busi¬ 
ness, with import shipments amounting 
to 1,12,000 tonnes. Sales of alloy and 
special steel aggregated 24,177 tonnes. 
The machine-tool division showed con¬ 
siderable improvtmient in orders for in¬ 
digenous as well as imported machine- 
tools, The, iiistniinentation division had 
an intake oi orders at Rs 110 lakhs and 
invoicing at Rs 86 lakhs, compared to 
Rs 97 lakhs and Rs 69 lakhs, respective¬ 
ly, in the previous year. A miniature 
transmitter, developed indigenously, is 
under production. This new instrument 
will open new markets in the chemicals, 
petrochemicals and fertiliser process In¬ 
dustries. Th(! pyrometric equipment is 
now accepted as a standard equipment, 
and its production is to be stepped up. 
The electronic division is setting up ma¬ 
nufacturing facilities for professional 
grade electronic components at Nasik 
with financial assistance from SICOM 
imcler its new package scheme of incen¬ 
tives. The Bombay unit is proceeding 
with tlic manufacture and assembly of 
military equipment against orders on ’ 


next five to six years — as assessed by 
the Development (’ouncil for Antomo- 
l)ile.s and the Planning Commission. 
Other activities of th<‘ compiuiy also 
show prosnise of growth. Part f»f the 
additional finance required for the mas¬ 
sive expansion is to be secured as a 
result of the proposed amalgamation of 
Union Bank of India Ttd with M and 
M. It is estimated that Rs 2.70 crores, 
out of Rs 3.10 erores leci'ived by the 
erstwhile banking company by way of 
compensation from Covernim nt, will be 
available to the company in exchange for 
equity shares and conviTtihle bonds 
carrying interest at 8 per cent per 
annum. The proposed conversion ratio 
Is one equity share of Rs 10 ('ach and 
one bond of Rs 6 each for every two 
shares of UBI of the paid-up value of 
Rs 5 each. At the end of 5 years, 
these bonds will be convertible into 
shares (3 shares for every 10 l>onds) at 
the option of the holders. The company 
will leservc the right to ' exercise the 
option to redeem the Ixmds at any time 
between 8 and 12 yeais from the date 
of issue. The scheme is expected to 
come into effect from May 1, 1971 — 
from which date the shares and the 
bonds will rank for dividend and inte¬ 
rest respectively. The proposal is sub¬ 
ject to the sanction of the High Court 
and, if necessary, also of the Central 
Government. Negotiations are also being 


scheme can be earned. 

During the year, the company sold 
10,008 units of jeep vcdiicle.s against 
9,303 in the y<‘ar before. Four con- 
tiacts foi export of 3,304 vehicles to¬ 
gether with a coire.sponding supply of 
Nl)arc paits were concluded. Tliesc con- 
Iraets were mainly for export to Yugos¬ 
lavia and Iiidimesia, again.st which 
1,050 vehicles and spares have been 
shipped. In addition, 947 vehicles and 
spare parts wen- exported to Ceylon, 
Nigi ria, Singapore, Philippines, Indone¬ 
sia and Yugo.slavia against orders book¬ 
ed in the previous yeai. Sales of spare 
parts in the home market were al.so at 
a satisfactoiy level. Rising co.sts and 
shortage of law materials notwithstand¬ 
ing, M and M was able to increase its 
iiuoiuc and earnings. During the first 
quarter of the cunent year, offtake of 
jeep vehicles was about 21 per cent 
ahead of the corresponding period last 
year, while inodiiction was about 12.5 
per cent better. 'This progress is likely to 
be maintained during the rest of the 
year. 

With restrictions on the export of bil- 
lf‘t$ and hot rolled sheets and structurals 
and round bars, M and M’s steel export 
lousiness has been affected. About 60,000 
tonnes pf raffs valued at Bs 4.16 crores, 
ho>vever« were exported against orders 
placed on mills through the company. 


hand. Applications have also been sub¬ 
mitted to Government for manufacture 
of various items of industrial electronic 
eilin’i^inent based on indigenous know- 
fiow. Th<? agro-aviah’on division cover¬ 
ed one lakh acre.s in various States du¬ 
ring the half-year and has sprayed 
anothiT one lakh acres m the current 
year. 

Among the subsidiaries, Mahindra 
Owen undertook development of several 
new products, such as the 45 kilolitre 
oil tanker, heavy trailers of the range of 
70-100 tonnes and the recovery gear. 
Mahindra Sintered Products has set up 
the nucleu,s of a n^search and develop¬ 
ment .section as an entirely separate unit 
to keep abreast of the rapid advances 
taking place in the field of powder me* 
tallurgy. Indian National Diesel Engine 
suffered bigger losses as it had to stop 
manufacturing programme of both air 
and water cooled engines owing to a 
sudden slump in the diesel engine mar¬ 
ket. Production has been resumed, 
however, w4th the market showing 
signs of revival. Mahindra Electro- 
Chemical Products’ M-seal cable joint¬ 
ing Idts, M-seal epoxy base compounds 
and Dobesive epoxy adhesive are now 
well established in the Indian maiket. 

RECKITT AND COLMAN OF JNDIA^u 
board has appointed its chiiraian^ A K 
Sen, as .Economic Adviser to the cdm* 
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P9aasK'M^ eoHPkoiviii^ 

100 ^ 1 ^'^$^^ Rs l,80a witii at motcHr ^ 
car for hia n§^ the company payini^for 
all expanses of, and inddaotl^ to, tbe 
Jiuifidii^ and auiotenai^ plu9 

medical expenses for.^})iift and ^ .wtfe, 
mbfed to a nuudmam p£ Ba 6AOO Ipr 
thiec years* In -bis amiual ^tena^ 
Sen eommenta. ^hat ^^gaowbig Goiweti- 
tidn to ottc prodncjis*^ poses new diallenv 
gcs and tb^ steps are being taken to 
strengtlien the management by stream¬ 
lining the ofganisaticm and by cbnUmi- 
ing tu utilise modem management tech- 
nirpies. Meanwhile, total remuneration 
including esdmated cost of perquisites 
and excluding provision for giatuitjr 
paid/payable to wbole-rtiiiie, and other 
directors at . Rg. 6,2^2SS9 r in 10S&> 
70, against Hs 1,73,843 previously. 
The prevlou!^ year s figures as 
shown in the table represent RCTs re¬ 
sults alone and do not cover operations 
of Atlantis (East) — amalgamated with 
HCI from May 1, 1969 — for 0 months 
to April 30, 1969. These figures are, 

, ^crefore, ncU strictly comparable. For 
a truer comparison, the 1968-68 figures 
of sales and other income Aoidd he 
taken at Bs 635 lakhs, profit before tax 


and deiMopinenl-relMdiiy^^ Rt 84 laUhv. 
The company is engapedin dfvme fields 
as hoiifebold pe^j^ygl^ iptnwaeeu- 
ti^ and todetrffet^lfow^^l^^ 
ulhramaiine blue. Break-up ol-saiea aged 
earnings to respect ol aadi .of these ao 
tivitles are not given ,to tbe r^oct, so 
that sharebolders aie i»et,^iible to gat a 
clear picture of the otoipany s perform¬ 
ance in dtfferexrt fields. Aji industrial 
licence covering three neiv projects, viz, 
soluble analgesics, PCMX, and chocx>- 
late laxatives, has been received, but 
certain '‘clarifications” are required. Mo¬ 
dernisation of ultramarine factory at 
Dhadka is proceeding; Capital expendi-* 
tore .of about Bs 25 hUis was incurred 
during the year. Sen finds it difficult 
to make a forecast Aont tbe current 
yearV results, though he does not ex¬ 
pect them to be materially different from 
those of 1969-70. He, however, envisa¬ 
ges ''growing markets” for the company's 
luoducts and favourable prospects from 
the next year onwards, when increased 
production capacity from the develop¬ 
ment projects is expected to begin to be 
available. But here again he hedges 
his forecast with two provisos! the poli- 


tj[c#!^dtito^ to West 
toiprm'and 6 
sh^id exptoid A a "^satisfactory 


country*! edoobi^'^!:’ 




BOMMAY DYEINa^ sides of ya«to 
and waste in 1970 axpancbd 
21.93 Cfores to Rs 26.48 erotes wfik % 
lower contribution £rmn exports—IU4;W 
crones against RS 6.69 crores to 19M 
and Rs 7.87 ciores to 1968^ Hid ^ 
dine in exports is attributed to 
mally hifl^ cotton prices and jevat#, 
competition from overseas ootortvies'jf! 
Exports to West Europe and to Auii>iy 
tralia and New Zealand increased, buf 
those to tbe UK ^wed a SCddp dedind 
due to the eompan/s "toid»ffity to quuto; 
competitive priees”. The <hmctorv' tiiK 
gard the export outlook as *"far •ft c toj 
being encouragtog, as the raw mafierid: 
cost in India is now out of all 
tion to international prices”. bh 

crease to sales in the domestic mafftot, 
followed diversification of the ptod^*: 
mix and considerable devel op meint to 
the field of synthetic suitings, shiitto^r 
and saris. Sales to industrial users' vt 
cotton and blended fahdcs more ijun^ 
doubled. Change in the pattern of 
diictjon, with emphasis on a larger va^ 
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ricly of superfine and synthetic blended 
fabrics, and continu jus efforts at moder¬ 
nisation and renovation of machineiy, 
have brought about a distinct improve¬ 
ment in margins even tl)oiigh costs con¬ 
tinued to rise and the contribution from 
non-recuri ing item (sale of land mul 
fixed asstjts) was lower at 11s 9 lakhs 
against Rs 20 lakhs last year. New 
machinery worth Rs 40 lakhs was iu- 
Ktalled in the mills, of w-hicli about Its 
17 lakhs W'ill be payable in cleferied 
instalments over 5 years. 

KlIANDEIAVAl. lEHRO Af.LOYS is 
seeking mining leases of some manga¬ 
nese oie benihig areas in Maharashtra 
so that it can command as much of its 
mauganest; ort! roquireincnt.s as ix)ssible. 
During 1970, mining operations weie 
confined to open east milling. A firm 
of consultants was t'ligaged for imple¬ 
mentation of a project in undeiground 
mining. Total sales of ferro inangam^se 
were Rs 20 lakhs lower at Rs 3.55 
crorcs, of vvhich evports accounted for 
Rs 2.20 Cl ores (Rs 2.50 crores). Aggre¬ 
gate toiinagj* expiated showed an “ap¬ 
preciable" reduction, but export rcalisa- 


AN avowed goal of economic policy 
since Inclepeiuh’acx; has been to improve 
the levels of living of the vast majority 
of people who have leniained too poor 
for too long. Economic development 
via the t'ive-Vear Tlans was the hojyc- 
ful means for realising this goal. It is 
estimated that, between 1960-61 and 
1968-69, real national income increased 
by 26 per cent, per capita by 4.5 per 
c't;nt, and tiint tlic riso in real per capita 
iwisuniption was 4.8 iier cent. More 
important than overall groulh for un- 
derstunding the impact of growth on 
levels of living, is distribution of the 
gain.s of giowth. 

The Planning Unit of the Indian Sta¬ 
tistical Institute, therefore, organised u 
'Seminar, on PVbruary 25-26, to disaiss 
the probhmi of incoiue distrilmtion in 
India. The seminar was divided into five 
.se.ssions: Data Sources and Their Re¬ 
liability; Pattenns and Trends in Income 
Distribution (All India); Regional Vari¬ 
ations in Pattejns and Trends in Income 
Distribution; Factors 4\ffecting Income 
Di.strfbution; and Policy Issues. There 
were somir 19 papers submitted to the 
seminar, covering a variety of aspects 


tion was "much higher' than during the 
previous year owing to an improvement 
in tile world market prices. Overseas 
demaiKl was so good that, not only did 
all production in exet'ss of domestic de¬ 
mand but also a part of the unsold 
stocks bionght loiv\'ard from the pre¬ 
vious \ear got exi>ovted. At the year- 
end, i*xpoit nrdeis on hand were fur 
17,300 h>nii(‘s. .Shortage of raw mato- 
nals, riz, skrhi and hot rolled strip, 
affected steel lube production. Sale.s, 
howevi'i, \eere liigher at Rs 4.37 .crores 
(Hs 3.41 ciort's), though e.xports were 
slightly lower at Rs 57 lakhs. Exports 
have l)een declinhig on account of iin- 
eeitain availability of law materials, but 
the current year’s prospects have bright¬ 
ened following Ckivemmcnt's decision to 
nnpnit steel to augment domestic sup¬ 
plies. Feno inangane.se exports dropped 
Iroin Rs 21 lakhs to Us 8 lakhs, owing 
to slac'k demand hi the overseas mar- 
k('t. 'Ihe aeeoimts reflect a saving of 
over Rs 3 lakhs in the managing agents* 
eomini.ssioii and diicctors’ remunera¬ 
tion. The prcifit, however, includes a 
iion-recuriHig item of about Rs 22 lakhs 
lealised on sale of fi.\cd assets. 


ol income' distribution. 

broadly speaking, uiban income distri¬ 
bution i.s found to be more unequal than 
nnal income distribution, and fuither, 
then; has been slight reduction or al¬ 
most IK) ehangti in rural income distri¬ 
bution during 1954-64. Taking th<'. ‘in¬ 
dividual’ as the ineoinc-receiving unit, 
the concontialion ratio for i)ersonal in 
come (Loreiiz: ratio — the most com¬ 
mon measuie of inequality) seems to 
have risen fioin 0.376 (1953-55) to 

0.385 (1962-64). Owing to the effecti¬ 
veness of tax measures, tlic concentra¬ 
tion ratio fur ]X‘rsoiial disposal income 
s<‘<‘nis to have ri.scn from 0.371 to 0.377. 
rhe studies also reveal that income dis¬ 
tribution appears more equal when the 
‘hoirsehold’ is taken as the income-rt- 
eeiviug unit. This is believed to be con¬ 
sistent with experience elsewhere. 

The most important source of data 
loi studies on income distribution are 
the various rounds of NSS. Participants 
werti doubtful al>out the quality of these 
data and of their utility for a reliable 
study of tbc problem. They dso point¬ 
ed out that no reliable data on saving. 


inconie-wisc, are yet available either* 
The NSS collects data on the basis of 
the ‘houseliold’, but publishes (with 
considerable time lags) consumer date, 
on the* basis of the ‘individual*. Since 
th<* ‘household’ is a meaningful unit for 
studying income distribution, partici¬ 
pants wondered why the NSS data on 
‘household’ basis are not being publish¬ 
ed. The rehwance of income tax assess¬ 
ment <lata for any meaningful study of 
income distiibntion W'as also questioned 
—• especially lor India, where income 
fax is larg<4y evaded and only one per 
cent ol the population and 6-7 per cent 
o( the national income are covered by 
nietniu' tax. Further, some of the parti- 
( ipants felt that trends in income distri¬ 
bution by themselves cannot reveal the 
exti'iit ol real povert>'. Using the con¬ 
sumption data of NSS, and the official 
figures ol national income, attempts 
weie nevertheless made to measure ‘ab¬ 
solute poveity’ among lural and uiban 
lieoph-. Estimates of rural poor vaiy 
fi(;m ov<‘r one-third of the population 
to over one-hall ol it (in 1960-61), de¬ 
pending on the ‘norm’ adopted to mea¬ 
sure povi’ily. According to some, in 
ti nils of 1960-61 piiecs. Rs 20 per 
month per caiuta should be the expen¬ 
diture noiin, while otheis thought R> 
15 should be the norm for this piirpOvSe. 
Others argued tliat, foodgrains being the 
most important t'lemenl of consumer <;.\- 
lienditure, particularly at the lower le¬ 
vels, ‘poverty’ shoukl be measured in 
tiTins of the calories re<iuired. By one 
si t ol ‘norms’ adopted, poverty iti the 
rural aiea was estimated to have gone 
up to 70 per cent of the i>opulation by 
1968. 

Ihe question of the proper price iii' 
dex became very coutroversial. Data 
are veiy scanty on retail prices of con¬ 
sumer goods in the ruial areas. The 
lural price index, published by tlio La¬ 
bour Bureau, relates only to rural la¬ 
bour households. The NSS provides time 
series data on unit prices of major ce¬ 
reals lor different classes cif the rural 
population. The consumer price indices 
tin not relate sepaiately to rural areas. 

On the basis of average prices, ob¬ 
tained by dividing NSS expenditui‘e.s 
b>' fpiantities, urban prices were found 
to be 15 ner cent higher *than rural 
prices m 1968; no allowance was made 
in this cmnputatiou for differences in 
quality of goods consumed in tw^ areas. 
Hence, some of the participants won- 
dcrctl w hether the higher prices . for 
urban areas were attributable tp' the 
Ix^tter ‘quality^ of goods consumed 
tliere. It was also found that of 

goods consumed by the 'poor' rose moie , 


FROM OUR CORRESPONDENTS 


Who Are the Poor? 


608 



ECONOMIC ANI) political WEEKLY 

t^n the prices of goods consumed by 
the relatively rich. However, there was 
;icepticism regarding these results con¬ 
sidering the differences in consumption 
'package* and 'quality*. 

There was controversy at the seminar 
regarding the reliability of the NSS as 
well as the national income consump¬ 
tion data. Some participants qiiestion- 
(‘il the wisdom of attempts to make 
both s<*ts of (lata consistent and compar 
able. They did not st'C much point in 
this kind of exercise undiTtaken by some 
ot the contributors. Exercises underta- 
k(*n by various participants showed that, 
according to the official series, per capi¬ 
ta consumption in 1967-08 was 16 per 
cent higher than that according to NSS. 
According to the NSS data, per capita 
leal consumption in 1967-68 was 16 per 
cent lower than that in 1960-61. Al- 
tianpts 1)> some tnntributors to adjust 
loi alh'ged imdeiestimation ol consnmp- 
tiun in NSS data (1967-68), particularly 
in respect of consumption of upper in¬ 
come groups, were t(‘imed imscientifie 
as there wen? no objective criteria foi 
doing so. The quantity of ‘foodgraiiis* 
(cereals and pulses) consumed, accord¬ 
ing to the NSS data, appeared much 
highei than the *nel availability* esti- 
mate.s on the basis of official data. No 
sati.sfac'toiy explanation emerged for 
such difft^rences. Most participants lelt 
that NSS data should be impioved upon 
and that both series — NSS as w-ell as 
offi(‘iaI — should coulinue side by side. 

'i'b(‘ data on icgional income distribu¬ 
tion Ol consumption distribution wen* 
also (piestiijiied because they are all 
chiefly based on the NSS. According to 
one study, abcKit 90 pei cent of urban 
population in the State ol Kerala, in 
1961-62 lay below the poverty line. 
Tarticipants felt that in this particular 
State some of the important ^items of 
consumption, like tapioca and palm, 
could nut have got adequately reported 
in the NSS rounds. This underlined the 
need to design sample surveys realisti¬ 
cally, where today NSS unrealistically 
lecords only certain types of consumer 
expenditure. 

The di.scussion on factors affecting in¬ 
come or consumption distribution re¬ 
vealed that there are wide gaps in 
availability of data. No evidtmee is yet 
available on the impact of the 'greini 
revolution’ on income distribution. In 
the absence of data on the composition 
of ‘family* — earners, skilled person.s, 
<k*pendant.s, etc, — on the productivity 
of land, nothing tenable could be said 
on • \vlu>.ther- the ‘smell-holdings* farmers 
were really worse oilF. Some contended 
that since "irrigation' facilities and in¬ 


tensity of cropping patterns would be 
lughor for the small-holders, they need 
Tiot be worse off under the ‘green re¬ 
volution*. Due to productivity differen¬ 
ces, even largc-hcdders could be in the 
})ottom or middle decile, and vice versa. 
It was felt, however, by many who 
claimed to know more about ‘green re¬ 
volution* that tl)ough, because of the 
unequal distribution of land, credit fa- 
ciliti«»s and fertilisers, etc, the ‘initial 
impact of the ‘green revolution* would 
Fh‘ to unevenly spread its benefits, in 
the next stage, because of the employ¬ 
ment effect, there may be more equal 
distribution of gains. More evidence 
needs to be; collected in this behalf, it 
was pointed out. 

Similaily, no data on w'age differen¬ 
tials are availablt*. The impact of edu¬ 
cation and of skills of different type.s in 
different oecupations and different Sta- 
t<.‘s has not >et been studied. No up- 
to-date data are yet available either on 
age and sex distribution, inamic-wise 
and region-wise ol earners and depen¬ 
dants in a ‘family*. The data on wage 
differentials w'(to collected, occupation- 
wise, in 1958-59 by the Labour Bureau 
of tile Govt rninent of India in its All- 
Jndm Ocx’upalional Survey. A second 
similar Survey was conducted in 196.3- 
65, but the losnlts have not yet be'm 
published. I'he data obtaiiKnl by the 
Census of Indian Manufactures (up to 
1958) and the Annual Survey of Indus¬ 
tries (1959 onw'ards) weie considered 
nnreliahh‘. 

Further, no dependable, information is 
available on the growth of the ‘rentier’ 
class in mban and rural areas in recent 
>£ar.s or on the inter-sectoral flow of 
such population. It is difficult to say 
wht lhcr the proportion of Iniid-ownners 
not ‘operating* has gone dowm in recent 
years. 

Finally, the seminar’s session on ‘poli¬ 
cy issues* was a free-for-all. Most partici¬ 
pants, therefore, used the opportunity to 
make such recommendations as they 
thought fit to bring about the type of 
‘equity* in distribution of fncome/con- 
.siimption as they thought appropriate. 
Soane maintained that the public sector 
ought to set a norm in wages, salary 
papnents, and service conditions, which 
the private sector could initiate. Con¬ 
tributors lamented that the ‘public sec¬ 
tor* has been ‘initiating’ the private sec¬ 
tor in this behalf, and that the public 
sector’s impact on income distribution 
has thus bwn minimal. The expansion 
of public undertakings and their effi¬ 
cient functioning (without subsidy or 
loss in operations), and public sector 
partidpation in private sector activities. 


etc, w ere described by some as desini^fe; 
steps for improving incoine«distHbll^j^7^ 
in the economy. Others thought tjbgt’, 
too much ‘biureaucratisation* of the 
tern, with far too many discretionary y. 
controls, w'as not conducive to equitalilt^ 
distribution of gains. 

Subsidised or zero rate of interest ob * 
bank loans to ‘poor* and ‘small borrow* 
ers*, and higher rates for the affluent 
categories of borrowers were also sug-' 
gested in one of the papers for ftnprov*' 
ing income distribution. However, it^ 
was point(‘d out that this suggestion was 
very wild and was not based on econo* 
mic logic. The rate of interest is related 
to the expected rate of return on capi^ 
tab Low fates of interest, or subsidised, 
rates of interest, to some categories of 
boi rowers would lead to waste, corrup¬ 
tion, etc, and create conditions where 
‘inteiinediaries’ could function happily 
— obtain loans and re-lend at economic 
r.ate.s to others. Wide powers of discre- ' 
tion to bank branch managers would be. 
liable to misu.se. If Government felt the 
need to give subsidy to some categories 
of l)orrow«‘rs. it should give ‘direct* doles 
irom the budget. It already ‘pre-empts* 
a portion of bank deposits (investment in 
lou'-yielding Government securities) 
w'hich could be used for this purpose^ 
The operation of banking business, parti« 
cipants felt, should be on the basis of 
imp<‘r.sonal noims. That would make it 
(*asy to assess th^ performance of banks 
and their executives. Otherwise, the very 
evils which are sought to be eliminated 
tlirough the suggestion of differential in¬ 
terest rates, would re-emerge with a ven¬ 
geance. 

While precise counting of the absolute 
l>o(^r is not possible, nor is their spedfio 
identification in rural and urban areas 
feasible, since data arv fragmentary and 
scanty, the glaring fact is that in num¬ 
bers the-ie are far t(X) many persons ~ 
p.irticularly in the rural area — who can 
he counted as poor. Tliey are so because 
they do not have regular employment 
for all the days of a year and do not 
have the rcciiiircd skill, education, train* 
ing. Hence, they do not get a full meal 
everyday. This problem, participants, 
felt, deserve' not fine quantification but 
iriunediatc solution. 

Various suggestion were made to 
tackle absolute poverty. According to 
some participants a crash programme 
worth Rs 800-1000 crores a year of In¬ 
vestment on rural works programme was 
called for. Resources of this magnitude 
could be collected through a cut of 8-1$ 
per cent in the consumption of the top 
10 per cent. 

However, the question of real resour- 
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ces would remain. Since the consump- 
Won pattern of the top few Is not tlie 
same as that of the bottom 50-60 per 
cent, goods which the latter will con¬ 
sume cannot be made available through 
mere cuts in the consumption of the 
rich. Arrangements would have to be 
made to supply foodgrains and other 
items consumed by the poor. Rationing, 
covering 200-300 million persons, would 
ensure foodgrains to the poorer section 
of population even at available outinit 
levels. Interestingly, everybody express¬ 
ed doubts whether the necessary mana¬ 
gerial, supervisory, organisational and 
other factors, needed to implement the 
crash progrannne;.s, would be attainable 
in the present circumstances. 

The impact of massive doses of taxa¬ 
tion to raise the required resources (in 
addition to the amounts required under 
Fourth Plan) on incentives to save and 
invest in the context of mixed economy 
would, it was felt, need careful assess¬ 
ment. 

Some participants maintained that 
the Planning Commission, as it is con¬ 
stituted today, and the Five-Year Plans, 
programmed as they are at present, can¬ 
not make any significant dent in the 
problem of the 'absolute' poor. Rural 
works piogranumes have been talked 
about for many years hut nothing sub¬ 
stantial has been done. It was not mere¬ 
ly a question of overall growth and fine 
axsl-benefit analyses in projects. A de¬ 
velopment programme needs to be 
worked out in such a way as to remove 
poverty in the process. Such a program¬ 
me would need reworking of the Plan 
priorities, investment pattern, realign¬ 
ment of educational and planning poli¬ 
cies, spread of skills, training and edu¬ 
cation to suit the demand for the samo, 
deployment of resources to meet the 
specific needs of poor', etc. That this 
task is difficult was recognised by all, 
but it w'as empfiasiscd that the problem 
of the ‘rural poor’ is such that any delay 
in its solution would prove costly to the 
economy. 

The seminar provided a useful forum 
for focusing attention on the variou.s 
data gaps which bai the way to an un¬ 
derstanding of the problem of Income 
distribution — income-wise and func¬ 
tion-wise. It made honest attempts to 
count and to identify the really poor. It 
also ha7arded programmes — some of 
them may appear wild — to tackle the 
problem of absolute poverty. Unfortu¬ 
nately, there were far too many papers 
-— and not all of good quality — to be 
discussed in only two days. In seminars 
of this type, one veonders whether a bet¬ 


ter arrangement would not be to have 
two or three good papers written either 
by experts working In the field or by 
the secretariat, and to have them sent 
to participants well in advance inviting 

VIENNA 


REALISM is the kej'note of the direc¬ 
tives relating to the Ninth Five-Year 
Flan which are being presented to the 
next Soviet Communist Party Congress 
on March 30. What Party Secretary 
Leonid Biezhnev and Prime Minister 
Alexei Kosygin have aimed at is to try 
to shoot at economic development 
targets from a stable stance of both feet 
squarely planted on the ground. There 
is not even a whispex about being in 
any race with the United States — in 
contrast to the extravagant “we will 
overtake you” claims of Nikita Khrush¬ 
chev in the early sixties. The publica¬ 
tion of the new Soviet plan for the 
years 1971-75 coincides with the fiftieth 
anniversary of the establishment of Gos- 
plan, the Soviet planning organisation. 

Political Pulls 

Before looking into the economic de¬ 
tails of the new plan, some of the jK>li- 
tical pulls may be briefly noted. The 
draft directives to the 24th Congress 
w'(‘re published by the party newspaper 
Praod^r on February 14. An important 
political fact is that though it has 
lM‘cn claimed that the Central Com¬ 
mittee has approved the draft, the 
approval w'Us not by a plenum of the 
committee as was the case in February 
1966, when the draft of the Eighth 
Plan was published. Diplomatic ob¬ 
servers in Vienna offer several theories 
to explain this. First, many of the Cen¬ 
tral Committee members were probably 
busy in far-flung constituencies and re¬ 
publics preparing for the next Congress. 
Second, perhaps Brezhnev was afraid of 
substantial opposition to the draft in a 
full plenum meeting of the Committee. 
Third, the brief message on the appro¬ 
val of the draft was signed by Brezh¬ 
nev in.« his capacity as g<eneral se¬ 
cretary of the Central Committee. Is 
this merely a form of protocol? Or is 
this the build-up of Brezhnev as the 
country's No 1 leader? As for . Kosygin, 
his personal commitmeiit to the plan 
will be reinforced when he presents the 
draft to the Gemgress. 

The draft plan oontaina a significant 
omission. It does not contain the detai}- 


their comments which would be taken 
up at the seminar. For seminars, as 
elseNvhere, it is worth remembering that 
in a poor country like ours resources are 
scarce and need to be wisely used. 


cd sector-by-s**ctor distribution of capi¬ 
tal investments. This omission would 
probably enable Brezhnev and Kosygin 
to inanotmvre if there is opposition in 
the Congress. There has been much 
talk, especially by the Yugoslavs, of how 
Brt‘zhiiev and Kosygin are prisoners of 
the Soviet marshals who are believed to 
have increased their influence in the So¬ 
viet administration. Tlie broad aspects 
oi the now plan, however, belie this in¬ 
terpretation. The defence and heavy in¬ 
dustry lobbies have evidently failed to 
maintain the overwhelming dominance 
of these sectors in the allocation ot * 
growth targets. 

The major political premise of the 
new plan is that a big power confron¬ 
tation would be avoided, that there will 
bo no blow-up in West Asia and that 
armed hostilities along the border with 
China will not be renewed. If any of 
these threats develop, then the present 
relatively moderate targets for consumer- 
oriented industrial growth uill be 
thrown out of gear. Soviet foreign poli¬ 
cies will have to bo tailored to peace if 
the plan is to be implemented success¬ 
fully. 

Consumption-Obientei) Plan 

For the first time in the history of 
Soviet medium-term planning, the 1971- 
75 draft plan aims at a faster growth 
of consumer goods Industries (Group B) 
than of heavy industries (Croup A). The 
plan envisages national income growth 
of 37 to 40 per cent compared wfth 41 
per cent claimed for the past five years. 
The 1966-70 plan had aimed at an in¬ 
vestment growth of 47 per cent, but the 
actual performance is placed at 40 per 
cent. The new plan is thus modest in 
calling for a growth of 36 to 40 per cent 
in investment. 

Here the Soviet planners have pro¬ 
vided a puzzle for-keen observers of the 
progress of the last plan. It is admitted 
that the targets for agricuhure, and most 
major sectors of ii^stry .(except cmde 
oil) were not aoUovedL How can EmAr 
nev then dgiioi that the hst.plaa’a tar¬ 
gets for natipngl buinmo hiive 

been adiiev^? Nftllol^l 
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has been placed at 41 per cent, exactly 
the same as tlie planned tar^^et. 

Ihere arc two possi])lc explanations. 
First, the intercontinental missiles and 
other sophisticated atinanienls were 
l)iiilt ni^ at a rat(? fai laslei than oiigi- 
nally planned, to achieve paiity with 
tile. United States. There has also been 
increased investment in amis for Noilh 
Vietnam and the Arabs. 'I'hc second 
explanation is that .substantial i^rice in¬ 
creases have taken jdace on a wkK’ Ironf 
in tin; eeonomy. This might have' taken 
place alt(‘r the wholesale piice lefoims 
of 1967. 

To (leal with the taiget.s and .lehiivc- 
ments ol the JJ^Ki4-70 plan sector by 
s<’ctoi ; 

National Inronir- The, stven->ear 
plan target lor 196.5 was growth in nU' 
tional income ol about 65 JH i e(‘nt, but 
achievement w’as 53 per (.(Mit. The 1966- 
70 taig( t was 38-41 per cent and 
4ichievcment is estimated at 41 per ctait. 
Th(i target in tin* ihw jilan is 37-40 prr 
cent. 

t'apital hn rstr>irnt . 'I he J966-70 
laiget was 47 pei c'cnl and perlomiance 
IS estimated at 40 jiei ttut. The ab¬ 
sence ol a (letaihal bieakdc.iwn ol ibc 
inveslnu'nt plan loi 1970-75 sugg(‘sts 
^tliat tins may be the snlijccl ol further 
infighting among Sovn^t leaders. In 
the 1966-70 plan I52,(M)() million rou¬ 
bles were allocated to industry, tians- 
])oit and coinnuniK'dlions, 71,000 imb 
lion roubles to agiienltnie and 75,000 
iiulliun roubles to housing and oth'r 
constrnetion. In the 1971-75 plan agii- 
(iiltuie IS to receive about 122,200 mil¬ 
lion roubles (82.200 iinllion lonbJes 
from stale resoiiiet's and 10,000 iinllion 
from the kolkhozy). 

tmliisttial Frodtiction: Despite shoif- 
Ijills m investments, industrial output 
giew by 50 pei cent in 1966-70, as ori¬ 
ginally planned, but slower than the le- 
vised rate of 53 pei (cnt inentioie’d 
in 1967. The- lale ol giowth ol indnstr> 

IS thus comparable to tii(‘ 51 per cent 
achieved in tlu; 1961-65 plan — the last 
five-\’ear period under Khrnshehev. The 
new target is 42-46 x)ci (( iit lor indns 
try as a whole. The growth late plama'd 
is 41-45 per cent lor (iroiip A (heavy 
indu.stiies) and 44-48 per c'<'nt foi Croup 
H (consumer industries). At i>ie.senl, ten 
per ct‘nt ol the heavy industry output is 
in the form of eonsiiiiiei goods. The plan 
calls for an 80 to 100 per cent rise in 
heav>' industries’ output of consumer 
goods. The will lead to some 20 per 
cent of heavy industiial production 
being in the foim of exmsumer goods. 
The automobile, pajicr and cellulose, 


lorestiy, >K'(xxl-workmg and, most im¬ 
portant, steel industries have been iii- 
strixtcd to increase their production of 
consumer goods by 50 to 70 per cent. 
TIic non-lej rolls metal, chemical engm- 
ceiing and inachineTool industries are 
being told to raise their consumer goods 
production by 200 per (cnt. 

Agru'tilturnl Output: Tlie sboitfall in 
acliievcinent in 1966-70 is of smaller 
piopoifions than (he big failures in the 
Khrushchev iilans. Khm.shchev’s seven- 
scar plan target was a 70 per cent in¬ 
crease by 1965 against w'hich actual 
achievement was only 14 pei cent. In 
1966-70 agiienltnial growth was 21 jicr 
c<nl oi exactly ('<jnal to th(i target ol 
21 per cent. Since agrieulluie, ospe- 
eiallv toodgrams production, has been 
fhc sick child ol Soviet plans, it is rch*- 
vant to d(‘al with th(' agricultural plan 
in some detail. 

Hkavy rxni sniv Lomn 

One should .ilso t.ikf* a look at llie 
.imbilions schemes ol Khinslichev which 
Hiivliiicv and Kosygin abandoned as 
ntt^l^ian.'1 he new 1971-75 plan Ccills for 
a giow'th Ml agiicultnre of 20 to 22 xx i 
c<i)t. The oiiginal long-teim Khiushehev 
l)lan had called for a 15 per cent growth 
dining th(' live-\fMi period to 1975. I'he 
n< w di.ilt cspi-cfs an ^iverage agricultu- 
lal giowth ol loni jiet cent a >eai 
'I'he av» lage annual untjint of glam^ 
duiing 1971-75 is put at 195 million 

tons cinnp.ned to the target ol J69 iml- 

hoii tons lor 1966-70 and tlu' aihial 
avciage piodnelioii ol 16.5 million tons 
(estimated) in tiie past fivr seais. I'li*' 
partv piogramme at the 22nd rongrt'ss 


(Khrushchev’s la.st Congress) aimed at 
th(! production of 270 million tons of 
grain by 1975. Khrushchev's meat tar¬ 
get for 1975 was 28 million tons where* 
as the new' plan calls for the produc¬ 
tion of 143 millimi tons — against the 
actual annual average production of 11.5 
million tons in the past five years. 

Khrushchev thought of producing 157 
million tons of milk a year in the 1971- 
75 plan, while the draft plan target is 
an annual average of 92.3 million tons. 
.\elnal average annual production was 
81 million tons in the past five years. 
Til 19(>6-70 fertiliser piodiiction averag¬ 
ed 55 million tons and the draft plan 
calls tor an aveiage output of 90 mil¬ 
lion tons. I’his target if; the same as 
envisaged by KhrusbchfW for the Ninth 
Man. 

Th(' taigets for .supplies of agricultu- 
lal niaehiiK'iy aie modc^sl; 1.70 million 
tractois (against the target of 1.79 inil- 
hon tractois in the last plan); 1.1 mil¬ 
lion tiiieks (the same as in the last plan); 
and 541,000 units of giain combines 
(550,000 units in the last plan). 

rbe party piogramme prepared at the 
22nd Congiess in 196J and presented 
with gn at fanfaie prediePaT that Soviet 
iiroduflion and consumption per 
I apila would outstiip that of United 
Stales by 1970. The actual 1970 figures 
.arc around 100 kilograms of meat per 
capita for the Americans and 44 kilo- 
gr.iins 1X1 lapita for the Soviet Union. 

A Sovi< l delegation visiting the* United 
Stat<’s and (Canada recently expressed 
IntcHNt in buying 30.000 pure-bied beef 
(.attic lor breeding pnipo.S('S in the So- 
vii*t Union. .Ms (0 planni'd is the import 
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1965 

Aetii.d 

15)70 

Pl.-iii 

1970 

Actual 

(Estiinalcs) 

1975 

flan 

(Taigct) 

I'deeli M'ity 

mil k\V hrs 

507 

845 

710 

1030-1070 

Oil 

mil tons 

24 i 

350 

353 

480-500 

Cas 

inn c iiitrs 

129 

225-240 

200 

300-320 

Coal 

!nn tons 

578 

670 

624 

685-695 

Steel 

inn tons 

91 

124-129 

116 

142-150 ^ 

bolfi'd Metal 

inn tons 

71 

95-99 

92.4 

101-105* 

h'citiliseis 

mn tons 

31.3 

62-65 

55.4 

90 

Ch<MiiicaI FiliK's 

th tons 

407 

800 

623 

1050-1100 

Mastics and Hesiiis 

th tons 

821 

2200 

1672 

2344 

Tractors 

ths 

355 

600-625 

459 

575 

Antoniobilcs 

ths 

^016 

1360-1510 

916 

2000-2100 

of which cars 

ths 

201 

7(X)-800 

344 

1200 

Ctonent 

mn tons 

72.4 

100-105 

95.2 

122-127 

Footwear 

inn pis 

486 

610-6.30 

676 

800-830 

Sugar 

11111 tons 

8.0 

9.8-10 

10.2 

13.5 
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of frozen .seiiu^n the United States 

and Canada to improve Soviet cattle 
breeds. The stipply of fertilisers to Sf)- 
viet fuiTns in 1970 is leported to liave 
reached 40 million tons. The tleliveries 
In 1975 are plaiin(‘<I at 72 million ton:.. 

The Vi’sted interests ot the deh'iKr .md 
heavy industry lohhies will e<*itaiiily liv 
to fight hack at the fiist available oppor- 

DAR-ES-SALAAM 

Nigeria at tl 

A K 

HHt'l'ISJf imi^ei mIimi) [hioi to granting 
nuh'pt'ndence raini.iiki'd Nigeiia as the 
show-pier e loi Mi lea. nritaiii had 
tiaiiK’d ail (“lilt* to man Nigiria’.s civil 
service and jndieian Nigeria’s aiin> 
offieeis weie i>nin .md piopei. The 
political leach'is whith the Tliitish hatl 
grcKimed were an acme ot moderation, 
Nigeiia was di^stined to plav t\\o loies 
in tin* Biitish '.elieme oi things: to 

provide Biitani with eoimiiodities like 
palm oil and cocoa at )ov\ pric*es and 
to eoiisiiine high-piiced Biitish mann- 
laetnred piodncts llntisli investors also 
rea[)ed vast inofits hv using sw<‘atefl 
Nigellan lahom 'r.ihh s I ami 2 show 
tin* e\t<'nl o( thitish and otlui loicagn 
invest nvMit. 

This was the position heloie the first 
oil Wills in Nigeua began gushing. A 

Tahi.k. 1: h’oimioN Jw ks imj-.n i jn 
N ic.ijuv in Tm’i. ixH .Ac milY 


(In Millions ol I'ouikIs Steihiig) 



1950-55 

1901-00 

Mining 

MaTmtactiiiing and 

1‘3.« 

159.5 

Processing 

i.f 

O'l.O 

TransiJort 

1.7 

2.7 

Trading 

Building and 

J2.2 

21.0 

Constructimi 

2.2 

J22 


Tabm-: 2; Insks'i-munt hy Koheicn 

<*Ol)NIHIi:.S IN NrOKlUA 


{In Millions of 

Pounds 

Sterling) 

Country 

1902 

1905 

Pei ceil- 
tagi’ ol 
Total 
Eori'ign 
Invest¬ 
ment 

United Kingdom 

L‘30.0 

202.9 

55.8 

United States 

19.4 

57.7 

15.3 

NetherlancLs 

25.4 

59.5 

10.4 

France 

7.8 

17.1 

4.5 

Italy- 

4.1 

9.4 

2.5 

West Germany 

1.4 

2.7 

0.7 


tiiriit)’. But thi ir ahifity to push through 
eliaiiges hi the plan will depend on the 
international situation. The Soviet ni- 
leis will he able to ignore; the increasing 
prt'ssnres ol I'onsumcT demand only if 
the eoniitjy is faced with external 
ihieats. To tli.it extent, the draft plan is 
at till' meity of the Chinese and the 
Amer leans. 


le Crossroads 

Essack 

stainpedi- l)v the big oil eoinpames 
follow eel. SluH and British Petioleum 
hail a head stait, lining the olilesi eom- 
panies opeialiiig m Nigeria. In .i short 
pel loil they invesleil over £ 2(X) niillioii 
rhe United St.ites was ripieseiited hy 
Mobil, (hill and C^altev. As .m oil- 
laodnciiig nation Nigeria is in a ke\ 
positiini. Its oil IS being sent to Knrojie 
in eoinpitition with Middle East oil. 
In terms oi height costs it is imieh 
ehiaiiei to supply iMirope with Nigeiian 
oil eompaied to Middle Fast oil. Nige¬ 
iian oil is .ilso relatively “pure” i e. 
’‘iilphiir hee. 

rhe oil monopolies ln’aved ,i sigh ol 
H'lief when after the termination ot thi' 
civil w.n, Ciowon, the military leadei of" 
Nigciia, said th.it his (jovemment had 
no intention ol nationalising the oil 
nuhisliy. Ilowevci, nioie lecentlv, 
(iowon’s leadiTsln’i) has hein watching 
\\'ilh iiiteiest I he hold measures taken 
l)\ several iMntaii countiies to eontiol 
ihe comin.mdmg licights ol tlien eio- 
noinii's. And tliev have dared t<] do so 
wlu n iheii aiinies do not consist of 
more than a lew' battalions otleii com¬ 
manded by Bntish or Kreneh olliceis, 
Shoiilil Nigciia with its 2(M).0(M) stioiig, 
battle ixpei i<*nced army, ilecide to 
n.itioiiahse without compensatiiyji, any 
imperialist power would think twice 
before intervening Nigeria has also 
shown iiiteiest in Libya’s and Alg<*iia's 
lough stancr regarding the oil eoinpa- 
nies. Caiwoii reeenllv wiiit to Algeri.i 
on one oi Ins rare visits outside his 
country. lie left lor Algiers with the 
W'oids, “J believe that Nig<*ria could 
profit from Algtaiau experience il we 
e,stablished permanent corisiiUatioiis”. 

Ojf, Poiancs 

Hecnit Nigerian anoveS have alai'nied 
the West. Firstly Gowoii has decided 
to torm Nigeria’s owm National Oil 
Qirporation. In the words of one of 
his critics he has decide^ to “reserve 


the best ofi-sho/e concessions for the 
C^orpoiation”. In the agreement with 
the oil monopolies it was stipulated that 
.should any Alriean t^ountry get an iir- 
Cl ease in the c urrent posted price; 
Nigeria would he automatically enlitlwl 
t<] a c'onnnensurate increase. .Shell and 
BP have off (red Govvon a reference 
piiee iiiciease of 20 to 25 cents per 
hairel to lori’stall Nigeiian demands. 
The offer is templing for this would 
hung in additional revenue ot ^ilxjut 
110 milhoii dolhiis. But it is doubtful 
v\tietlier Nigi'iia will he satisfied w'ith 
the (rIFer. 

Nigel i.i has also begun to diversily 
its tiade and trading partners. Before 
1900, the British-groomed Nigerian 
politicians w<Te hostih; to the eommimisl 
poweis. But liming the civil war, 
Bussia eaiiK' to the rescue of the Cow on 
Coveinment with supplies of arms and 
ailcialt. I'A'oiiomic eo opeiatioii iii- 
ireasecl when the USSB agieeci to build 
a gi.mt non and stc*c*l complex wJnih 
IS to he v\oitli over £ 50 million. And 
now in the new Soviet-Nigei ian eco- 
noinie agicement there is a clause which 
gives the .Soviet (Jovernmeut the right 
to exploie Nigeria’s mini'ial poOntial. 
Tin's agrei’iiUMil, W'hieh is for a jkmioiI 
ol five veai.s, .ikso gives the Biissians th(^ 
light to .search lor oil. The oil mono-, 
pohes now have to eoiitend w ith a neW' 
and powerlul eoinpetitoi. 

(iowon h.is to try anil lontrol this 
vital branch ol the Nigerian economy, if 
only to do something to solve the pio- 
hlein of milhons ol unemployed Nigi - 
nun youth. (iouon’s military govem- 
meiil is saiidwiehed hctwa'cn two hostile, 
antagonistic forces — the working 
classes and the homgeoisie — and it 
It snhieet to pres.sures Ironi both. 

The Ixmigeoisie in Africa is ineapahle 
ol playing u progre.ssive loU*. Even iu 
the* period prior to indejrendence it was 
timid, half-heaited utkI gave the national 
movement only secret support. But in 
the post-inilependenec ireriod the 
Ixmrgeoisie fias come out Jii the open 
and has grahlK'd whatever it could, 
even ii it in<‘ant corruption and suhse- 
(jiioit scandals. Allied to imperialism 
it stands as an obstacle to the further 
development ot Nigerian ^ociety. To 
maintain its hold and foster its inten^sls 
it does not hesitate to use tribalism. The 
bourgeoisie has no scruples. Besides 
accepting oi demanding bribes, it has 
phniderei^ the state machinery with im¬ 
punity. Gowon has said “I will not 
tolerate persons in high po.sitions who 
af)u.sed their office to enrich them¬ 
selves”. This does not make Gowou. a 
socialist, but he is prepared tty stop t6(J 
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indigenous lioiirgeoisie from indulging 
m fveesses. Ifovvever. Clrtwon's statf*- 
nicnl dors not irvral thr whuirsiilr 
plundfriny ol Ni^rria’s irsoum^s !>> thr 
indii^rnous honrgroisi**. 

S'JnoJVo lirxoi? Umons 

A hopeful factor for Nig(^iia is that, 
unlike iii olhrr parts of Africa, thr 
workers aie highly organised due to a 
V(My strong trade iini*)n conscionvarss. 
I'his is indrrd a nrw txpi* of rouse ioiis- 
urss as it ruts acioss tribal, irhgious 
and othri diffrrriueN. 'I’hr trad<‘ iiuion 
niovrinrut is !iiil> Nigrriaii. I'lir 
workers weir organis<‘d in txxo po¬ 
werful federations, the Nigen'an Trade' 
Union C'ongress (NTUC) .iiul the ULC. 
Souk* of thr prasants wrrr also oi > 
ganisrd, pailiciilarlx tiu* cocoa farnu rs 
in thr Western Hrgioo, i hr w’orkr’s 
began to lurss for then elriiiands which 
wrir iliirrtril against ihr local bom* 
gi’oisii' and the Cloveinnant which wa^ 
roiitiollee! b\ lla- indigenous capitalists. 
And ni doing so dir> also hit at the 
Intelrsts ol impelialisin. foi \xfieii then 
demands \vi*re rrlnsrd lhe\ went on 
strike, 'the strike wave' icached its 
pe'ak in U)fi-4 uhi'ii the* N'l'UC] and the* 
UL(' joinrel hands m a ge^ne'ial stiike* 


Helow aie* thr figmrs ol those* who 
sliiick weak dm mg that histeine’ stiike*. 

l3oekrrs ami Sailois lOO.OOO 

T<'arhi'is 97,000 

Officials 70,000 

Agiienitma! W'orkris A.^),000 

UailwaMiirn ‘ii.OOO 

t'raele' h'mpleixrrs '10,000 

l^ie)b‘s.*^ional \\’oikeis 15,000 

rubhe Weirla-is 12.000 

Klrrtricians ' 10,000 

Onnting We)rke*!s 5,000 

Hotel Wei'ke is 2,000 

Ihis We>ike‘is 1,000 

This strike' was thr single most iiir 
pnrtant e've'iit that e*veailnally Ire I to the 
. ceillapsr ol puiliamriitaiv Jiile. ]t was 


p()'*siblr te) ge*t such um't\ ol action 
be'caiisr unlike the lailitical partie's 
which W’e*re liasrd ein tribalism, the* 
trade imioiis hud nil acioss all sectarian 
differences and had eirganised e>n thr 
basis of class. Thus, in thr ti'adr mnon 
oigaiii.sation one c'onld see in t‘mbr>e) 
the future political trends eif Nigt'iia. 
'I'his strike; was led by niililant trade* 
union le*ad<'is like* Michat*! Omadoii and 
for thirtt'cn ilays the y ifefied the' autho¬ 
rity of thr Nigerian Cieweinineiit, The 
strike only abated after the (^eivernme'nt 
gave in to the workers’ dein.inds. This 
I'vent made it clear that the civilian 
Gyveninient could not ceintain the* ■ 
growing class struggle. Imi>enalisrn 
and the indigenous Iwurgejoisie were al- 
reuily ct^cotwaging the military leader- 
slifip to takti over. Tltere were also 


growing peasant revolts, “ one of which 
was in 1965 when the Yoruba farmers 
in the Western Region joined migrant 
workers to attack kulak chiefs and 
cocoa I)ii\'eis. 

The civil war, which followed the 
inilitarx coups, instead of resolving the 
class stiiiggh' pushed it t(*nipoiarily into 
the background, louring the closing 
stages of th(* war, in the latter part of 
1969. (iowon inti'oduced a tough mea- 
siirr. d'‘cu'e number 53, which not only 
tiozi* wages, but also .specifically harmed 
strikes. With the outright buimiiig ol 
stiikes. th(‘ police and ihe anny could 
intervene diicctb to crush any stiike. 

Th(' workers writ* in an angry mood, 
'rhe Cowon C’.ovcrnment, in a concilia- 
tojy move, appointed a commission 
undci the cliairmariship of Adelxi to in¬ 
vestigate tlu' giievunces of tht' workcis 
and to retoimnend wage awards. Ihit 
tins gentleman w’as in nc^ hurry and 
w('nt to flic bbN to jc'present his c'onntiy 
thcH* 'file tia<l<* nmoiis accusc'd him 
of adopting delasing tactics, particularly 
because aftei his ariival home, he went 
on a leisiiri'K tom ol mans towns osteii- 
sibl\ lo investigate matters b(*(ore siib- 
miltmg lies leporl. When the trade' 
umons thieateiK'd to stiike, lie was ask<*d 
bs the (iowon C^overmnent to i*\pedite 
matte; s. 

3 fie W’oikeis. meanwliile, lallied to 
foiin a imilcd foint. 'Ihe NTUC and 
the UIXI met and louncd the* UCCLO 
-- tin* UmU*d (amimittct* of Cculial 
l.abour Organisations, Heading it is 
nom* other than Mieliael Omadon ol 
1963 strike lame ami he has the support 
eil Amino Kano, a radic-al politician, w'fio 
IS also the I'’ederal C>oinmissiom*r of 
Comimmkations. UCX^l.O's aims aie: 

(1) 'I'o prc'vc'iit a lenewal of the hated 
deciee 53 ol 1969 w'hich liad frozen 
wages ami oiitla\\'<*d strike's bn 12 
meinths. 

(2) To obtain an inime*diate awaid In 
the Ade'be) Cemnnission foi interim pay 
rises for all categories of weirkt'is. 

UCCLO is asking spe'cifically fen an 
interim aw'ard eif hetw^ee'n si.\ to nine 
million Nigerian ]K)unds. It is dembtful 
wlu'ther this w'oiild be feasible, (iowon 
has appealed for restraint, hut his 
appeal has l)t*eii ignored, and now with 
the* crisis sharpening, the* Military 
Carveimnent will soon be in a position 
where it will either have to accede to 
tht* w'orkeis’ demands W'hic;h would 
mean attaching imperialist interest.s or 
send its anny and pcdice lo supprc'ss the* 
strikes. 

Gow'on has not yet taken a definite 
stand, preoccupied as he is with the 
preliminary problems of national re- 


MatA 

comtniction and consolidating tho 
dations of national uiuty. But pr^‘ 
carioiKsly perched as he is, with 
trary winds blowing from two sides, hef'j 
is forcjed to lurch Rightwards a.s well gi 
Leftwards. The Iran on strikes and the' 
freezing of wages shovv^ the pull from 
the indigenous bourgeoisie. His attack 
on the excesses of the rich is a conces** 
sioir to the? Left. 

Kulinc Cuoups' PoLincs 

Political parties are banned, but the 
politics of the various .segments of the 
ruling class is very mnc'h alive. Gowon 
has said that the ])ohtician.s must not 
interfere with the amiy. Rut, on the 
other hand, senioi army officers are 
closely involveil in the administration ^ 
of the country and an* inevitably drawn 
into th<* political maelstrom. The north* 
>*rn feudalists an* represented in the 
Ciowon admiriistiation by Major-General 
Katsina. In the ke\ Western states the 
conflict is between tho National Nigerian 
Oeniocratic .Party (NNDP) and the Ac* 
tjon Croup (A(i). The NNDP, under 
(Jhief Akintola, is a breakaway group 
of the AC. The iiujigenons bourge^oisie 
IS ralKing behind the NNDP and it has 
the .siippcat of Brigadier Adebayo, an 
iniporlaiit man in the milftaiy hierarchy. 
Colonel Adekunle, a civil war hero, ha.s 
veeir'd towards the Action Group. 

Quite apart from tlris palace politics, 
it is the young whtr are striking out on 
a boh I new iiath. I‘\)r instance, a 
Nigerian revolutionaiy youth organksa- 
tioii has issued a manifesto entitled 
“Tho rtandbook of Nigerian Revolu¬ 
tion’’. Kxc'crpts from this show their 
political muh'rstanding. 

On military takc-oveis tlu* manifesto 
sa\s: “Coups h.ivi* not changed condi¬ 
tions foi the better, but xvorsetied them. 
Oik* can coneliide from thi.s that what 
is wrong with Nig(*ria is not just the 
leatlership as we ifionght in the past, 
but the one thing that has remained 
constant while lire leadeiship was 
( hanging — the .s\ stein ”. Or crirnip* 
tion it says: “What many people don't 
understand is that every politiciil .system 
has its own moralitx. Reeaiise of thi.s it 
IS iinpos'silde to have one sy.stein and 
expect it to hav<* the morality of another i 
system. You cannot create a system 
based on everybody grabbing what he 
can and at the same time blame the 
politicians for using th<*ir portfolios to 
grab what they can ... if you insist on 
having a .social system based on profits 
and exploitation, you have no right to 
acciist; ministers of corriiptiofn when 
they indulge in exploitation". 
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inDHin mnavsTs for the 


FERTIIIZER 





The P & 0 Division of FCI, based on 
its own know-how, manufactures 
and soils the following catalysts for 
use in the fertiiizer industry 


COR>66A 

CDR>66B 

CD-RN-33 

CDZ-6 

CDD-12 

CDZ-6A 

CDC-63 


CO-LT-ZI 

COM.15 


Methane Steam Reformation 
Methane Steam Oxygen Reformation 
Naphtha Steam Reformation 
Oesulphurisation Zinc Oxide 
Oesuiphurisation Iron Oxide 
Guard Catalyst for LT Conversion 
High Temperature CO-Conversion 
(Atmospheric/Medium Pressure) 

Low Temperature CO-Conversion 
Methanation. 


These catalysts are gredually replacing imported ones in almost all the feftiliaer plants in Indie. 
Advantages of ualng P If O Catalysts are 


Also available 

NISH ALUMINA REFRACTORY 
SUPPORT 


a) Availability of a product with a background of two 
decades of experience in fertilizer industry 

b) Indigenously available at short notice. 

c) No foreign exchange needed 

d) No time-consuming formalities for foreign 
exchange clearance. 

e) Specialised expert sarvices. 

These services include 

« Chemical Engineering problems associated 
with the use of catalysts. 

« Technical assistance for start-up commissioning 
• Follow-up services. 


The benefits of continuous lesearch and development 
in the Division are passed on to the client without 


any extra charge 


psd. 


self-reliance in 

fertilizer 

technology 


for futthf itmUilM conUct 
CHIEF ENGINEER (Commercial) 


PLANNIN6 & DEVELOPMENT DIVISION 


GIFT Buildings. P. 0. Sindri, Oist Dhanbad. Bihar 
Tele: 6641/4 (Jharia). Grams ; PLANDEV' Sindri 


the 


FERTILfZER CORPORATION OF INDIA LIMITED 
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The Din df Abroad 

Nlr^itshak 

PREOCCUPIED though the Frestr has ot the study group infructuous...» Mr 


been with the cIection> it has taken 
good care to keep its window on the 
world open. Whether the war of nerves 
in West Asia excited as much interest 
among readers as “Cho" Ramaswamy's 
bnish with the Tamil Nadu Govern¬ 
ment may he debatable, but Anwar 
Sadat and Colda Meir shared the head¬ 
lines almost impartially with the editor 
of Tughlah. The Brib'sh Government’s 
decision to sell helict^pters to South 
Africa — which brought forth from 
Swaran Singh a '*final warning to Bri¬ 
tain”, as the Hindustan Times put it 
— pushed much else into the back¬ 
ground. Above all, there was Pakistan. 
While legal battles were being waged 
in Madias and Delhi about the validity 
of the Prime Minister’s continuing in 
office after the dissolution of the Lok 
Sabha, about the use of air ^orce trans- 
, port for her election campaign, etc, 
the din of these battles could be scar¬ 
cely heard above the soimd of Mujibiir 
Rahman’s voice and the fury of Zulfi- 
kar Ali Bhutto’s threats which kept 
echoing almost daily in the newspapers. 
Foreign affairs stayed in focus again 
when President Nixon made his long 
awaited statement on foreign policy. 

V “By deciding to sell helicopters and 
s^e spares to South Africa, the Bri¬ 
tish Government has made it plain once 
again that it is not interested in the 
survival of the Commonwealth”, com¬ 
mented the National Herald. Though 
Heath may not have shed many tears 
if the Commonwealth had “fallen apart” 
in ’Singapore, he had become a paity 
to the eight-nation study group set up 
there. Yet “wth the consistency of a 
mind that is impervious to new thought, 
he has reiterated the position that the 
study group has nothing to do with the 
arms sale to South Africa. .. Is the de¬ 
cision the first 6f a series going far be¬ 
yond legal obhgations, even as these o!)- 
h'gations have been interpreted by the 
Government’s own law officers?” Sir 
Alec, the paper noted, “has refused to 
give any assuranc(*s..The British 
Government’s decision, the Deccan 
Herald wrote, was an “ominous portent” 
and "'will ui^oubtedly have serious 
implications fdr the veiy eodstenOe' df th^ 
Commr>nwea}t|i.. The ; ' Tprjies h^rf 
“made < mocjkeiy of the Stoj^pote de- 
(ii^arAtion by ](reiidermg die functioning 


Heath’s assertions in the Gonlindiis 
gest that narrow self-interest is guiding 
formulabon of iwlicy”. Why, it was 
nothing less than a warrant” that 

Heath had issued, ei|li|||iiimed the Nagpur 
Times. “The plain truth is that the Con¬ 
servative Government has not an iota of 
interest now in the Commonwealth asso¬ 
ciation”. 

In contrast to the emotion that com- 
intmts on the Commonwealth have ge¬ 
nerally aroused, cd^orial comment to 
developments in Pakistan appears to 
have been the pro9^ of cool think¬ 
ing. “Both President Yahya and the 
political parties in West Pakistan must 
reckon with two central facts”, wrote 
the Statesman. “The first is that Sheikh 
Mujib cannot agree to any compromise 
on the six-point formula even if he 
wants to, and there is no reason to be¬ 
lieve that his personal allegiance to this 
formula is less passionate than that of 
anybody else in East Pakistan. The se¬ 
cond fact thai should be clear to all is 
that any attempt to reintroduce military 
rule in East Pakistan after a failure of 
the constitution-making exercise will 
cause ail uncontrollable upheaval.” 
Taking a peep into the future, the pa¬ 
per then went to say that “if Mr Bhutto 
and others do not accept the Awarni 
League’s right to frame a constitution on 
the strength of its majority the result 
will be East Pakistan’s separation. And 
if President Yahya then tiies to hold 
the country together by military force, 
sepaiation can only be delayed by a 
period of bhxidy turmoil.” 

Written before Yahya Khan announc¬ 
ed the indefinite ixistponement of the 
meeting of the National Assembly, 
Statesmans was not the only comment 
which visualised a possible interruption 
of the constitution-making process in 
Pakistan. As early as on Febniaiy 19, 
the Searchlight, to mention one other 
newspaper, had asked: “Is Yahya Khan 
rt^ally backing out of his promise?”. The 
“very thought of a real democracy in 
Pakistan in which the Eastern wing Is 
bound to dominate b^use of its popu- 
latkm is driving the leaders of the 
Wetted- wing' Into deaperatfon”, it aaid. 
And Sill kblds ^ Immy SuggestiODS 
have been liiade to prevent Rahman 
from framing the Constitution on the 


basis of bis party’s six-point programme 
,. >. Many West Pakistan leadefs, bi*?: 
eluding probably General Yahya Khair, 
are in 

Wb^ Yahya finaDy showed his hand, 
the^ Times of India commented: “By 
postponing (he biaugural session of the 
newly elected National Assembly inde¬ 
finitely, President Yahya Khan has 
dashed the hopes of an early restora¬ 
tion of democracy in Pakistan. It was 
true that a “complete” deadlock had 
occurred between Rahman and Bhutto^ 
Yet, by preventing the meeting of the 
Assembly, “General Yahya Khan has 
only strengthened the suspicion that he 
would rather not transfer powe^ to an 
(lected civilian govemmenit than see 
the West Pakistani military-bureaucra* 
tic-feudal elite lose its dominance.,.. 
By deferring the constitution-making 
process and thus delaying due amends 
ior the wrongs done to East Paldstun in 
the past, President Yahya Khan and Mr 
Bhutto can only hasten their country’s 
disintegration.” 

Finally, Nixon. “If his two years In 
office have done anything to President 
Nixon”, commented die Hifvdu, “it is to 
transform him from the cold warrior 
that he was in his pre-presidential days 
into a seeker after co-existence. He 
has now come to accept that the era 
of US supremacy is over..Has he, 
really? The National Herald, for one* 
doubted it. Nixon’s was “a roving per¬ 
formance of the sort where, momentari¬ 
ly free of the acerbities of domestic 
controversies he finds it easier to put his 
best foot forward”, it said. “For one in 
the position of the President of the 
United States, the overriding motive of 
self-justification has often the odd effect 
of muting the harsh realities which go 
into policy making.” The foreign poli¬ 
cy review will “nevertheless be welcom¬ 
ed as defining in precise terms the 
American stand on some imiiortant in¬ 
ternational issues”, added the Mail. 
No welcome was, however, accorded by 
the Amrita Bazar Patrika, at least to 
Nixon’s ’terms’ on Vietnam. “President 
Nixon has shed tears over his failure to 
bring about peace in Vietnam”, stated 
the paper. Yet it was “difficult to ac¬ 
cept the sincerity” of his professions. 
“Since all his attempts proved abortive, 
the US President has turned- to mount¬ 
ing pressuie on Hanoi by extension and 
escalation of the war. This. cannot be 
seen as anything but a polic:^ of despe¬ 
ration which usually ends in. defeat but 
not before causing widespread destruc¬ 
tion.” 


01K 






Wuch 13, 1971 


■■EC^OMKJ'-AND'fdfil^G^ wiM# 


Ten years ago, when newspaper 
analysis cind reportage of a 
rapidly changing socio-economic 
scene w(»re vitally needed to 
interpret policymaking and 
thiriking at the toic as well as 
to point out of)portunities for 
c|rowth there was only one 
newspaper: 

Guess which one? 

Today, when leaders, decision¬ 
makers, scientists, executives 
and technocrats in government, 
commerce* and industry have come 
to rely on such a ne'wspaper 
as a dependable authority on 
the impact of policy ami busintjss 
changes sliaping the economy 
there is still just one 
newspaper: 


It isn’t 
every day 
a Daily 
celebrates 
a decade 
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3.2 per cent during 1900-65 and the 
agricultural capital-output ratio was ris- 
Irom 0.3 : 1 during 1950-60 to 
: 1 during 1960-85. Thus the per- 
lormancc ot the Thai agricultural eco- 
iionny was better than that of the Phi- 




lippine economy. 

On tlie whole, Silcock's book should 
be useful and stlipulating for all thase 
who are iiiteresttHl fn a study of the 
economic development of South-East 
Asia. 


Without Overall Reference 

Abhijit Datta 

Metropolitan Finance in a Developing Economy: Aittiedabad Municipal 
Corporation — A Case Study by Mahesh Bhatt and M S Trivedi; 
Balgovind Prakashan, Ahmedabad; pp 52; Rs 10. 


THE omnibus title of the book is 
somewhat misleading. The book con¬ 
tains an analysis of the budgets of the 
Ahmedabad Municipal Corporation for 
a 20 year period, 1950-51 to 1969-70. 
The authors report that they could 
not secure the co-operation of the city 
fathers, so the interpretation of budge¬ 
tary data was made without the bene¬ 
fit of official consultation. While this 
would probably be true of recent 
budgets since 1964-65, for which pub¬ 
lished administration reports are not 
available, it is difficult to understand 
why more use was not made of the 
earlier administration reports and other 
published documents relating to the 
city. 

The Ahmedabad Municipal Corpo¬ 
ration has a remarkable recoid of ven¬ 
turing into new and unconventional 
fields with conspicuous success. The 
Corporation provides milk to the city, 
Tuns one of the most efficient city 
transport systems in the country, 
undertakes urban development in a 
businesslike manner, and maintains a 
host of facilities for its citizens such 


•private’ services in the municipal 
sphere. Any reform will have to take 
into account these constraints that 
bedevil the municipal budget. It is 
disappointing to note that the authors 
have not exercisc4.jtheii minds on this 
issue, apart from saying that it “can be 
a separate subject of research (p v)”. 
Surely, when such questions are being 


Books 
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discussed at higher levels of Govera^ 
ment, one would have expected 
authors to comment on the relevante 
of sophisticated budgeting techniques 
— like ihe PPBS — at the local 
government level too. 

The term ‘metropolitan finance’ 
generally refers to the finances of 
more than one local government in 
an urban area — especially the func¬ 
tional-financial intei dependence bet¬ 
ween the core city and its suburbs. 
If Ahmedabad is regarded as a metro¬ 
politan area, a discussion of its muni¬ 
cipal finance would be incomplete 
without any relcix’ncc to the metro¬ 
politan fiscal issues. 

The printing of the book leaves 
much to b<' desired, and the price 
needs a cost-benefit appraisal. There 
are mistakes in the Table on page 16; 
figures arc wrongly qutitcd from the 
Zakaria report, and the total in the 
last column does not tally with the 
break-up given atK)ve. 


Received 

Institution-Building and the Organi¬ 
sation System for Research and 
Development; Popular Prakashan, 
1971; pp xvi I 144: Rs 25. 

National Council of Applied Economic 
Research: Consumption Pattern of 
Sclecnd Petroleum Products; 
NCAER, 1971; pp mv 4 154; Rs 20. 
National Council of Applitd Economic 
Research: Survey of Backward Dis¬ 
tricts of Andhra Pradesh; NCAER, 
1970; pp vii -t- 124; Rs 20. 

National Council of Applied Economic 
Research: Techno-Economic Survey 
of Haryana; NCAER, 1970; pp vii -f 
247; Rs 20. 

Ran, R P: The Congress Split; Lalvani 
Publishing Housr, 1971; po x -f- 304; 
Rs 25. 


as a zoo, a children’s park, a tourist 
office, a promenade around Kankaria 
lake, a medical college, etc. The ’high* 
level of municipal taxation is to be set 
against this background to examine 
whether the taxpayers are getting value 
for the money they pay to the munici¬ 
pal exchequer. 

Constraints that Bedevil 

The authors are not very happy 
with the methods of budgeting, archaic 
and confusing as they are in all the 
municipal corporations in the country. 
This is partly because of the statutory 
requirements ensuring administrative 
control by the concerned State depart¬ 
ments, especially when a particular 
service is grant-aided (education is an 
exam^l^X and partly iMause of the 
dbaiT distinction between tax-financed 
'public' services and fee-financed 


In book format 

Poverty in India 

by 

V M Dandekar 
Nilakantha Rath 

Special Reprints of '‘Poverty in India” by V M Dandekar 
and Nilakantha Rath are now available. The reprints, priced 
Rs 5 per copy, are in convenient demy-octavo book format on 
good quality book paper and are bound in art card. Payment 
by cheque ,or money order must accompany all orders. 

Orders may be addressed to 

Circulation Manager 
Economic and Political Weekly 
Skylark, 284 Frere Road, Bombay-1 
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Government Securities Market in a 
Mixed Economy 

A Study of India 

C Rangarajan ^ « 

The (rorcrfinicjit securities market in India reflects the mixed character of the economy. The two 
features of the Indian camowy that have shaped the nature of the market as it exists now are (a) the 
direct and dominant role of the Government in the total investment outlays of the economy, and (b) 
Government ownership of the major financial institutions. 

The commercial banks, the Life Insurance Corporation and the Provident Funds own between them 
S') per cent of (he Government debt held by the public and all these are either state-owned or under 
statutory control rc^ardiu)^ their investment policy. The investment policy of these institutions becomes 
part of the allocation of resources between the public (Government) and private sectors. Viewed from this 
aui^le, the statut(>ry restrictions imposed on these institutions on their investments takes on a new 
character. 

The rate offered on bonds is not strictly competitive. However, with the increase in the resources of 
the motor financial institutions the public debt has been growing at the rate of 7 per cent per annum. 

There is no active secondary niarket for bonds and even in relation to the limited transactions, the 
Reserve Bank of India plays an important role by supporting bond prices. Perhaps in the Indian context 
even the need for an active secondartf market may he questioned. With the major st/hscribers of Govern¬ 
ment securities under direct control of the state it is possible for the Government to keep the bond yield 
below * competitive* level. There is, however, a limit to which the Government can insulate the rates on 
bonds from other rates in the market without seriously eroding the profitability of the financial 
institutions. 

In the absence of a market, the financial instilinUms may face a problem regarding the allocation of 
funds between difjercnf State Government securities. Here again, the problem becomes a part of the general 
question of allocation of resources between Central and State Governments, rather than being purely a 
matter of the investment policy of a financial institution. 

FINANCIAT. institutions have come 
to l)e regarded as an integral part of 
the infrastructure needed for the deve¬ 
lopment of an economy. They play a 
role in the development pn^cess by 
hcli)ing to increase the level of sav¬ 
ings and investment. The mixed pat¬ 
tern of Indian economy where the 
government has come to play a domi¬ 
nant role has intluonced the growth of 
the capital market in wa>s somewhat 
dissimilar to those found in the deve¬ 
loped economies. Also, apart from tak¬ 
ing the initiative in setting up a large 
number of long-term credit institutions, 
the ofhcial policy has been to bring 
most of the financial institutions under 
state ownership. This is based on the 
theory of ‘commanding heights’ which 
requires that the slate control through 
ownership those sectors of economy 
which influence the development of 
other sectors. Direct participation of 
state in investment activii> and state 
ownership of financial institutions 
have had two effects on the capital 
market. One, the government .securities 
market has become an important seg¬ 


ment of the capital market and two, 
thr role of the secondary market has 
been considerably reduced. 

The importance of the Government 
securities market stems directly from 
the major role played by the Govern¬ 
ment in investment activity. Under the 
successive Five-Year Plans, the pro¬ 
portions of Government investment in 
India has been steadily increasing. The 
proportion which was 46 per cent 
under the Fiist Five-Year Plan rose 
to 54 per cent under the Second and 
to 60 per cent under the Third. If we 
look at the investment in the indus¬ 
trial sector alone, the proportion of 
Government investment to the total 
was 20 per cent, 54 per cent and 59 
per cent respectively in the three 
plans. The importance of the Govern¬ 
ment securities market also de¬ 
pends on the extent to which govern¬ 
ment lelies on market borrowing as 
a source of finance. Market loans 
as percentage of total resources have 
varied befween 10 per cent and 15 per 
cent under the Three Plarts (Table 1). 
In order to assess the relative import¬ 


ance of the Government securities 
market in the capital market, a year" 
to year comparison of the market 
absorption of Government securities by 
public and the new issues of non¬ 
government public limited companies 
(Table 2) was made. It can be seen 
that Government securities market has 
absorbed the greater proportion of 
funds flowing through the market. 


Volume, Growth and Yield of 
Marketable Debt 

The internal debt of Government of 
India roso from Rs 24 billion in 1951 
to Rs 96 billion in 1968. Jntemal debt 
comprises marketable rupee loans, 
small savings and Treasury Bills which 
are almost entirely held by the Re¬ 
serve Bank of India. The marketable 
debt of Government of India and the 
Stjate Governments rose from Rs 29 
billion as at the end of March 1961 
to Rs 44 biUion in 1968. This^ iim^ 
phes a coknpound rate of grow^ of 
approximately 7 per cent per annum. 
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Tabus 1 : Financino of Plan Outlays jn the Public S^or 





(In crores of Rs) 



Actuals 

1 

Actuals 

II 

Anticipated 
Actuals III 

A 

Mainly through own resources 

(i e, balance from current revenue surplus„ 

of public enterprises, railways, etc) 

752 

(38.4) 

1230 

(26.3) 

2885 

(33.4) 

B 

Mainly through domestic bar to wings 

1019 

(52.0) 

2393 

(51.2) 

2390 

(38.1) 

(1) 

Market loans (net) 

204 

(10.4) 

756 

(16.4)* 

915 

(10.6) 

(2J 

Small savings (net) 

243 

422 

585 

(3) 

Annuity Deposits and Compulsory De¬ 
posits 


— 

115 

(4) 

Unfunded debt 

92 

175 

340 

(5) 

Steel Equalisation Fund (net) 

— 

40 

35 

(6) 

Miscellaneous capital receipts (net) 

147 

46 

150 

(7) 

Deficit financing 

3.33 

954 

1150 

C 

Total domestic resources (A~i B) 

1771 

(90.4) 

3623 

(77.5) 

6175 

(71.5) 

D 

External Assistance 

189 

1049 

2455 
(28 5) 
8630 
(100 0) 

£ 

Total Resources (C i JD) 

1960 

(100.0) 

4672 

(100.0) 


* lacludes investments by the Stale liank of India out of PL 480 funds. 
Note : Figures in brackets are percentages to total. 


The ownership pattern of debt 
(Table 3) throws mleresling light on 
the ‘inark(;t’ for Government securities. 
As at the end of March 1967, 38 per 
cent ot the total debt was held by the 
Reserve Bank of India and the vari¬ 
ous departments of the government. 
Commercial banks, insurance and pro¬ 
vident funds held 50 per cent of the 
debt. Individuals held 12 pci cent and 
joint stock companies 0.3 per cent. 
The propoilioii of total debt held by 
individuals which is very small has 
declined over the years. Of the debt 
held by the public, 85 per cent is 
held by banks, insurance, and pro¬ 
vident funds, which are either Stale 
owned or under a statutory obliga¬ 
tion to invest a proixntion of their 
assets in Government securities. 

The rate of interest offered on Gov¬ 
ernment securities has been increasing 
in keeping with the changes in Bank 
rate (Table 4). The Bank rate which 
istood at 4 per cent in 1960-61 was 
raised to 414 per cent in early 1963, to 
5 per cent in September 1964 to 6 per 
cent in February 1965. It was lowered 
to 5 .per cent in 'March 1968, The re- 
deipption . yields at Issue prices for 
bpnds maturing in six years for the 


five successive years beginning 1961-62 
weie 3.71, 4.10. 4.21 and 4.60. The 
five year bond issued in 1966-67 and 
1967-68 carried interest at 4.50 per 
ci nt. The interest rate offered on Stale 
Government securities has always been 
a little higher over that offered on 
Government of India securities of simi¬ 
lar maturities. The Government has 
also been attempting to widen the 
difference between the rale offered on 
short dated and long dated ssecuiitics 
in recent years. In 1964-65 the differ¬ 
ence in interest rates between 6 year 
and 25 year bonds was .54 per cent 
whereas since then the difference has 
been kept around I per cent. 

II 

Structure of the Securities 
Market 

Constituents of the Market 

A broad market requires three con¬ 
ditions to be met: one, the number 
of buyers and sellers must be large; 
two, there should be dealers in the 
market willing to operate on their own 
and three, there should be a wide spec¬ 
trum of owners so that there can be 


a matching of buyers and sellers.' 
ancial instruments are Liquid becau$^r; 
they are marketable and marketability 
depends, among other things, Oii the ; 
organisational structure of the market. , 
The lhri*e chaiactciistics associated 
with a broad market are to a large 
extent absent in the Indian situation^ 
As pointed out earlier, 85 per cent of 
the debt held by the public is in the ' 
hands of commercial banks, Life In- ■ 
sinaiice Corporation and Provident 
Kunds. Life Insurance Corporation is 
a single state owned institution in 
charge of the entire business relating 
to life insurance. The State Bank and 
the other fourteen commercial banks 
which have been taken over by the 
Government recently control almost 
the entire banking system. The invest¬ 
ment policy of the Pl’ovidcnt Fund is 

Table 2: Capital Issuls by Non- 
Governmfnt Puniic I.imitld Companies 
ANO NtT-AB.S0RPTlON OF GOVERNMENT 
SF.Ct;RITIES BY THE PUBLIC 

(in crorcs of Rupees) 


Year 

Total of Ordi¬ 
nary and Pre¬ 
ference Sharc.s 
and Debentures 
Raised by 

Non - Govern¬ 
ment Public 
Limited Com¬ 
panies 

Net Absorp¬ 
tion of 
Government 
Securities by 
the Public 

1951 

7 9 ■ 

-9.6 

1952 

4.7 

f 33.4 

1953 

12 5 

1-80.5 

1954 

^3.2 

-b92.5 

1955 

26 2 

4 93.1 

1956 

45 1 

f- 70.6 

1957 

24 ? 

f 113,3 

1958 

2^ 9 

f 194 6 

1959 

M 2 

f 193.1 

1960 

35 00 

—63,7 

|96t 

35 01 

b35.6 

1962 

65 42 

-f99.J 

1963 

32.97 

4-100.7 

1964 

60.48 

-t 172.8 

1965 

60.67 

f 137 5 

1966 

60 09 

i 169.I 

1967 

81 6 

1 145.1 

Source: 

Reserve Bunk of India Bulletin^ 


Jt/ rr Afurtt\ uj Mrii4H4 

June 1964, March 1967, June 
1967 and March 1969. 
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govt'ined by slatui.'ry regulations. 

The Life Insuiance Cofporation (LlC) 
is interested primarily in long term 
securities. Of its total holdings of 
Governim-nt securities, only about H 
per cent consists of securities with a 
maturity o! live years and less. It is 
said that comes to the secondary 

maiket only to sell long term securi¬ 
ties which are anpioachiiig the data of 
maturity. These secuuties can perhaps 
be taken 1>.\ the commercial hank.s. 
But they cannot .sell I<ing term secu¬ 
rities (hat are m eded by ITC, since 
75 per emt of the seciiiities held by 
cbmmercidi b.iiiks is vMth maturities of 
less than five yea is Also situations 
ari.se when comnuieial banks want to 
sell short t( rm securities while the 


LlC requires medium or long dated 
ones. In such cases to some extent 
‘switch’ operations are possible with 
the help of the Reserve Bank. The 
broker who is not able to match the 
selling order of a bank with the buy¬ 
ing order of LIC can do both the trans¬ 
actions in the form of switch With the 
Reserve Bank. However, these 'switch* 
operations have been of a negligible 
magnitude in recent years. Provident 
Lunds are interested only in long term 
securities and they larely enter the 
sicondary market. 

It is difficult to estimate the magni¬ 
tude of transactions that occur among 
the different constituents in the mar¬ 
ket. One is led to believe that it is 
not high. In fact the nationalisation 


of the life insurance companies in 1956 
and the consolidation of these 200 ^ 

companies into one corporation led to/ 
a considerable shrinkage in the actU 
vitics of the market. Data on this 

are not available. But data on 'switch* 
operations given by the Reserve Bank 
show the virtual disappearance of ‘in¬ 
surance* from ‘switch’ transaction 
since 1956 (Table 5). This may indi¬ 
cate that the other transactions might 
have also been reduced to a con^der- 
able extent. Brokers in the three ^pri¬ 
mary stock exchanges at Bombay, Cal¬ 
cutta and Madras do transact some 
business as between banks. Here again, 
the magnitude of transactions is re¬ 
ported to be small. Some brokers 
point out that the profit margin on 
buying and selling securities is so 
small and the cost of borrowings from 
banks so high, it does not pay to 
act as dealers. So they are content to 
match the buying order of one bank 
with the selling order of another. 

It follows that if Government secu¬ 
rities possess ‘liquidity’ it comes not 
so much from ‘marketability* as bet¬ 
ween constituents of the market, but 
from the actions of the Reserve Bank. 

Role of Reserve Bank of India 

The Reserve Bank of India plays an 
important role in the gilt edged mar¬ 
ket. The open market operations have 
rarely been used in India as an in¬ 
strument of credit control. An article 
desciibing the operations of the Re¬ 
serve Bank of India clearly stated; 
“In general the open market operations 
have been used in India more to assist 
the government in its borrowing ope¬ 
rations and to maintain orderly con¬ 
ditions in the Government securities 
market than for influencing the avail¬ 
ability and cost of credit.*** The Re¬ 
serve Bank has tried to influence the 
gilt edged market in the two ways. 
First, at the time of most new issues, 
it has contributed liberally, acting 
thereby as an underwriter. The justifi¬ 
cation for this has been that the Re¬ 
serve Bank performs the role of a 
wholesaler in the securities market. 

It buys the new issues in bulk and 
unloads them in the market as and 
when it can absorb. Second, the Re¬ 
serve Bank has given active price 
support to the securities, the objective 
being one of building up an orderly 
market and widening the investor ap¬ 
peal. That such a policy mtjdit inter¬ 
fere with its functions as a controHef 
of credit was well recognised a« ex¬ 
emplified by the following statement. 
'‘An essential promotional function of 


Table 3 : Ownership 1*/\tilrn or Ciniral and Statl Govlknmlni Securities 



1951 

1956 

1961 

1967 

(1) Governments 

125 85 
(8 4) 

168 82 
(8 9) 

267.57 

(9.6) 

336.4 

(8.1) 

(2) Reserve Bank of India 

339.93 

(22.7) 

268.85 

(15.2) 

707 08 
(25.4) 

1262.4 

(30.2) 

(3) Commeicial and Co-operative Banks 

391.60 
(26 2) 

438 46 
(24.7) 

601.07 

(21.6) 

956.0 

(22.19) 

(4) Insurance 

112.74 

(7.5) 

167.88 

(9.5) 

286 02 
(13.9) 

576 2 
(13.8) 

(a) Life Insurance Corporation 




551.4 

(b) General Insurance Cos 




(13.2) 

9.9 

(0.2) 

(c) Employees Slate Insurance 




14.9 

(0.4) 

(5) Provident Funds 

-- 


217.55 

(7.8) 

626.4 

(15.0) 

(6) Industrial Finance and State 
Financial Coiporalion 


— 

4.81 

(0.2) 

3.7 

(0.1) 

(7) Reserve Bank of India held on 
account of others 

66 50 
(4.4) 

107.25 

(6.0) 

41.19. 

(16) 

31.5 

(0.9) 

(8) Non-residents 

59.96 

(4.0) 

40.89 

(2.3) 

34.54 

(1.3) 

15.2 

(0.4) 

(9) Others (Residual) 

399.95 
(26 7) 

591.00 

(33.3) 

531.70 

(20.6) 

361.8 

(8.6) 

(a) Joint stock companies 


— 

38.27 

(1.5) 

11.4 

(0.3) 

(b) Local authorities 

— 

— 

56.67 

(2.2) 

39.4 

(0.9) 

(c) Trus ts (both public and private) 

— 

— 

171.00 

(6.6) 

60.0 

(1.4) 

(d) Individual 

— 

— 

79.33 

(3.1) 

51.5 

(1.4) 


Note : Figures in brackets indicate the percentage share of each category of investor 
to the total debt. 


Source: “Report on Currency and Finance’*. 
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a Central Bank in the development 
context is the nurturing of such a 
br(»ad-based securities market; the limi¬ 
tations to open market policy stem in 
a situation such as in India more from 
the structural need to build up an 


active bond market and the more In'*- 
mediate requirements of assisting the 
Government in its borrowing opera- 
tions and these militate against a le- 
liance on these operations for credit 
control purposes. 


Table 4 : Interfst Offered on New Loans Fu)ated ry Government of India 


Year 

Maturity 

Coupon 

Redemption* 




Rate 

Yield at 

Bank. Rate 



(per cent) 

Issue Price 


1961-62 

6 years 

V\ 

3.71 



8 years 

VA 

3.74 

4".; 


20 years 

4 

4 II 


1962-63 

6 years 

M 

3 91 

Since Jan 1963 


10 years 

4 

4 10 



23 years 


4 50 


1963-64 

6 years 

4 

4 10 

4 '17 


23 years 


4.50 



10 years 

4i 

4 25 


1964-65 

6 years 

4 

4.21 

Since Sep 1964 5"/, 


25 years 

4? 

4 75 

Since Feb 1965 6";; 

1965-66 

6 years 


4.60 



25 year.'^ 


5.50 



3 years 

41 

4.25 



7 years 

4? 

4.75 


1966-67 

5 years 


4 50 



25 years 


5 50 


1967-68 

5 years 

4?i 

4.50 

Since Mar 1968 5 


15 years 

5 

5.00 



25 years 

511 

5.50 


1968-69 

7 years 

4j 

4.25 

CO/ 

^ /o 


27 years 

5!S 

5.50 


.1969-70 

7 years 

4| 

4.25 

5?„ 


30 years 


5.50 


1970-71 

7 years 


4.50 



30 years 

5)4 

5.50 



• This figure has been calculated because in many cases the issue price has been 
below face value. 

Table 5 : Switch Opfrations 



1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

Insurance 


— 

3.6 

1.4 

0.2 

1.7 

5.2 


1 1 

Banking 

4.7 

4.4 

29.1 

12.6 

4.2 

6.6 

10.6 

4.8 

2 3 

Others 

7.5 

8.9 

29.5 

15.3 

4.1 

6.3 

11.1 

13.6 

12.4 

Total 

12.2 

13.3 

62.2 

29.3 

8.5 

14.6 

26.9 

18.4 

15.8 


Source : Reserve Bank of India Bulletin^ 1964. 


That the Reserve Bank contributes to 
the new issues floated by the Govern¬ 
ment is an important factor that must 
he taken into account while assessing 
the impact of open market operations. 
The Reserve Bank publishes detailed 
data on the net absorption of Govern¬ 
ment securities by the public (Table 6). 
Net absorption refers to the increase 
in holdings of securities of holders 
other than the Reserve Bank of India 
and the Central and State Govern¬ 
ments. Separate figuies are provided 
on the n<‘t market borrowings by the 
('eiitial and State Governments and 
net cash receipts from the public. The 
difference between the two gives an 
indication t>f the amount subscribed 
by the Reserve Bank of India at the 
rime of the issue of loans.* This figure 
has vaiied between Rs 700 million and 
Rs I billion in the last 6 years. It is 
against this context that the effect of 
open market opeiations must be inter- 
picicd. Net sales by Reserve Bank in 
a year does not imply a restiictivc 
policy unless we know what the Re¬ 
serve Bank has put in at the time 
of the new issue of loans. It is 
I hen-lure not correct to claim the pre- 
pondciance of net sales during the 
decade of 1951-61 as a sign of the 
growing maturity of the gilt edged 
market. As far as the impact on the 
economy is conecined, the amount 
that is relevant is the Reserve Bank’s 
subscription to the new issues plus (or 
minus) open maiket purchases (or 
sales). The effect will be expansionary 
il the subscription to tht; new issues 
IS greater than the sales. Such a sup- 
poit to long term securities is a form 
of deficit financing and must be re¬ 
cognised as such. 

Reserve Bank’s price support is an 
important factor contributing to the 
“liquidity” of government securities. 
As pointed out carliei, the market acti¬ 
vity as such is limited and it is the 
Reserve Bank’s role as “buyer of last 
lesort” (as described In a spokesman 
of the Reserve Bank of India) that 


(Year ended March; Rs in crorcs) 


1958 

1959 

1960 

1961 

1962 

1963 


0 6 



— 

-- 

0 6 

18.0 

0.'^) 

1.2 

2.9 

0.4 

2.7 

2.2 

1.9 

1.6 

4.3 

2.9 

3.3 

20.8 

2.8 

2.8 

7.2 

3.3 
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Hie better way to*'wrap it up" 


Your valuabt# products need the right 
packaging for protection from external 
dan^ge« Insects, rodents^ moisture and 
dust 

WARDEN 6 CO. make 
e Multiwall paper sacks 
e Hessian laminated bags (hessian poly¬ 
thene and hessian paper) 
e Waterproof paper (tapes) in rolls 
e Fibre drums and plastic containers 

Suitable for all types of industrial pro* 
ducts—minerals, chemicals or foodstuffs 
—-whether in granular, powder, liquid or 
flake form. 


A packaging problem? 

Tell us about your product and weH 
give you the packaging that's just right... 
Packaging that costs less, is easy to 
store, convenient durable and attractive. 


wARnm —the packaging people 

Warden & Co. Private Ltd. 

Quay Street, Mazaoaon,Bombay«lO 00 
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makes it liquid. For many years, the 
Reserve Bank's purchases consisted of 
(he maturing ones and the sales that 
of the new issues. Acquiring securi¬ 
ties nearing maturity was part ol the 
policy of “grooming” the market lor 
new floatations. Some purchases (in* 
sales) of a grooming nature were also 
undertaken in the case of loans of cor¬ 
responding maturities in order to bring 
their yields in line with those of the 
new ones. But in the last few years, 
the operations have been conducted 
over a wide lange of maturities so that 


a structure of yieldvS might emerge 
where the short is lower than the long. 
All this only goes to show that the 
markft is what the Reserve Bank 
makes it to be. If the Government 
securities in the last six yeais have not 
suffered a serious decline in values 
which has been the fate of the indus¬ 
trial securities, it is because of the ac¬ 
tions of the Reserve Bank rather than 
due to the inherent attractiveness of 
these securities to investors. Differen¬ 
ces in the yields of different State 
Government securilies of same matu¬ 


rity persist because by and larg«, the , 
Reserv(‘ Bank does not deal in State 
Government securities. 

The secioi-wise distribution of pur¬ 
chases and sales by the Reserve Bank 
also goes* to emphasise that investment 
in Government securities is essentially 
for “keeps". Insurance and Piovidenl 
Funds used to figure prominently on 
the sales side of the Bank's account. 
Since 1960, however, insurance has 
disappeaied from the picture. This 
fact can only be taken to mean that 
their investment demands for gilt 


Tablk 6 : Nff Ausorption of GovtRNMbNr StcuRini.s by Public Since 1951-52 

(Rs crorcs) 


Net Market Borrowings by the Central 

Cash 

Open 

Net 

and State Governments 

Receipts 

Market 

Absorption 


(net) from 
the Public* 

Purchases 
(—) from/ 

(-1 ) by the 
Public** 

Cash Cash Net 

Receipts Payments Receipts 


Sales (4) 

(4 4 5) 

(1 2) 

1 2 3 

4 

to the 
Public f 

5 

6 


First Plan 


1951-52 

24.3 

49.2 

24.9 

( 1.7 

11.3 

- 9.6 

1952-53 

15.8 

2.9 

1 12.9 

r 12.9 

f 20.5 

1 33.4 

1953-54 

f>0.4 

63.9 

3 5 

V 46.3 

34.2 

i 80.5 

1954-55 

160.7 

50.9 

110.7 

. 67 2 

4 25.3 

i 92.5 

1955-56 

98 6 

16 6 

: 82.0 

r 64.2 

• 28.9 

I 93.1 

lolal 

359.8 

182.6 

177 2 

,'-192 3 

97.6 

1 289.9 

Second Plan 

1956-57 

143.7 

3.0 

rl40.7 

89.7 

19. J 

70.6 

1957-58 

99 7 

29.0 

70.7 

: 28.1 

82.2 

113.3 

1958-59 

241.6 

14.8 

^ 226 8 

-105.6 

89.0 

194.6 

1959-60 

208.3 

33 6 

i 174.7 

82.5 

60.6 

143. 

1960-61 

179.4 

45.4 

4 134.0 

61.4 

125.1 

63 

rolal 

872.7 

125.8 

746 9 

367.3 

90 6 

1 457.9 

Thhd Plan 

1961-62 

187.2 

50.4 

. 136 8 

72.6 

37.0 

35.0 

1962-63 

221.2 

41.2 

180.0 

1 19.8 

- 24 1 

. 95.7 

1963-64 

208.8 

64.0 

• 144.8 

50.8 

• 44.7 

. 95.5 

1964-65 

253 5 

68.4 

i 185.1 

98.2 

r 74.6 

! 172.8 

1965-66 

258 5 

27.5 

231.0 

136.4 

2.2 

i 134.2 

Total 

1,129.2 

251.5 

877 7 

477.8 

56 0 

533.8 

Annual Plans 

1966-67 

224.9 

48.2 

■' 176.7 

• 106.2 

f 62.9 

169 1 

1967-68 

243.2 

81.3 

< 161.9 

• 94.7 

; 50.4 

• 145.1 

1968-69 tt 

255.5 

103.8 

i 151.7 

H 98. 1 

f 96.0 

; 194.1 

Total 

723.6 

233.3 

490.3 

! 299.0 

^ 209.3 

+ 508.3 


Note : Figures from 1956-57 onwards arc incliLsive of investments of PL 480 funds. Figures for 1962-63 and 1963-64 include sub¬ 
scriptions to the 4i% National Defence Bonds, 1972. Those from 1960-61 onwards arc not strictly comparable with the 
figures for the earlier years consequent on the change in the arrangements in regard to PL 480 funds from May 12,1960. 
Figures exclude the Prize Bonds and Gold Bonds. 

♦ Excluding the Reserve Bank of India and Central and State Governments. 

T On the Reserve Bank's Investment Account and Central Government's Cash Balance Investment Account. 

*♦ Figures do not take into account transactions on State Governments’ Cash Balance Investment Account, Bank’s operations 
in State Government loans and repayment of State loans held by State Governments. 

tt Provisional. 
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• •• or the hetrs^ed? 


A shadow darkens the future 
of over 60% of India’s children— 
yet not many people even know 
its name: protein malnutrition. 

What it means 

Protein is the element in 
food that builds both body and 
mind. If children between 6 
months and 5 years do not get 
enough protein they become 
physically stunted. Worse, 
their mental development may 
be affected. And protein 
later on cannot repair this 
damage. It lasts a lifetime. 

What it forebodes 

"Economic ills—Adults 
below par, prone to illness, 
mean low productivity, 
wasted manhours. 

"Population problems— 
Malnutrition is the major 
single cause of infant deaths. 
High infant mortality 
encourages larger families. 

♦Social injustice—When 
over two-thirds of the younger 


generation could be handicapped 
by malnutrition, how can we 
talk of equal opportunity for all ? 


Help. 


Malnutrition is a hidden famine 
...and so more dangerous. We 
must fight it on all fronts. 

DEVELOPMENT PLANNERS 
must recognise that nutrition is 
an important pre-requisite to 
socio-economic development. 

PRIVATE INDUSTRY must 
fulfil its social responsibility 
—low-cost nutritious foods 
are urgently needed. 

GOVERNMENT, BOTH 
CENTRAL AND LOCAL, must 
•initiate developmental research 
•rationalise distribution 
of scarce protein foods 
•encourage the food Industry 
with rational laws and 
licensing policies 
•organise mass-scale 
relief programmes 
•extend fortification of 
basic foods 
•use mass 
communication 
for nutrition 
education 


Inserted in the public interest by the Protein Foods Association of India 
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met by parehiMs, «l|"<*w 
loans tlian of existing securities.. Only 
iMtnke ai^pear both in the purchase and 
siliS sides of the JBaiik’S operations. 
This la because baidcs try la meet part 
of their oeakMl requiW^ b^ 
leg securities to the JNserte Bank. 

To sum up: The thfee ma|Or hol- 
deia of Oovernmetit securities are 
State ovmed coMnevcial banks, life 
Insurance CorporaHon and the Provi¬ 
dent Fund. Together they account for 
85 per cent of the securities held by the 
putAic. Most of these institutions in¬ 
vest in securities only to hold them 
till maturity. The Reserve Bank of 
India plays an important part in the 
tyiarket botb at the time of new issues 
and subsequently. The open market 
operations Of the Reserve Bank have 
to be interpreted carefully because of 
the Bank's policy of acting as an 
underwriter at the time of new issues. 
The total volume of transactions among 
the constituents of the market is very 
limited. The Reserve Bank of India 
does not stand ready to take the 
Government securities at a given price. 
It allows the price to fluctuate with 
changes in interest rate. However, it 
does support securities at prices decid- 
j ed upon by it. In fact, it is this readi¬ 
ness that imports liquidity to the 
Government securities in India. 
Marketability in the Indian context 
implies transferability to the Reserve 
Dank. 

Ill 

Perfornumce of the Market 

The total marketable debt of both 
the Central and State Governments 
rose at a compound rate of 6.7 per cent 
.during the fifteen years covering the 
first three plans. During the same 
period, debt held by the public rose 
by 5.g per cent per annum so that the 
ratio of total debt held by the Reserve 
Bank and Government deptfrtments in¬ 
creased froipL 31.1 per cent an 1951 to 
39.7 per cent in 1966. The rate of 
growth has Pot been uniform under 
the three plans. During the First Flan, 
v^Ie total Mt rose by 3.5 per cent 
debt held by public rose by 5.3 per 
implying a transfer of debt horn 
.tim Reserve Bank and Govemn^nt to 
nofirGoiverninent piiUic^ Duriiig| the 
Flan white total marketable 
; rmse by 9.^ per eept per annum« 

’ heid by rose by 6J per 
UckC tite \ of 

- hot'-so stfottf^; ‘kt' tiie'.'il^ea., 
■ wWte ^ . 


dudes ip^tmehls in Government 
seeurittes by the State Bdnk out of 
PL 480 counterpart funds. The 
marketable debt and debt held by 
public rose by 7.3 per cent and 5.8 
per cent respect!ve{r .during the Third 
Flan. The response to the Government 
borrowing programme does not seem 
to be related to the growth in income. 
Debt held by public rose by the same 
percentage duriiig^^^the Second and 
Third Plans whei|^ Income rose by 
22 per cent under^tbe Second and by 
13 per cent during the Third. What 
seems to determine the growth in the 
debt is the increase in the assets of the 
institutions holdings debt and Govern¬ 
ment policy relating to them. 

A 'Captive* Market 

— I 

The Government securities market 
has been described by some as 
a ‘captive* market. The implication is 
that the three main groups of institu¬ 
tions holding Government securities 
are either State owned or State con¬ 
trolled so that Government policy can 
virtually decide the amount to be held. 

Insurance companies even prior to 
nationalisation were subject to certain 
statutory restrictions regarding the in¬ 
vestments of the funds. The Insurance 
Act had laid down that 25 per cent 
of the funds were to be invested in 
Government securities and another 30 
per cent in approved securities. These 
provisions were incorporated in the 
Act nationalising the insurance com¬ 
panies. In fact, the proportion of total 
assets invested in Government securi¬ 
ties by the LlC has been increasing 
over the last eleven years. The in¬ 
crease cannot be attributed to ‘attrac¬ 
tive’ rates of interest. The LIC earns 
a much higher return on such assets 
as mortgage loans. In fact the Chair¬ 
man of the LIC is reported to have 
observed that the indirect compulsion 
to invest a high proportion in Govern¬ 
ment securities is reducing the profit¬ 
ability. It may be Interesting to note 
tlMt whUe in the US the proportion 
of total assets invested in Government 
securities by insurance companies is 
only 5 per cent, in India it is as high 
as 40 per cent. 

The commercial banks are required 
under the Banking Companies Act to 
invest a specified proportion of depo¬ 
sits in. the form of vault cash, excess 
reserves, gold and approved securities, 
this is In addition to the requirement 
to hold reserves with fhe Reserve 
Bank. secomtety reiigryg require- 
lit eem was 

per ciMit . iili 1964. 




The increase in the liquIdlQr 
was intended by the Reserve Bank 
a step towards strengthening bgii^l 
liquidity and thereby the soundness 
the banking system. As it has b^ 
pointed out even with respect to pt^ 
mary reserves, these statutory rcqulr^ 
ments do not really go to meet tin 
liquidity needs arising out of deposit 
fluctuation as these funds ar^* r^l> 
frozen. They increase the llquidlts 
only by preventing an increase in the 
more illiquid assets such ag loans. Ttu 
imposition of a secondary reserve re¬ 
quirement has meaning only if the ratig 
imposed is higher than what it would 
otherwise have been. Ip 1964 wheii 
the ratio ^was increased to 25 per cent 
investments as a percentage of depd^ 
sits was higher at 31 per cent. But 
what disturbed the Reserve Bank wat 
t.he steady decline in the ratio from 
year to year. The ratio stood at 40.6 
per cetit in 1959-60. Whatever the 
historical origin of the ratio, banks 
now seem to feel that in the absence 
of statutory requirements^ they would 
not be investing this proportion in 
Government securities. We shall exa¬ 
mine this statement in the next section. 

Provident Funds consist of contrlbu-* 
tions made by employers and empio^ 
yees to serve as a form of retirement 
benefit. Such a scheme is compulsory 
as ^ar as industrial workers arc COUt 
cerned. But most establishments and 
educational institutions have such a 
scheme for all employees. But the dis^^ 
position and management Of such 
funds are regulated by statute. Till 
1967-68, the rule was that all invest¬ 
ments should exclusively be made lit 
Central Government securities. Since 
then some flexibility has been intro¬ 
duced by permitting them to hold a 
part of their funds in State Govern* 
ment securities and in fixed deposits 
with banks. With the growth in the 
industrial sector, Provident Funds have 
tended to grow so that their share in 
the total investment of Govemmen^t 
securities has increased from 5.5 per 
cent in 1957 to 16.5 in 1967. The 
original restriction that all investments 
should be in Central Government secu¬ 
rities was made to prevent the diver¬ 
sion of funds by the employers for their 
own benefit. However, latdy both 
employees and employers have been 
feeling such a restriction as unjust as 
these are long term funds and a differ¬ 
ence of even one per cent in the 
return over a period of 30 years makes 
a considerable difference. The rules 
have been glightly retexed as men¬ 
tioned eariler. 
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Table 7: iNVRSTMiNTS to Total 
Deposits in Scheduud Banks 

(percentages) 


1950-51 

— 

1951-52 

34.3 

195^53 

35.8 

1953-54 

37.6 

1954-55 

37.2 

1955-56 

36.9 

1956-57 

32.8 

1957-58 

29.2 

1958-59 

36.5 

1959-60 

40.6 

1960^61 

35.9 

1961-62 

32.34 

1962-63 

31.45 

1963-64 

31.49 

1964-65 

29.68 

1965-66 

28.84 

1966-67 

29.85 

1967-68 

28.03 


Source : Reserve Bunk of India Bulletin, 
July 1969. 

Originally the lestrfctions introduced 
in the various statutes regarding the 
use of funds were intended to ensure 
thf safety of funds. However, recently 
the justification is made on public 
grounds. In ber report on economic 
policy which finally culminated in the 
nationalisation of banks, the Prime 
Minister indicated that the liquidity 
ratio of banks might be incieased from 
2*5 p<*r cent to 30 per cent primarily 
for diverting more funds into the hands 
of the Government If one could as¬ 
sume that public investment has a 
higher ‘social benefit’ than private in¬ 
vestment, such a diversion can be 
justified. Tn the case of banks since 
Government owns them, a higher or 
lower return on gilt edged does not 
affect the return to the Government as 
a whole. In the case of LIC, a lower 
return affects the bonus of policy hol¬ 
ders and in the case of provident 
funds, the employees. 

To what extent is it justifiable t(t 
describe the market as ‘captive*? The 
charge of being ‘captive* can hold only 
If it can be proven that the rate of 
interest offered on gilt edged are so 
unattractive that in the absence of 
statutory restrictions, these institutions 
would hold less of these securities. 

Let us analyse the problem from the 
point of view of commercial banks. 
Table 1 gives for the years since 
] 950-51 the ratio of investment to total 
deposits of commercial blanks. For 
many years, banks have maintained a 
high ratio of investment to deposits 
even at the of the busy season. 
The high ratio in all these years can 
only be due to a lack of demand for 
credit^ or at least the type of credit 
that bonks were willing to lend. The 
statutory requirement was way below 


the level held by banks. It is only 
since 1961-62 the ratio has tended to 
come close to the statutory minimum. 

It is interesting to note that in the 
US even though there is no secondary 
ies<‘rve requirement banks have main¬ 
tained between 25 and 30 per cent of 
their deposits in US Government and 
other State Government securities. 
The requirements of liquidity have 
compelled banks to hold these securi¬ 
ties even though the return on Govern¬ 
ments is less than that on loans. The 
difference between the return on loans 
and interest on Government securities 
has not however exceeded 2.25 per 
cent in the last ten years. In India 
however, the difference has been much 
wider (Table 8). But on the other 
hand the primary reserve requirements 
in India is only 3 per cent of total 
deposits whereas in the US on the 
average it would have been around 
15 to 18 per cent of the deposits. The 
capital deposit'ratio is half of what it 
is in US (Table 9). Taking all these 
factors together one is led to believe 
that if Government securities in India 
did possess the kind of liquidity which 
they command in the US, banks here 
too in the normal course would main¬ 
tain anywhere between 25 to 30 per 
cent of the deposits in Government 
securities. However, it does raise the 
other question of how to estimate the 
liquidity of an asset which forms part 
of a legal requirement. When assets 
are frozen can one legitimately claim 
that there is still liquidity? But by 
the same token the question can be 
asked avS to why banks in the US, for 
example, maintain more than 25 per 
cent of deposits in Government securi¬ 
ties while th(‘ average level of fluctua¬ 
tion in deposits level is not likely to 
be of this order at all. In fact what 
banks are insuring against is the maxi¬ 
mum probable decline in depo.qits 


during any given period.^ In drills 
sense banks are an extreme type of risk 
averters. It is partly to - coibPOftsate 
for the secondary reserve requirement 
that the Reserve Bank is more gene¬ 
rous in its lending to commercial banks 
than the Federal Reserve System. 
There have been months when the 
borrowings of scheduled banks from 
the Reserve Bank have amounted to 
6 per cent of the deposits, ^uch a 
high level of borrowings is unknown 
in the American Banking System. 

Banks have liquidity problem be¬ 
cause of the fluctuations in deposits 
level and loan demand. When there is 
an active and broad market, this 
liquidity is provided by Government 
securities. In the Indian context be- 
cau.se of the limited number of hol¬ 
ders, Reserve Bank’s policies both with 
respect to price support of securities 
and lending to commercial banks give 
the necessary liquidity needs. The 
statutory minimum of 2 per cent can¬ 
not therefore be regarded as harsh.* 

The statutory restriction applies only 
to the overall amount of approvea 
securities. Banks are free to deter-, 
mine the comi'>osition of the security 
portfolio since the approved securities 
include Central and State Government 
securities as also semi-Government 
securities. Banks, however, prefer to 
hold the bulk of the securities in 
Central Government securities even 
though the I'ctiirn is low. This is pro¬ 
bably due to the fact that RBI gives’ 
greater price support to Central 
Government securities than to others. 

Since the demand for current liqui¬ 
dity is much less in the case of LIC 
and Provident Fund perhaps in the 
absence of statutory restrictions, these 
institutions might have invested less, in 
Government securities. A comparison 
of the distribution of assets of life in¬ 
surance companies in USA, UK and 


Table 8: Rate of Return on Loans and Investments 


(perccntai^s) 
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1950 

2.4 

4.6 




1955 

2.7 

4.8 




I960 

3.2 

5,33 

3.14 


S.92 

1961 

2.9 

6.1 

3.05 


5.84 

1962 

2.9 

6.45 

3.22 


5.93 

1963 

3.00 

6.58 

3.38 


5.87;, 

1964 

3.22 

6.67 

3.63 



19^5 

3.21 

7.77 




1966 

3-$l 

8.1 
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1967 
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India (tabfe 10} brints but tbe 

diA^etice. ill the polities. While the 
per^Hdti^tage cf total assets invested in 
industrial stocks and bonds is 40 pet 
cent in UK, and 27 per cent in the 
USf it is only 14 per cent in India. 

Yield on Government and 
Other Financial Assets 

The interest offered on Governments 
has been increasing, llie rate of 
interest offered on five year bonds rose 
from 3.5 in 1961-62 to 4.5 in 1967-68. 
However, the yield on other financial 
assets such as debentures, fixed depo¬ 
sits in banks and long term postal 
savings certificates have also been ris¬ 
ing. This interest offered on deben¬ 
tures is between 7 and 8 per cent and 
many stock brokers feel that deben¬ 
tures arc more easily sold in the mar¬ 
ket than even Government securities. 
The rate of interest offered has also 

Table 9: Paid Up-Capital to Total 
Deposits 


(percentages) 



India 

USA 

1960 

3.96 

9.60 

1961 

3.94 

9.32 

1962 

3.98 

9.23 

1963 

3.79 

9.35 

1964 

3.52 

9.03 

1965 

3.31 

9.26 

1966 

2.90 

9.26 

1967 

2.72 

8.86 


Source: ^'Statistical Tables Relating to 
Bankss’\ 1964-67, Federal Re- 
serve Butfetin, 1963-67. 


to examined in rejbfibti to chaitges 
in the price level. The v^olesale price 
index rose from 100 in 1952-55 to 212 
in 1967-6B» thus registering an increase 
of 5.25 per cent per annum. Of course, 
the increase in price was not uniform. 
In 1955-56 the index stood at 92.5. It 
is since 1960-61 the price level has 
been increasing. In some years the in¬ 
crease has been of the order of 20 per 
cent. The steadily increasing price 
level makes investments in real assets 
much more attractive. Non-financial 
institutions like textile milts which in¬ 
vite deposits have also been paying 
higher interest rates. 

It is the performance of variable 
dividend industrial securities in the 
last hve years that has caused some 
concern about functioning of the capi¬ 
tal market in India. The index of 
security prices which stood at 86.1 in 
1964-65 fell to 76,7 in 1967-68. This 
steady decline in equity prices had 
made the rate of return negligible. The 
average annual return to the individual 
shareholder computed by taking into 
account both the change in the price 
index and the dividend yield on equi¬ 
ties amounted to only one per cent in 
1964-65 and 1965-66. Compared to 
the industrial securities the price of 
GciVeinment securities ruled rather 
steady. The index of prices relating to 
Government and semi-Government 
securities stood at 95.5 in 1967-68 
compared to 98,2 in 1964-65. In 1968- 
69 the price of both Government secu¬ 
rities and industrial securities rose. 
Thus, the return on Government is 
more attractive than most industrial 
securities, though not as compared to 


Table 10 : Distribution of Assets of 
Life Insurance Companies in UK, 
USA, AND India (I960) 

' (As percentage of total assets) 



UK 

USA 

India 

Goyeninicnt 

securities 

18.5 

9.2 

31.9b 

Industrial 

bonds 

18.8 

22.4 

6.99 

Stocks apd 
ordinary 
sbaies 

21.2 

4.2 

7.42 

policy loans 

I3.f5 

39.3 

8.46 


f UC , Anaual, 1960. Ge<H«e 
, -f.i jCI«to9,.WT. Orttor,!. "Iwa- 




investments in real assets or certain 
other financial assets. The point has 
already been made that the main 
reason for the price of Government 
securities not suffering a serious de¬ 
cline in price was due to the support 
policies pursued by the Reserve Bank. 

In the last few years, the rate of 
interest offered on governments has 
shown a rise. A problem that has not 
however received sufficient attention is 
the differential between the short and 
the long. Given the present yield of 
4.25 per cent on 7 year bonds and 5.5 
per cent on 30 year bonds, expectation 
of a rise in the interest rate even by 
^ per cent on both types in the next 
few years would make investment today 
in the long dated bonds unattractive. 
The differential between the short and 
the long that now does not pro¬ 
vide enough cushion for the long 
dated ones to absoib any capital loss 
that may he siistainad by an iacrMe 



in interest rate. Thus from die 
of view q{ a rational investor the 
dated bonds are by no means 
live unless no changes in interest ratei. 
are expected. ; ! 


Impact on Other Sectors qp 
Capital Market 

To what extent has the growth in 
the Government securities market 
affected other segments of the capital 
market, particularly the new issuer 
market and the stock market? It is 
pointed out since the major institq- ' 
tions channelling savings are State 
owned and since Government diverts 
a greater part of these resources for 
its own purposes, the private sector ig 
•‘starved’’ of the necessary funds. 
This is even cited as one of the factors 
that has contributed to the recent d^* 
dine in the share prices. 

A mixed economy like that of India 
will have to evolve a scheme by which 
the available savings can be shared 
between the public and private sectorst 
The Government has so far made no 
change in the statutory requirements 
relating to the disposition of funds of 
any of the financial institutions. Since 
the bulk of the funds of these institu¬ 
tions has always gone to the Govern¬ 
ment, with rapid growth of these insti¬ 
tutions, the Government has been able 
to meet its requirements much more 
easily than the private sector. How¬ 
ever, the long term credit institutions 
are primarily intended to help the 
private sector. These institutions as 
has been rightly pointed out are inter¬ 
mediaries between Government which 
is the main source of funds and the 
investors in the private sector. 

The recent decline in share prices 
can be traced to several causes. The 
private sector has been insisting that 
it is the high rate of corporate taxa¬ 
tion leading to low dividend yield 
that has been primarily responsible fur 
the setback. It is true the corporate 
tax in India is higher than in many 
other countries. But many industries 
in India have been enjoying a high 
priced sheltered home market because 
of the policy of import substitution. 
Thus Government policy cuts both 
ways. As between shares of different 
companies there are considerable varia- 
tions in price fluctuations, leading one 
to believe that there are many other 
reasons for the decline in share prices. 
Nervousness on the part of the inves¬ 
tors seems to have played an impor¬ 
tant part. The sharp decline in prices 
occurred after the Chinese attack and 
the Indo-Pakistani conflict. 'Qimatc^ 
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thui appears to be a sisniftcant factor. 
The decline in iht; prices of shares in 
1966-67 and 1967-66 is dtie to the 
recession that hit the industry. The 
Share prices have started rising with 
^he improvement in the economy. 

A recent study has pointed out the 
foct that there is a decrease in the 
reliance on equity capital as a means 
of financing new projects and that the 
proportion of equity capital raised 
, from the general public is falling. An 
, active stock market can come into 

existence only if companies make a 
bid to attract enough investors. This 
would make shares “marketable*' and 
therefore **Iiquid*’. 

IV 

Future Development 

With regard to the future of the 
Government securities market two 
questions seem to be relevant. One, 
should the market for Government 
securities be widened and two, > can 
the market be widened? If the ans¬ 
wer to the first question is negative 
the second question does not arise. It 
is nevertheless useful to analyse the 
implications of these two questions. 

Parties Interested in 

Widening the Market 

There are three parties who may be 
interested in the widening of the mar¬ 
ket. They are (1) holders of securi¬ 
ties. (2) Government and (3) Central 
Bank of the country, i e. Reserve Bank 
of India. The motivations of the 
parties may be different but they never¬ 
theless reinforce each other. 

Holders are interested because mar¬ 
ketability ensures liquidity. Like hol¬ 
ders of all obligations, holders of Gov¬ 
ernment securities would welcome an 
active secondary market. Of course^ as 
our preceding analysis has shown* 
market Is not the only means to en¬ 
sure liquidity. If the Central Bank of 
the country stands ready to buy or sell 
at prices which are not considered un¬ 
reasonable 'marketability* can still be 
<*nsured. 

The Government, like all issuers of 
obligations, would normally be intei-est- 
ed in widening the market because 
marketability by itself is an attribute 
which investors desire. A widening 
of the market leads to increased mar¬ 
ketability and this might facilitate 
the Government in issuing a larger 
volume of debt. However, this raises 
the other issue whether the Gfovern- 
ment is willing to offer that rate of 
interest which will make these aecttii* 
ties readily marketable. If the Goveni- 
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ment is not willing fo^ do that, then 
widening of the market alapg these 
lines might become impossible. 
Government might l>e content to have 
a restricted 'captive* market if the 
subscription to Government loans will 
not increase considerably by the offer 
of higher rates of interest. 

The Central Bank of a country 
would normally be interested in a 
broad and active securities market be¬ 
cause this enables the Bank to conduct 
open market operations easily. It has 
been pointed out that if the market is 
narrow, sale of even a small volume of 
securities by the Central Bank may 
lead to disorderly conditions in the 
market. So a Central Bank concerned 
with the use of open market operations 
as an instrument of control, may take 
active steps to widen the market. How¬ 
ever, there is the contrary view^ that 
in the early stages of the development 
ot capital market, the central banks' 
efforts to widen the Government secu¬ 
rities market must be through ensur¬ 
ing stability in bond prices and there¬ 
fore open market operations as a means 
of control may not have a role to play. 

If a genuine attempt is to be made 
to widen th<^ market, a necessary 
condition is that the rate offered on 
the securities must be competitive. In 
the absence of a really competitive 
rate, the base can be broadened only 
by the enlargement of the 'captive 
market*. 

Implications of Low Bond Rate 

A policy of maintaining low bond 
>ields has important consequences (a) 
to the Reserve Bank of India (b) to 
the Government and (c) to the insti¬ 
tutions holding Government securities. 

In analysing the securities market 
in Pakistan, Porter had contended 
that low bond yields had come in the 
way of effective implementation of 
monetary controls. It is true if the 
Central Bank, in the first instance, 
forces banks to hold more than they 
would otherwise do and then stands 
ready to convert securities into re¬ 
serves when desired by oommercial 
banks, monetary controls cease to be¬ 
come operative. Porter for examine 
writes: “Although Slate Bank 
[of Pakistan] is not legally obligated 
to lend unlindted reserves to ffia com¬ 
mercial banks on Goveromeht security 
collateral, the banks seemed to have 
accepted the quota pcBdy on the 
uttiderstanditkg that unwanted sectiri'^ 
ties would always serve ifci; epltoteral. 
Tims the quantity of sohedhli^ ba^ 
borrowiiig ftom the is 


detenhuted not by the iiihkt bud 
by tlie demands of ihe scheduled ba n ka. 
on their holdings of Government stcttri* 
ties."* Ksl refers to the fact that imt 
free reserves of banks in Pakistan had 
often become negative, sometimes even 
to the extent of 20 per. cent of the 
deposits. This, Imwever, is not neces¬ 
sarily a concomitant of a policy of 
low bond yields. Though the rates 
offered on securities are nut “competi¬ 
tive,*' the Reserve Bank of India has 
not been that liberal in regard* to its 
tending policy. The net free reserves 
of banks had been negative but had 
never exceeded five per cent of depo¬ 
sits. Thus the Central Bank of the 
country need not necessarily lose con- 
trot over regulating credit because of 
lov/ bond yields. The Reserve Bank 
of India has been following a twofold 
policy of fixing maximum interest rates 
on conunercial bank advances and ap¬ 
plying a progressively rising rate on 
the borrowings from the Reserve Bank. 
These compulsions to hold Government 
securities far from weakening controls 
serve as secondary reserve requirement 
and apply a brake on expansion of , 
loans. There is, however, a limit to 
the extent to which banks may be com¬ 
pelled to lend to Government at rates 
that are not “competitive** because a 
point will bo reached when these rates 
might make banks unviable Rs profit 
making institutions. 

The Government, as pointed out eai- 
Ucr, has a choice between raising the 
interest rate and thereby widening the 
market and keeping the interest rate 
low and be content with a restrictive 
market. The policy of being content 
with a restrictive or 'captive* market 
is not necessarily bad. The 'captive' 
market in India consists of three 
major institutions and with the rise in 
income and the consequent growth of* 
these institutions, the total volume of 
funds that can be funnelled into 
Government securities can b6 sizeal^. 

It would pay the Govemmem to turn 
its energies tpwurds helpUxg the^ 
institutions to grow rapidly and them- ' 
by increase the subscription to Govern, 
ment securities than to attempt at ' 
widening tiie market by offerii^^hi^r \ 
rates of interest, ^ ^ r ' 

TTie low bond yield affects dub^ ''; 
the profitability of the inalitutio^;;' 
holding these securities. It waa ^ 
ed out in an cirilier section . 
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tKs. Until recently there was a ceiling 
on the rate of interest that could be 
charged by banks on their loans and 
advances. This is what has partly 
made the yields on Governments com¬ 
petitive at least from the point of view 
of banks. However, there is a limit to 
the extent to which the Government 
can insulate the rates on bonds from 
the other latcs in the market. With 
banks being compelled to offer in¬ 
creasing rates of interest on their time 
deposits, unless the secondary reserve 
requirement is fixed at a reasonable 
level, profitability of banks might be 
seriously eroded. With the nationali¬ 
sation of banks, one could argue that 
even if a higher rate of interest is 
offered on bonds, the Government 
would not stand to lose because what 
it gives with one hand it takes with 
another. This may, however, not be 
the case with lespect to investments 
of Life Insurance CorrKjration and 
Provident Funds. A low bond yield 
affects indirectly the insurance policy 
holders and the employees in the case 
of provident funds. Even now in the 
• case of provident funds, there is a 
growing feeling that they should have 
greater freedom than what they have 
now in allocating their funds. 

So long as the Government is able 
to retain the captive market, the case 
for raising the interest rate to make 
it competitive does not arise. If the 
statutory restrictions are withdrawn, 
then the Government has no choice 
, but to make the rates competitive. But 
given the situation as it exists now, 
there does’not seem to be any reason 
for the Government to drastically 
change the yield on bonds. However, 
as market rates rise, it may become 
necessary for the Government to read¬ 
just rates on bonds so as not to impair 
the financial viability of institutions 
such as banks. Nevertheless, within 
limits, the rate can be kept below 
the purely ‘competitive* rate. The fin¬ 
ancial institutions themselves may not 
be concerned with the lack of an ac¬ 
tive secondary market so long as the 
Reserve Bank is willing to play the 
role of ‘buyer of last resort*. Just as 
the function of ‘lender of last resort’ 
does not imply the abdication of the 
function of ‘controller of credit*. Re- 
Bank’s role as ‘buyer of last re¬ 
sort* need not weaken monetary con¬ 
trols so long as the privilege of borrow¬ 
ing on the collateral of bonds in not 
made automatic. 

There are, however, other problems 
that are bound to rise in the absence 
of a market as it is normally under¬ 


stood.. The present rules regarding in¬ 
vestments in approved securities leave 
it to the discretion of the banks and 
Lie the actual composition of the secu¬ 
rities portfolio. ThOsSe institutions have 
put in most of their funds in Central 
Government securities as the Reserve 
Bank operates more in these securities 
than in State Government securities. 
With the nationalisation of banks, 
there has been an insistent claim on 
the part of State Governments that a 
larger share of the bank funds must 
go to States. With n6 market to diffe¬ 
rentiate between Government security 
of one State and another, allocation of 
funds among the various State Govern¬ 
ment securities could become part of 
a problem of all(x:ation of resources 
between the Central and State Govern¬ 
ments. The possibility of allocation of 
funds along the lines of sharing in¬ 
come tax cannot be completely dis¬ 
counted. 

PoSSIBIMTIES OF WIDENING THE 

Market 

It was pointed out earlier that, if 
a genuine market is to be built, a 
ne cessary condition 1s to make the in¬ 
terest offered on Government securities 
competitive. An appropriate increase in 
the interfst rate would have the effect 
of making the financial institutions 
hold Government securities at the pre¬ 
sent level, even if the statutory restric¬ 
tions are withdrawn. However, for a 
broad market what is required is a 
wide spectrum of owners so that at 
any given time there will be a large 
number of buyers and sellers. Unless 
the increase in the interest rate has 
the effect of widening the base, an 
active market cannot be built up. It 
is true that the share of individuals 
and corporations in the total Govern¬ 
ment securities has not only decreas¬ 
ed relatively but has even gone down 
in absolute amount. A more attractive 
rate of interest on Government securi¬ 
ties might perhaps induce these sections 
of the public to hold securities. How¬ 
ever, a real widening of the market 
can come about only with the growth 
of a large variety of financial institu¬ 
tions. Thus, while an increase in the 
interest rates is neces.sary for widening 
the market, that hy itself would not 
be sufficient unless a greater diversifi¬ 
cation is brought about in the finan¬ 
cial structure. 

V 

Summary 

The Government securities market in 
India reflects the mixed character of 
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the Indian economy. The two features 
of the Indian economy that have shap¬ 
ed the nature of the market as it exists 
now are (a) the direct and dominant 
role of the Government in the total 
investment outlays of the economy, 
and (b) Government ownership of the 
major financial institutions. The com¬ 
mercial bank.s, Life Insurance Corpo¬ 
ration, and Provident Funds own bet¬ 
ween them 85 per cent of the Gov¬ 
ernment debt held by the public and 
all these are either statc'-owned or 
under statutory control regarding their 
investment policy. The investment 
policy of these institutions becomes 
part of the allocation of resources bet¬ 
ween the public (Government) and pri¬ 
vate sectors. Viewed from this angle, 
the statutory restrictions imposed on 
these institutions on their investments 
takes on a new character. 

The rate offered on bonds is not 
strictly competitive. However, with 
the increase in the resources of the 
major financial institutions the public 
debt has been growing at the rate of 
7 per cent per annum. A genuine 
secondary market is possible only if 
the rate offered is competitive. There 
is no active secondary market in India 
and even in relation to the limited 
transactions, the Reserve Bank of In¬ 
dia and even in relation to the limit¬ 
ed transactions, the Reserve Bank of 
India plays an important role by sup¬ 
porting bond prices. Perhaps in the 
Indian context even iHe need for an 
active secondary market may be ques¬ 
tioned. With the major subscribers of 
Government securities under direct 
control of the state it is possible tor 
the Government to keep the bond yield 
below “competitive** level. There is, 
however, a limit to whch the Govern¬ 
ment can insulate the rates on bonds 
from other rates in the market withemt 
seriously eroding the profitability of the 
financial inslitiitinns. In the absence of 
a market, the financial institutions may 
face a problem regarding the alloca¬ 
tion of funds between different State 
Government securities. Here a.gain, the 
problem becomes a part of the gene¬ 
ral question of allocation of resources 
between Central and State Govern¬ 
ments, rather than being purely the 
investment policy of a financial institu¬ 
tion. 

Notes 

1 For an analysis along these lines, 
see, Richard C Porter “Narrow 
Security Markets and Monetary 
Policy: Lessons from Pakistan**, 
Economic Development and Cut- 
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tural Change, Vol XIV, October 
1965, p 48. 

2 ‘‘Open Market Operations of the 
Reserve Bank of India**, Reserve 
Bank of India Bulletin, June 1960. 

P 799. 

3 V G Peiidharkar and M Narasim- 
ham, “Recent Evolution of Mone¬ 
tary Policy in India”, Reserve 
Bank of India Bulletin, April 1966, 
p 350. 

4 Part of this difference is account¬ 
ed for by the subscription of the 
Government departments. But 
that is negligible 

5 Richard Porter in his model on 
bank portfolio selection empha¬ 
sises this point. He writes: “One 
aspect of the shape of each of 
these possible paths fof deposits) 
is of such a great importance to 
the bank that it is here assumed 
the only aspect considered by the 
banks — namely, the lowest point 
to which deposits fall in each 
other paths. For it is on this 
“deposils-low** of th(‘ period that 
the bank is forced to make the 
most radical adjustment of its as¬ 
sets portfolio in order to meet the 
demands of its depositors.’* Richard 
C Porter, “A Model on Bank Port¬ 
folio Selection**, Yale Economic 
Essays, Vol 1. No 2. Fall 1961. 

6 Given the returns on various assets 
and assuming certain liquidity 
co-efheients relating to assets and 
liabilities, the linear programming 
technique was used to derive the 
optimal portfolio of banks. The 
model is similar to the one used 
by Chambers and Chames for 
determining the optimum port¬ 
folio in American Banks. The 
model postulates that banks seek 
to maximise their profits subject 
to certain liquidity constraints. 
The liquidity constraints take into 
account the statutory require¬ 
ments, capital adequacy as well 
as canons of prudent banking. 
The profitability co-efficients of 
assets were derived from the data 
on earning and expenses of com¬ 
mercial banks. Liquidity co-effi- 
cients relating to assets used in 
this model were the same as those 
used by Chambers and Chames. 
Such a model shows that banks 
would maintain a little more than 
25 per cent of the deposits in 
Government securities. For detail¬ 
ed description see, C Rangaiajan 
and I K Satia, “Bank Portfolio 
Management — A Linear Program¬ 
ming Approach** (Mimeo). 

7 Lor such a view, sec M Narasini- 
ham, “Narrow Security Markets 
and Monetary Policy — Lessens 
from Pakistan: A Comment”, 
Economic Development and Cul¬ 
tural Change, July 1967, pp 469- 
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Sfentaliy 111 in Maharashtra 

Satish Kumar Kalra 


Mental illness is a developmental ailment and is also one of the characteristics of an industrially 
advanced society. By making life fast and more complicated, industrialisation in India, too, is giving 
nse to problems of mental health. 

The problem requires understanding and anticipation, but its analysis is difficult since there is not 
much data on mental morbidity. The age-sex, and crude distribution of mental patients can be of great 
help in evaluating the extent of the problem in a given population. 

This article is based on a study of these rates among hospitalised patients in Maharashtra, and dis¬ 
cusses the likely causes of the differences that emerge from the results. 


MENTAL illness is a developmental 
ailment; it is also one ()f the characte¬ 
ristics of an industrially advanced society 
[9]. This is so because abnormally 
brought up persons find it difficult to 
adjust to the rapidly changing needs 
and noniis of society. Industrialisation 
in India, by making lite fast and more 
comi'ilicatcd, is also giving rise to pro- 
bk’ms of nunital health. It becomes 
essential to understand the total picture 
of mental morbidity in a given popula¬ 
tion. The problem is diificult since 
thcTc is not much data on mental mor¬ 
bidity. In this regard, tla* age-sex, and 
crude distribution of mental patients, 
can be of great help in Cv^alualing tlie 
extent of the problem in a given 
population. The age-sex and crude dis¬ 
tribution of hospitalised mental patients 
•in Maharashtra State was therefore used. 
This paper shows th<*se rates, and dis¬ 
cusses tlie likely causes of the differ¬ 
ences that eineige from the results. 

Mtiium 

* For calculating the hospitalisation 
rates, the latest available hosi^ital 
data (1967) were collected. Maharashtra 
State has lour mental hospitals, but data 
could be collected from only two hos¬ 
pitals, viz, P(X>na and Thana. In the 
absc^nw of Nagpur and Hatnagiri hos¬ 
pital data, some adjuslincnts in the rates 
were made. It was found from the total 
number of hosi^italised cases in ilic 
State, that for three different years the 
proportion of mental patients in each 
hospital docs not vary much. On the 
basis of this, the rates w'ere pi orated for 
adjustment and for this all the non- 
adjusted rates were multiplied by co¬ 
efficient 1.3 as got by the; proportion. 

Further, sinc'e the hospital data was 
fbr 1967, it was necessary to get the 
of Maharashtra State for the 
same year. The 1967 population was 
obtained by projecting the population 
for 1961 by the ‘rate of growth* method. 
Thereafter, the age-sex and crude hm- 
pitajisation rate.*? were calculated. 

Tables 1 to 4 show these rates for all 


types of diseases, combined as well 
separately. 

ANAr\sis OF IIesulis 

Table 1 shows that the hospitalisation 
late for mental morbidity is highest in 
the age group 26-35 (53 per 100,(KX)). 
The high rate in this age group can¬ 
not 1)0 explained, unless further investi¬ 
gation is mad<‘. One possible? reason 
seems to lie that individuals in this age 
group aie more exposed to c?oullicts and 
frustrations. Being midway in their life- 
tiack, the> are tiying to adjust b<‘twc?eii 
the value systems of the younger and 
the older age groups. In the proc<?.ss', 
tliose who have abrionnal personality 
dc'velopinent due to certain psychological 
and enviromiirntal factors, find it com¬ 
paratively more difficult to cope with 
the demands ol a lapidly changing and 
competitive soci<*ty. In the circum¬ 
stances, they aie sul^ject to a sense of 
guilt and tt» niseciiiity, leaving them in 
the state ol gieat mental c*onllict. 

The results also show that hospitalisa¬ 
tion lates foi women are low, though 
it earinot he mlerie<l from this that wo¬ 


men suffer less from mental illness*. In 
tact, in a socio-cultiiral setting like ours, 
comparatively fewer £c?males arc likely 
to be hospitalised for such disorders, 
even though they might be suffering 
more than is shown by the rates. 

In Talile 1, crude rate of hovspitalisa- 
tion is found to be 27. If we go by the 
estimat<?s of the Bhore Committee and 
the Mudahar Committee |1 and 8J, then 
this rate should be nearer 200 per 
1 IK),000—- w hich is very much liigher 
than the lale of 27 seen here. 

The Blioie [1] Committee, in 1946, 
deseiibed the condition of mental hc*alth 
III India as extrcunely unsatisfactory. 
(^)uoting the ratios of mental patients 
given lieatment in hospitals in England 
ami the US (3.2 and 5 to 8 per 100, 
respectively), (he Coirunittec remarked 
that “The.se figuics give only rough 
indication ol the extent of prevalence of 
mental disorder in the two ewntries. In 
India th<*ic is no t<?ason to believe that 
th(‘ rate ol ineiclenee of mental disorder 

in any v\'a> less than those in England 
ami the United States.” Accxirding to 
the Coniirnttee, it in 1946 industrial 


Fable 1: Aoe-Sex and Total Hospitalisation Rates (per 100,000) for 
Mentally III Patients in Maharashtra State, 1967 

(rates) 


Age groups 

Males 

Females 

Total 

NA 

A 

NA 

A 

NA 

A 

6-10 

.3 

.4 

.3 

4 

3 

.4 

1M5 

2 

2.6 

I 

J.3 

2 

2.6 

16.25 

31 

40 

15 

20 

23 

30 

26.35 

54 

70 

29 

38 

4) 

53 

36-45 

38 

49 

27 

35 

33 

45 

46-55 

32 

42 

25 

34 

29 

38 

56 h 

20 

26 

17 

22 

19 

25 

All ages* 

26 

34 

16 

21 

21 

27 

Hotesx NA 

Not adjusted mtcir; A 

= Adjusted rates. 




* FbrcalculaiioQ cf crude rates population 0-5 was excluded as there were no 
cases in this age group. 
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and couipctitiuii was rcs^ 
ponsihlr loi uch disoidcrs in thcs<^ 
countries, then other factors influenced 
tile devi'lopiiuTit of mental tlisordf'r in 
India—factous winch, in the Comiriittce’s 
wolds “ai(' optTative here to a ji^icatei 
extent than in those two countries. 
CJhronic starvation or nndernutrition, 
tiopieal f(ivers, anaemias, and frcquiait 
child!)iith amony women who aio unfit 
for inotherlKMxl, are responsihle lor 
laij^c niimlieis of mental hreakdouns in 
this country/’ 

'] h<‘ (^)niinitt( ohseived that in 
liulia then* was (jne hed to about 40,000 
population, wIicKMs in England the 
r.itio was one hed to 800 of the popu- 
latifrii. f ins was 180 times less than the 
ptovision in l-’iigland, ev(‘n W'hcn the 
lale ol iiK'idcnee m India was c.stimated 
fit two pel 1000, winch was much less 
than till- then rale of England. 


Tabu 2 : Aoe-Sqx and Total Hospitalisation Ratcs (pbr 100,OOQ) for 
Schizophrenic Patients in Maharashtra State, 1967 

(rates) 


Age 

groups 

Males 

Females 

Total 

NA 

A 

NA 

A 

NA 

A 

6-10 

0 

0 

0 

0 

0 

0 

11-15 

0 

0 

0 

0 

0 

0 

16-25 

18 

23 

8 

10 

14 

18 

26-35 

32 

42 

16 

21 

24 

# 31 

36-45 

20 

26 

15 

20 

18 

23 

46-55 

15 

20 

10 

13 

12 

16 

56 }- 

7 

9 

9 

12 

8 

10 

All ages* 

14 

18 

8 

10 

11 

14 


Notes : NA = Not adjusted rates. A ~ Adjusted rates. 

• For calculation of crude rates population 0-5 wiis excluded as there were no 
cases in this age group. 


The Mndaliar |8J Committee of 1961 
aKo piCM .lied a dismal picture of mental 
health. I fn* Committee agieed on the 
non-.iVfiilahilitv ol reliahle statistics on 
the meideiiec ol mental morbidity in 
India, hut lielievcd tJiat a j'reat numher 
ol patients lecimied ps>(-hiatiic assistance 
and .seivic'(\ 'llie ratio of mental patients 
was again estimated to he not less tlian 
2: J ()()() ol population; i e, a million per- 
.sons m India iequij<i hospital accomino- 
ilation it \vi; exclude a large number of 
imntal dclectives, epileptics and 
ps\I'lifUKMirolics. If all these are includ¬ 
ed loo, the ie(|uiicmeiit will be higher 
at (i to 8 million. 

Even it we assume that the estimate 
has 50 [H^r cemt error, the rate will fall 
around 100 per 100,000, while our rate 
IS ()iil> 27. Ih iicc, vve cannot say any¬ 
thing ilrfimtc icgaiding the prevalence 
ol iiH-ntal illness m the State. Possible 
leasuiis loi the low late can he, lack 
ol fiwarciicss among people and lack of 
hospital lacilitnvs lor mental patients. 
Ihi'sc uMsons gam lurther strength, 
when it is noticed lioni Table 2 that 
the mavimiim niimhi'i of hospitalisations 
aic made’ lor sihi/.ophrcnics. Schizo¬ 
phrenia being a seiious personality dis¬ 
order, needs hospitalisation. But what 
about the other t.\p<' ol ailments? It 
seems (hat, due to uiiawareness among 
th<’ population, the other di.sorders go 
unnoticed and sometimes the hospital 
authorities aie unable to admit them 
due to overcrowding. This area needs 
hiither <’xpIoiation; on the basis of the 
past flcvclopmcnt of mental disorders in 
some of the economically advanced 
counlries, it can be ,said that there is a 
Icndciuy for mental ailments to in- 
eieast^ with economic and industrial de- 
v-clopiiK’iit because such development 


Table 3 : Age-Sex and Total Hospitalisation Rates (per 100,000) 
for Manic-Depressive Psychoses in Maharashtra State, 1967 

(rates ) 


Age group 

Males 

Females 

Total 


NA 

A 

NA 

A 

NA 

A 

6-10 

0 

0 

0 

0 

0 

0 

11-15 

0 

0 

0 

0 

0 

0 

16-25 

7 

9 

2 

3 

4 

5 

26-35 

11 

14 

4 

5 

7 

9 

36-45 

8 

10 

5 

7 

7 

9 

46-55 

8 

10 

9 

12 

8 

10 

56 1 

7 

9 

3 

4 

5 

7 

All ages* 

6 

8 

3 

4 

4 

5 


Notes: NA=Not adjusted rates. A=Adju,sted Rates. 

^ For calculation of crude rates population 0-5 was excluded as there 
were no cases in this age group. 


Table 4: Aoe-Sex and Total Hospitalisation Rates (per 100,000) 

All Other Psychoses in Maharashtra State, 1967 

(rates) 


Age groups 

Males 

Females 

Total 

NA 

A 

NA 

A 

NA 

A 

6-10 

.3 

.4 

.3 

.4 

.3 

.4 

11-15 

2 

2.6 

1 

1.3 

2 

2.6 

16-75 

6 

8 

5 

7 

5 

7 

26-35 

11 

14 

9 

12 

10- 

13 

36-45 

9 

12 

7 

9 

8 

IG 

46-55 

10 

13 

7 

9 

9 

- ' 

56 f 

6 

8 

5 

7 

6 

8 

All ages* 

6 

8 

5 

7 

6 

8 


Notes: NA «= Not adjusted rates. A -= Adjusted rates. 

* For calculation of crude rates population 0-5 was excluded as there were no 
cases in this age group. 
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makes society more competitive and 
achievement-oriented. In developed 
countries, many studies have been con¬ 
ducted in this area. A few of these 
have been mentioned by Braceland [2]. 
A study by Dubos [0] in 1959 shows 
that any change in the environment re¬ 
quires a new method of adaptation and 
that inadequate adaptive responses re¬ 
sult in mental disease. The number of 
such inadequacies is related to the 
speed and degree of environmental 
changes. Rapid and profound changes 
are bound to produce a large number of 
maladjusted individuals who in course 
of time develop organic or psychotic 


disease. Braceland [2] also finds popu¬ 
lation shifts responsible for increasing 
mental ailments. Due to longer dis¬ 
tances between the place of work and 
the home, contact with children and 
spouses tends to diminish. This is spe¬ 
cially hard on male children since the 
boys are left completely under the di¬ 
rection of the women at home or hi the 
schools. The lack of <x>ntact with adult 
memlx^rs of their own sex leads to se¬ 
rious personality disorganisation and 
emotional instability. On tlie other 
hand, fathers — even when aware of 
the d<*maiHls of the home and the j(»b 
— may be unsure of themselves anti 
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this may show itself In thefr relations 
with their families. On the one hanrf^ 
they are highly achievement and statua/ 
motivated in their work; and on the 
other hand, competition is keen so that 
under pressure they develop mental ail¬ 
ments. Similarly, wives tend to become 
anxious and depressive under such pres¬ 
sing conditions out of feelings of lone¬ 
liness. 

There is reason to believe that the 
transitional phase has left Indian socie¬ 
ty affected also. Similar studies in our 
aiuntry aiuld throw much light on the 
industrially developing society. 

The Indian Census up to 1931 [8, 4 


Tablb 5 : PeR 100,000 Distribution of Mentally III by Dlstricts in Maharashtra State, 1901 to 1931 


Year _1901 _1911 1921 1931 


Sex 

Districts 

M 

F 

T 

M 

F 

T 

M 

F 

T 

M 

F 

T 

Bombay City 

56 

37 

93 

24 

22 

46 


7 

14 

18 

18 

36 

Thana 


— 

— 

— 

— 


82 

39 

121 

104 

64 

168 

Ahmcdnagar 

16 

9 

25 

21 

13 

34 

35 

23 

58 

36 

22 

58 

,Khandesh (E) 



1 










(Jalgaon) 



1 

18 

10 

28 

32 

24 

56 

51 

29 

80 


13 

6 

19 V 









Khandesh (W) 



1 

13 

11 

24 

31 

17 

48 

38 

22 

60 

(Dhulia) 



J 










•Nasik 

rs 

3 

11 

17 

12 

29 

25 

17 

42 

34 

20 

54 

Poona 

33 

13 

46 

37 

15 

52 

147 

105 

252 

119 

73 

192 

Satara 

16 

7 

23 

26 

13 

39 

43 

20 

63 

50 

26 

76 

Sholapiir 

13 

5 

18 

25 

11 

36 

35 

19 

54 

39 

25 

64 

Bombay Suburban District * 

13 

Jf 

24 

63 

30 

92 

11 

18 

29 

33 

26 

59 

Kolaba 

18 

14 

32 

17 

15 

32 

29 

17 

46 

36 

28 

64 

Ratnagiri 

29 

11 

40 

39 

19 

58 

58 

27 

85 

70 

30 

100 

Kolhapur 

15 

10 

25 

26 

15 

41 

34 

19 

53 

47 

29 

76 

Sangli t 

-- 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

Osmanabad 

2^ 

— 

2 

9 

3 

12 

15 

6 

21 

11 

11 

22 

Nanded 

3 

3 

6 

12 

7 

19 

13 

6 

19 

4 

3 

1 

Aurangabad 

2 

1 

3 

7 

4 

11 

18 

7 

25 

II 

9 

20 

Chanda 

n 

8 

19 

14 

11 

25 

19 

15 

34 

28 

18 

46 

Ycolmal 

7 

3 

10 

14 

8 

22 

20 

12 

32 

33 

24 

57 

Bhandara 

12 

6 

18 

14 

7 

21 

22 

15 

37 

39 

20 

59 

Nagpur 

38 

15 

53 

68 

24 

92 

92 

32 

124 

105 

40 

145 

Wardha 

11 

8 

19 

22 

13 

35 

28 

19 

47 

25 

22 

47 

Akola 

16 

10 

26 

23 

14 

37 

33 

24 

57 

46 

33 

79 

Parbhani 

4 

— 

4 

10 

4 

14 

11 

8 

19 

12 

8 

20 

Bhir 

2 

1 

3 

1.2 

6 

18 

19 

8 

27 

10 

6 

16 

Buldaoa 

15 

11 

26 

17 • 

9 

26 

31 

17 

48 

40 

24 

64 


* Upto 1911 Bombay District also included Tbana. 
t VpiQ 1981 SangU was a part of Satara District. 
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and 5] also included the figures on in¬ 
sanity. As these figures show, insanity 
has increased between one census and 
another. Tabic 5 shows these figures lor 
all the Districts comprising Muharash- 
Ira State. Poona, Nagpur, Thana and 
Hatnagiri, rsepectively, show the higli- 
est rales of incidmee. ft should not 
be concluded fioni this that these Dis¬ 
tricts have more mental patients than 
oth<T areas do, as this may he due to 
the fact tliat these foui districts have 
mental hosi)itals. Of course*, nothing 
definite can I)e said till alter conduct¬ 
ing a pioper suivi'v in these and other 
areas. 

LlMITAnONS OF THE StUDY 

In the end attention may Ik^ diawii 
to some of the limitations of the present 
.study. First, tlie study is based on J)os- 
pital data, so it is difficult to draw rny 
definite conclusion regarding the gene¬ 
ral incidenc'o of. mental diseases. Se¬ 
cond, the data could be collected 
from only two hospitals (Poona and 
Tliana), so ctvtain adjustments had to 
be made in computing the rates. As a 
result, the rates computed may yield a 
slightly inflated or deflated pictuie. 

Besides these limitations, Heasman 

[7] points out some further limitatiems 
of the use of hospital data — such as 
not taking into account the readmis¬ 
sions due to the same cause etc. These 
type of limitations are more true of 
mental hospitals. Nevertheless, as Heas¬ 
man admits, hospital data have their 
own advantages also, particulaily for 
developing countries, where tfiey can 
add to the existing knowledge and help 
to construct a picture of morbidity. 

Distribution of mental patients in a 
given population can give an idea of 
mental morbidity in that population. In 
view of this, the present study was con¬ 
ducted using 1967 Mental Hospital Re¬ 
cords of Maharashtra State. Results of 
the sluily show that the hospitalisation 
rate for mental illness in Mabara.shtra 
State is 27 per 100,000. The rate is 
higher for males than for fcwales. Agc- 
specific rates show that the rates are 
higher in the age-group 26-35. 
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Panyam Gements and Mineral Industries Limited 

Registered Office:. Cement Neg>f> Kurnool DIst. 

Statement by the Chairman, Sri T S Sundaram 


THE following is the Statement by the 
Chairman, Sri T S Sundaram, at the 
Fifteenth Annual Ctmeral Mec^ting of 
Pauyain Cements and Mineral Indus¬ 
tries Limited, held on February 27, 
1971: 

Dkah Shahkiioldkhs, 

It gives me great pleasure to welcome 
you to the b'il’teenth Annual General 
Meeting of your Company. The 
Audited Balance Sheet and Pnjfit and 
Loss Account have already be<m circu¬ 
lated to you and with your permission, 
I shall lake them as read. 

WOHKING RkSULTS 

'Pile \M)rking n'sults of the Ct»mpany 
have iK^t shown any improvement ovei 
those of last year. Tlwj net profit in- 
clinliiig the tax cr<?dit towards excise 
duty rebate of Rs 13,74,748/- was 
Rs 46,31,222/- as against Rs 49,48,872/- 
diiring last year. The main reason for 
this setback was that while clinker 
production was almost the same as last 
year (which was lower than rated capa¬ 
city), theu' was substantial increase in 
cost. The new third Di*y Proc'css unit 
continued to face teething troubles and 
it did not work to il-s rated capacity. 
I’he Raw Mill in i^articular could not 
give its rated output, which resulted in 
lower kiln production. The Raw Mill 
and Kiln had to he frequenlly stopped 
tor carrying out nec’cssary modifications. 
The suppliers of machiner>'i ACC- 
* Vickers-Babcock Ltd., have been 
bestowing their attention to thest; pro¬ 
blems for quite some time and we trust 
the design defects of the mill will S(X)n 
be rectified, if necessary, by addition 
of auxiliary equipment. Your Directors 
have already engaged M/$. Holtec 
EngirM 3 crs Private Ltd., who are leading 
technical consultants in the field for ad¬ 
vice on the various problems. During 
the year, Kiln No. 1 had also to be 
stopped for about 40 days during stimmer 
due to shortage of water. This problem 
has, however, been satisfactorily solved 
with the sinking of two bore wells 
within easy access to the factory with 
substantial recuperation. 

Apart from production being below 
the. rat^ capacity, the spiralliug costs 
of coal freii^t, gcx)d8 and iervicos^ etc. 


have also amtrihuted to the lowering of 
profit. However, you will lx? glad to 
note that it has boon possible to main¬ 
tain the dividend at 12 per cent for this 
year also. 

As you are well aware, the third plant 
was formally inaugurated by the Chief 
Minister of Andhra Pradesh on 29th 
January 1970. This marks the comple¬ 
tion of ten years of progress of the 
C'ompany which started with a small 
unit of 200 tonnes per day and has ex¬ 
panded to 1,100 tonnes per day of clin¬ 
ker, thus be'coining the largest producer 
of cement in Andhra Pradesh. .Such 
rapid i^rogress w'as made possible by the 
substantial support given by the people 
of the area, who have contributed the 
bulk of the share capital and also the 
steady a.ssistanc<3 extended by the finan¬ 
cial institutions, such as Tlic Industrial 
Credit and Investment Corxwration of 
India Limited, Industrial Development 
Bank ol India, Life Insurance Corpora¬ 
tion of India, Bank of Baroda and 
Andhia Pradcsli Industrial Develoimicnl 
Corporation Limited. With their conti¬ 
nued irileiest in this undertaking, I have 
no doubt that Cement Nagar will deve¬ 
lop into an industrial complex. 

SuePLY AND Demand PnojEtjiiONS 

Cement productiofi and despatches in 
the ctjuntry during 1970 totalled 13.870 
million tonnes and 13.58 million tonnes 
lespectively. Thus, the entire produc¬ 
tion of the industry was easily absorb¬ 
ed and the clinker stock at the efid of 
November 1970 stood at 12.39 lac 
tonnes which w'as less than the monthly 
rated capacity of the industry of 14.2 
lac tonnes, despite additlou to the ca¬ 
pacity of 16.5 lac tormes during the 
year. During the last working st^ason, 
serious scarcity of cement was rex)ortcd 
from many parts of the northern and 
eastern regions. A conservative estimate 
of the demand potential could be put 
down at 14.8 million tonnes assuming 
10 per cent increase over 13.5 million 
tonnes despatched in 1969. Shortfall 
in production of about one million 
tonnes could be adequately accounted 
for by mechanical troubles^ poor wagon 
supply, labour troubles, etc. Even if it 
were produce<l, there is no doubt that it 
would have been fully consumed. This 


leads to the inescapable conclusion that 
the demand is quite aliead ol supply. 

The I)est possible estimates of pro- 
jecteil capacity at the end of 1972 and 
1975 put the figures respectively at 
19.7 million tonnes and 23.4 milbon 
tonnes. Committed schemes extend only 
iipto 1972. The stage of finality with 
icgard to the further additions to the 
capacity to reach 23.4 million tonnes by 
1975 does not appear to have been 
n^ached. Taking the realised despatch 
at 85 per cent of the rated capacity 
having due regard to the limitations on 
rail-movements and production pro¬ 
blems, the availability by 1972 and 
1975 cannot be reckoned higher than 
16.3 million tonnes and 19.9 million 
tonnes. 

On the demand side, the annual jii- 
cr<*ase of 10 per cc*nt is a moderate es¬ 
timate. With the general economic re¬ 
covery in evidence', especially aided by 
tile .st<Mtly piogress in agricultural pro¬ 
duction. and Government's large outlay 
on widespread liousiiig schemfis, rural 
electrification, concrete railway sleep¬ 
ers and the like, the demand for cement 
is likely to show a .steady increase. On 
these grounds the internal demand 
alone should be about 18 million tonnes 
by the end of 1972 and 24 million ton¬ 
nes at the end of 1975. If the export 
of about 5 lac tonnes is realised, the 
gap between the availability and de¬ 
mand will be about 2.2 million tonnes 
and 4.6 million tonnes inclusive of pror 
jected <‘xport by the end of 1972 and 
1975. 

Thus, as far as one can see, for the 
next five years, the supply is unlikely to 
meet tlic full demand. It is necessary 
to remember that certain aspects of de¬ 
mand on a massive scale, like rural 
housing, have not even been touched 
and that if this essential national task 
is implemented, the present demand pro¬ 
jections will be far exceeded; so also 
with using concrete surfacing for roads, 
which is an inevitable modem develop¬ 
ment 

,^si»F,cTS OF Control — Need for 
Freight Pooling 

Cement is a basic construction mate¬ 
rial vital to the growth of infrastructure 
and its availability in all parts of the 
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country at a uniform price will go 
a long way to ensure uniform econo- 
mir* development in all parts of the 
country. Freight pooling, apart from 
being a oon.suiner safeguard to work 
freight on a no-profil and no-loss basis, 
is nec( ssar>' to permit the smooth and 
even flow ol cement from the surj^lus 
to the deficit zones, which is essential 
for some more years in the contt^xt of 
regional imbalances. Otlierwise, prices 
aie hound to shoot up abnormally in 
the deficit areas. 

Location oi' tiik Industry in Deficit 
Areas — Li\nTA'noNS 

I am glad that the Government of 
India are applying their mind seriously 
to the question of d<weloping fresh ca- 
eitv in deficit areas. I meailioned to 
>ou jn my last speech that the compul- 
siotj of I aw mali’i ial resources and not 
fu^ight pooling was responsfljlc for (he 
partic'iilar location of tla^ factories in 
the cunntiy as is oliiaming today. It 
will still coiilinuo to be the inaior fac¬ 
tor iijfliieiieing the location of the in- 
‘diistiy in future. Even the ACC who 
arc th(^ biggest i)roduccrs in India, 
liaviug factories all over the country, 
and aie in possession of first hand know¬ 
ledge ot dcjiosits of limestone, whil<* 
planning thru massive five-million lon- 
iH's <’xpansion plan, have not projected 
.iny capacity in the so-called deficit 
areas, despite the special incentives of¬ 
fered by the GavcTnm<‘nt. This is a 
pointci to the fact that cement grade 
limestone is hot available in those re¬ 
gions in ('conomic deposits within easy 
access to the railway line. If new' ca- 
jiacily is to come np at all in such 
areas, the most (\ssential requisite, in 
my opinion w'ill be tile continuation of 
price control to give adequate price 
protection and reasonable retuni on the 
t;apital to entrepreneurs who will thai 
alone be attracted to instal the plants 
with the larger capital outlay necessi¬ 
tated both hy the need for beneficiating 
the limestone or for transporting it over 
the difficult terrain and over long 
distances. It is again hy the exist¬ 
ing system of pricc-cum-freight pooling 
that spt^cial retention price for such 
high-cost units could be spread over tlie 
entire country’s production. Witliout 
it, ^the consumer in arcus to be served 
by them, will not benefit by installation 
of such facitories. Concessional rate of 
royalty for the limestone to he benefi- 
ciated should also be restored. The tax 
credit on excise duty and also allow¬ 
ance of liigher development rebate at 
35 per cent which were the incentives 
largely responsible for the substantial 


increase in capacity during the last 5 
years, should also be continued for a 
longer p<Tiod to this capital-intensive 
industry to tlevclop internal resources 
for in(‘(;ting the lurd.s ol such expan¬ 
sion. At this stage tlie question arises, 
who stands to benefit by applying such 
a principle of rogionalisation? Words 
like “regionalisation" have to be aiiplifRl 
in the (tmtext of particular industries 
.mcl not absolutely. Nature dictates lo¬ 
cations and a(lvjntag<’s. The Textile in- 
(Instrv is concentratetf in the west and 
the south. Steel factories are located 
in the Noilh-Eastern Zone, where main 
j.uv matirials. lion Ore and Coal an’ 
available neaiby. North India can have 
no fislieiics nor coastal States big fo- 
H'sts’. So with liincstoiie. It will not 
benefit the poxliicer to be jilaecd on a 
looting ot eternal concessions to make 
ecincnt in the deficit areas; it will not 
benefit the consumer to pay higher prices 
lor all time because of such loca¬ 
tion. Tlie political case fur regionalisa- 
tion has, ihcrcfcire, to be viewed in re¬ 
lation to cacli industry and not under¬ 
stood as cverv' iiulustiy for evciy re¬ 
gion ! 

TnsNspoHr Pnoiu.EMS 

I w'onkl like now' to discuss the trans- 
puit planning for this in Justly, which 
has biMTi facing serious tnuisporl bottle¬ 
necks foi many affci'tfiig the sup¬ 

ply to impoitaiit consuming centres like 
Bombay, Delhi, Calcutta and the Pun- 
fab. Almost evciy lian.shipmeiit point 
lias b(*c‘n facing soiious problems be- 
c’<ms(' of inadeiiuatc development of the 
yaid facilities. One could even say that 
lh(Tc has been lopsided planning of the 
lailway facilities, when it is noticed that 
while ciTtain places like Kharagpur yard 
have been developed for haffic not like¬ 
ly to materialise for tw'o or three de- 
(’ades, the facilities for cement transport 
au; inadequate even to meet the w^qui- 
Kunents of the present time. These bot¬ 
tlenecks have contributed significantly to 
the periodical shortages all over the 
countiy as well as to the higher freight 
element, resultant on having to move 
eernent from alternate sources of sup¬ 
ply. They aic not likely to be removed 
in the near future. It is in this context 
that the role of a Oiiitral Co-oidinating 
Organisation such as a Controller for 
cement, is highlighted as it makes the 
best use of the railway facilities avail¬ 
able by rationalising the movements to 
the Tiiaximum extent possible and ar- 
langiiig for supplies from alternate 
sources at no extra cost to the consu¬ 
mer. 

Whilst what I have stated above re¬ 


lates to the difficulties in the present, 
movement of cement, transport plaxiii*. 
ing should also focus on the develop- 
intait of the industiy in the presently 
deficit areas. 

FarKuir-Porji L\G —- A Safeguard 
lo TJJE Consumer 

.\ crilici.sin has been levelled by cer¬ 
tain vested interests that as a result of 
freight pooling, the freight burden- on 
(he conMinieis has increased and that it 
would come down if it is removed. From 
this it is apparent tliat the basic prin¬ 
ciples of freight pooling have qot been 
imderstood. Cement is fiot being moved 
over long distance under the pooling ar- 
langemcnt iiKTely, for the pleasure of it. 
As it IS, such movements are resorted to, 
only to feed the deficit pockets and the 
Ci'inent Contioller carefully allots such 
movements from the surplus to deficit 
art as, which are inevitable in the con¬ 
text of (a) iuadecin.ite availability in tlie 
countiy, (b) the regional imbalance and 
(c) tianspoit bottlenecks. The only other 
alternative will be to allow overall and 
legional searcaty conditions to prevail. 
The' lieight burden on the consumer is 
minimum willi a height pool in opeia- 
tion, as it is being woiked on a no-loss 
no-piufit basis without allowing the pro¬ 
ducers to make any profit on it. On the 
other hand, in the absence, of a statu- 
loiily controlled freight pool, there is 
nothing to inevcnt producers m the de¬ 
ficit areas from making atklitional profit 
on tlie freight element. For, at any par¬ 
ticular place, the consumer price will 
teml to stabilise itsi'lf at the level at 
w'liich tin; iaithcst producers could sup¬ 
ply ci'inent. Similarly, jiroducers in sur¬ 
plus au’as will also charge to the con¬ 
sumer higlicT price in nearer markets for 
the resources required to reach 
the distant are.as for the disposal of the 
sur]ilus. Irrational movements in the 
absiTicc of a f'O-ordination and freight 
pfKiling, will iiicicasc the jncidenc/i of 
fi eight in the price, llius, the average 
f I eight per tonne to the consumer will 
iindoiihtcilly be enhanced in the absence 
of the ficight iiool. 

Alltel her point often discussed is the 
d(*livi icd cost of cement. The uniform 
piicL* to the toiiMinieis at .all rail des¬ 
tinations of the country is based on the 
multiple price to the producers fixed on 
the basis ol cost d(;t<unmu'd after a de¬ 
tailed inqiiiiy on the liasis ol well ac- 
('cpti'd standard nonns plus a nniform 
fair but minimum return on the caiiital. 

As mentioned by me earlier, the freight 
is \vorke<l on a no-profit no-Ioss basis. 
Oie cannot imagine of any other dis- 
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Table 


Quantity in lac tonnes 


Mt>vt'd to 


SOUTH: Quantity: 

{){'! i'oiUW'. Ks 
NOKTII Quantity: 

I'li'iulit pci 'i’oimc: Ks 
EAST : Quantity : 

I'^icinht [)ci 'forme: Rs 
W'KS'f ; QiilUiIiI v . 

loci^hl per Tmne- Rs 
'I’otal (lcs[j.itclu‘s. 

'folal avci.ig<‘ lrci;^hl‘ Its 
Total (Icsjratchcs in tlic counhy 
Total avcia,L;<' freight. Rs 


pensation to cnsuia' a lower delivi'ied 
cost (>t cennnt to the consumers. 

The 'I'ahle above gives the inter 
and intra-r<*gioiial (lespatehe.s of c(*nieiit 
and also the freight jncurn'd dniing the 
first nine months of 1970. 

It is clear fiom tlie Table tliat the 
southern zone hatl bctii incurring an 
intra-regional averagi; ireight of Rs 19.27 
tier tonne only. Taking into account 
the inter>region.il dcsiratehes of 13.85 
lae tonnes which accounted for 35 per 
emt of its total despatehes, the total 
average freiglit of the legion w'as only 
Rs 29.88 per toniu' as against the all- 
India average fn ight of Rs 29.86 per 
tonne. Thus tlu' Southern zone, apart 
(lom eonliihnling to tla* pool, has sub¬ 
stantially helped to (Mse the supply posi¬ 
tion ill the dcfieit area.s of the iioith and 
east at no c\tia burden to the c*onsuTner. 
This, I am sur(% will dispel lh<’ eiioneous 
ojiinion often publicised by eiTtaiii vest¬ 
ed intevesls that the laelorics in the 
south liave, hecn draining tlie freight 
pool. 

As }'()u aic aware tlie Government has 
defened tlii' implementation of the iiro- 
posal to ahohsh the freight pooling, as 
various repicscnlation.s were received 
from almost idl the single and double 
unit.s in the country, various State Gov- 
eiTiments, Members of Parliament and 
('lianibeis of Commerce'. The Covoni- 
meut who are studying the implications 
of the original proposal, will, I trust, 
consider these various points in view 
befnn‘ they take a decision on this vital 
issue. 

Rei'enhon Puice 

On the question of the retention price, 
a single Judge of tht: Madias High Court 
has given a decision striking down, 
the Cement Control Amendment Order, 
which introduced a uniform price of Rs 
100/> per tonne to all units, as uncon* 
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stitnlional d'he (aiveinmcnt have gone 
oil .ippeal to a Division Bench of the 
High (jouit ami iheii decision is await- 

Ni.i;n roll a Technical LvQumv 

Tht: la^t iuic(‘ inquiry by the Tariff 
Conumssinu was held in 1961. It was 
loiiiprehensive of the industry and it 
laid down the pi ice policy, which in 
tmii gieatly helped to attract the new 
entiepieiKMirs intu this field and increase 
the production substantially. During the 
last 10 veais, 15 luwv factoiies have 
coTiK* into production and 11 factories 
have (\\paiidcd iiroduction at a substan¬ 
tially higher capital outlay thau the 
older milts. Thrsi* luwv units have not 
lia<l the licmdit of cost examination. Re- 
snlcs, th(“ j)voduction of blended cement 
such as Slag and Pozzolona have hicrcas- 
t'd many fold dming this decade. The 
rspansion allowance given in 19(56 has 
not been utihscil by evrtain milts for 
the imrposc iiitcndi'd. Above all, du¬ 
ll tig this pi'iiod, the price escalations 
wcic allowed on the basis of w'cighted 
.iviaage cost incri'asc as determined by 
thi' ('hid Accouiils Officer from time to 
time. A ix'iiodic examination of the 
basic cost stiiicture is an essential co- 
rollaiy to the grant of price increase on 
this basis, inasmuch as, by such a proce¬ 
dure some units might not get the full 
inciease in cost on account of cx^rtain 
items of cost; wlnkst c(‘rtam others might 
get the increase in pi ice although their 
co.st have not gone under these 

heads. In addition to a detailed study 
of tlie cost structure, a few important 
economic i.ssues such as freight pooling, 
feasibility and desirability of UDifoim 
price, long-term planning of supply and 
demands, encouragement to installation 
of capacity in deficit areas, etc, requires 
to be examined by expert economists. 
Such a comprehensive review could be 


made only by a semi-judicial body like 
la riff Commission, which could give full 
attention to the subject and recommend 
steps necessary to maintain the growth 
of this key industry. 

In the deliberations of such a com¬ 
mission, the producers are. also allowed 
to fully participate and its findings are 
made available to the public. 

E.xpoins 

• 

Expoit pejfoimance of the industiy 
was not very good. Only 1,61,000 ton- 
m s of eement and 15,700 tonnes of 
clinker have been exported. Tlie main 
factors which affected the exports ad¬ 
versely were increase in ocean freights, 
non-availability of shipping space and 
liinitatimis of iKUt handling capacities, 
'fhe procedural formalities which ‘me re- 
rpiiiecl to be completed by the Slate 
Trading Corporation did not seem to 
have worked satisfactorily and resulted 
in delayed execulion of the contracts. 
The opening of Suez Canal is not in 
sight in the near future and th<* time is 
most opportune to build up and stabi¬ 
lise our markets in the Middle East. If 
is inti^resting to note that the factories 
located advantageously for expoit are in 
lh<' siuipIus areas and hence their export 
would help in reducing the averagi'. 
freight burden inasmuch as the subsidy 
to be paid from the Cement Regulation 
Account and inland freight to the port 
to Imp jneiirred would be far less than 
the higher freight which would be re¬ 
quired to move the same quantity over 
the long distance to the consuming cen¬ 
tres within the country. I would urge 
that the Government may keep this in 
view* and might make export more at¬ 
tractive to all such producers by increas¬ 
ing the subsidy. Port facilities in Por- 
bandur should l>e improved. The ne- 
cessily to have a long-term planning in 
exports cannot be overemphasised. For 
this purpose, it i.s essential that an ex¬ 
port .subsidy fund should be created and 
a .small <‘xport levy on the entire coun- 
tiy's production would be adequate to 
take care nf the exports on a permanent 
basis. 

I take this opportunity to express on 
behalf of the Management and on 
behalf of all of you an appreciation of 
the company employees' loyalty, hard 
work and willing co-operatioQ at^^all 
levels. 

JAI HIND 

Note : This docs not puiport to be a 
rejport of the proceedings of the 
General Meeting. 
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..where, after 
finishing your 
Viennoise, 
you may begin 
a doodle on a napkin... 
draw a little man...and hours 
later find you have given him a 
little dog and a house and a garden 
with flowers.. and nobody minds. 
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THE Voter, like the King, can apparently do no wrong. In 1907 when Koiv 
turned the ruling Congress party out of power in a number of States 
slashed its majority in the Lok Sabha it was acclaimed as a measure of hi$ 
wisdom and maturit>'. Exactly the same meaning is now being read into tho^ 
results of the latest election even though they completely reverse the trends , 
wliieh became apparent in 1967. Of course, there is no necessary contradiction 
in this. The voter's choice has to be above question — whatever the consider¬ 
ations that influence it. That the ruling party had the wherewithal to con¬ 
duct, over most parts of the country, an election campaign far superior to any¬ 
thing that its opponents could manage or that the l^ime Minister had avail¬ 
able to her the means to make possible cross-country election tours, visiting 
some States as many as three time's or even more, do not detract from the victory 
that sh(^ and her patty have won. The empathy between her and the people 
was alrrady tln^re, what siipeiior resources helped to achieve was to fully ex^ 
ploit thi.s advantage. Givtai th<' same resomces, no one else could have had 
even a r<'inotely' comparable impac’t. 

It IS uiulerstandable, consideiing the une,\p('cted proportions of the ruling 
party's triumph, that much h\perbf)lc .should be expended in discussing the 
significance of the outcome of the election. Even those not sympathetic to 
the party have warned it of the av\estwie responsibility that has devolved on 
it and how, with such a comfortable majority in the Lok Sabha, it would have 
no excuse if its peifoiTnancc fell short of popular expectations. Addressing the 
Congress Parliamentary Party on Wednesday, after her unanimous re-election 
as its l(*ad('r, Indira Gandhi declaied that ihf' party had to “march with unity 
and strength on the foiwaid path of socialism". laUer in hei speech she again 
stressed thi* importance of “taking the country on the socialist path". Whether 
or not the use of the words ‘socialism’ and ‘socialist’ in.stead of the more fami¬ 
liar Socialistic’ was deliberate, IIk^ Piiine Minister must have had in mind some 
special kind of socialism since jiisl a couple ol days earlier she had assured her 
first Press conference after the election that the government had no intention 
of doing avNay with the right to pioperty as such. I’his she had repeatedly 
stressed in the course ol her election campaign. 

The point is that the situation just now seems tailor-made for .setting off 
pressures for governnieutal actions of an essentially symhoJic and wasteful 
kind. One has only to skip 1907 and look at the results of the tliree earlier 
general elections to sr^^ that the vieloiy of tfie C.ongiess(fl), oveiwhelming as 
it has l)e<n, need not neross»uily denote the kind of lundainontal changes in 
the l(*vel of jifilitieisation of tlie voters or in tlii' traditional social and economic 
iclationships in sneit'ty as aie being latlier glibly assuined. Similarly, the mass 
<‘iithiisiasin foi the Congress(ll) and foi the Prime Minister personally could 
t'asily oliseiirc' th(' fact that basically tlu' chaiaf^ter of the party which has just 
been letuincd to pouer is not so very different from that of the Congress parly 
which fu'ld similar unchallenged sway over tlie country lor a decade and a 
half till tJjc mid-sixties. Thi'. «‘Xpeiience of this pi'riod showed that’ it was 
possible to have a great deal of talk of socialism and action supposedly to¬ 
wards that goal in tlu' form of sjjasmodic bouts of nationalisation, Jaige hivest- 
ments in the government s<'ctor, a plethora of administrative controls and sheafs 
of nniinplenicrited land refonn laus even as uneinjdoyinent nuiltiplied, income 
disparities widened and the poorest sections of the poimlahon sank deeper 
into poverty. Suiely, no one w'aiit.s a M'petition ol this exix^rience? 

Y'et th<‘ danger is veiy real that the outcome of tlx- election, which the 
ruling party fought and won on the stiength of issuf's like nationalisation of 
banks and abolition ol privy purses and of piomiscs of removing poverty and 
banishing unemployment might slrcngtheii (he belief that the ‘ladicar image 
of thf' party has .somehow got to be kept alive and that foi this purpose ac¬ 
tions such as amendinerit of the?, fundamental light to propc^rty or further ex¬ 
tension r)f bureaucratic contiol over this or that sector of tlie economy should 
get the highest priority. Should the government in fact take this path tlien the 
people, w'ho have voted it to power so ovei vvheliningly arc plainly in for 
another spell of delusion. 

On the other hand if the government is to be more honest to itself and to 
the i)eople, it would set itself a wholly different scheme of priorities. It will, 
for instance, give the highest importance to raising the level of investment in 
the economy and, towards that end, get down straightaway to the task of mo¬ 
bilising resources. There is no que.sHon about the need for employment-ori¬ 
ented investment programmes, but it would be ridiculous to even talk of them 
so long as aggregate investment in the economy remains at tlie present levels. 
The government must, similarly, turn immediately to the task of improving 
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the efficiency and profitability of the 
public sector, lliis is important not only 
from the p hit of view of generating 
investible resources but also in terms of 
building up the necessary organisation 
for stepping up the level of investment 
in the, economy. Today even il lesonr- 
CCS wore available, fherc jiisl arc not 
the organisations in tlu; public sector 
which can effectively marry thr’in to 
investment opportunities. 

True, against the liigli-llovvn rhetoric 
heard in th(’ a(t<-mutli ol the (flection, 
objVctiv(‘S siuh as lhe,s(' seem clia]> and 
uninspiring. Tnie also, however compe¬ 
tently imrsiied, they vvill not ush<*r in 
socialism in th(‘ genuine sense of tlie 
term. But then constituted as it is and 
representing tin social and economic 
interests that it docs, the ruling party 
is not capal)le of attempting tins task. 
It is for parties which vvill he satisfied 
with socialism and nothing less to work 
for it hy organising tlie relevant sec¬ 
tions of society instead of merely ha¬ 
ranguing the govemirient and tlie mling 
paity. Ill llic prciecss they might just 
build up polilieal l)as('s for tht'mselves 
which would not lie swept away liki' 
straws in a unul as hajiiHued in tln.s 
election. 

Pakistan 

Holding Together 
by a Thread 


WHILE Yahya Khan and even Muji- 
bur Rahman are trying to hold the 
rountry together in however tenuous 
la form, BhiittoVs actions are making 
a grave situation all the more tense. 
Either Bhutto is unable to fathom the 
depth of the East Pakistani desire for 
self-rule or he is deliberately promot¬ 
ing a violent confrontation between 
the two wings to consolidate his power 
base in Punjab and Sindh through that 
age-old standby — chauvinism — for 
whipping up populist feelings. His 
latest threat is that he could also 
launch a mass disobedience movement 
in West Pakistan. 

These aggressive noises from the 
West make Rahman’s light-rope walk 
more difficult. So far he has very skil¬ 
fully parried demands from his own 
supporters to declare complete inde¬ 
pendence and at the same time stuck 
to his six-point programme as well as 
the four preconditions which he wants 
fulfilled by the Military Government 
as a price for Awami League partici¬ 
pation in the National Assembly which 
has been re-scheduled to meet on 


March 25. The most important of 
these preconditions is the transfer of 
power to the elected representatives of 
the people. Whether this means a 
transfer of power in East Pakistan 
alone or m both the wings as well as 
the Centre has deliberately been left 
vague. 'Ihc exact composition of the 
proposed interim civilian government 
has also been left unclear. The signs 
are that if Rahman ever entertained 
thoughts of ruling all of Pakistan from 
Islamabad, he is likely to have given 
them up. Apart from ignoring Bhutto’s 
att(‘mpts at a dialogue, Rahman does 
not seem to have tried very hard to 
seek allies among the leaders of the 
smaller West Pakistani parties. Some 
of the latter have, however, implied 
their desire to accommodate East Paki¬ 
stani demands for autonomy. These 
leaders include Wali Khan, the leader 
of one of the two groups of the Na¬ 
tional Awami Party and a protagonist 
of .'lutonomy for the North-West 
Frontier Province, and Maulana Mah- 
mood of the Jamiat-e-UIema-e-Pakis- 
tan. 

'fhe series of meetings in Dacca bet¬ 
ween Yahya Khan and Rahman are 
continuing. Legal advisers, including 
the former Chief Justice and Law 
Minister of Pakistan, Alvin Cornelius, 
have been called in. This could mean 
that Yahya Khan is moving towards 
conceding the Awami Leaguc’.s de¬ 
mands. Such an agreement could be 
jeopaidised by clashes between army 
units and Awami League supporters 
which continue to take place in spite 
of orders by Yahya Khan and Rah¬ 
man to their respective groups to 
show restraint. 

To add to Yahya Khan’s difficulties, 
I A Rahim, tlie People’s Party’s secre- 
larj’-gcncral and Bhutto’s lieutenant, 
has recently wamed against any sell¬ 
out of West Pakistan by Yahya Khan 
and referred to “conspiracies against 
the people of West Pakistan... worse 
than the Tashkent Declaration”. He 
has also said that the People’s Party 
had a “plan of action**, presumably 
meaning a civil disobedience campaign 
against the Militaiy Government in the 
event of an agri ement between Yahya 
Khan and Rahman conceding East 
Pakistani demands. 

While all these political pressures 
and counter-pressures are applied, the 
final arbiter of powder in West Pakis¬ 
tan at least, the army, waits and 
watches. General Abdul Hamid Khan, 
the Chief of Staff, who is known to 
be relatively unconcerned about poli¬ 


tics, might not want the army to re¬ 
place Yahya Khan. But there are other 
officers like Lieutenant-General GuJ 
Hassan, the Chief of the General Staff, 
which IS the second most important 
position in the army and Lieutenant- 
General Tikka Khan, the newly ap¬ 
pointed Martial Law Administrator of 
East Pakistan, who are known to favour 
firm action and who might decide to 
takt; matters into their own hands. If 
that happens, a civil war between the 
two wings will become inevitable as 
the East Pakistani people will not 
biook one more military coup direct¬ 
ed against them. At the moment both 
Mujihur Rahman and Yahya Khan are 
des]>erately trying to avoid such a 
confrontation which could lead to the 
loss of thousands of lives. 

Interest Rates 

Wrong Instrument for 
Egalitarianism 


A Correspondent writes: 

TIIF. n porU'd findings of the Committee 
on DifftTcntial Interest Rates and the 
minutf^ of dissent to Committee’.s report 
eall lor a rc-exaniination of the rationale 
of difierential inUTt;st rates in the Indian 
Lontiwt. DifftTcntial rates of interest 
arc not new to us. The ReseiTe Bank 
has alwtiys provided finance to apex co¬ 
operative institutions at concessional 
latcs of intoicst with a view to enabling 
agi ieulturis.ls to obtain ^aedit ot lower 
inlciest rales. Mort; lecently, ];)ank 
credit to priority .sectors, such as ex¬ 
ports and small-scale industries, has 
been givtm at rates lower than those 
applicable to other sectors of the eco¬ 
nomy. The present concern with diffe¬ 
rential interest rates started with the 
Finance MinivSler*s statement at a jneet- 
ing with bankers^ last year that 
chf^aper credit .should he provided to 
I he “weaker sections" of thi! society. 

Differentials on the basis of sectors 
of economic activity have a different 
eoiinotaticm from differentials based on 
the economic weakness or strength of 
particular sections of society. For ex¬ 
ample, provision of credit at lower rates 
for exports is based on the reasoning 
that in order to make e.vporls competi¬ 
tive the exporters’ cost of obtaining fin¬ 
ance must be reduced. This is a form 
of subsidy. It is, therefore, no surprise 
at all tint the existing system of differen¬ 
tial interest rates has not helped the 
“weaker sections of the society”. 

The Committee on Differential Inte¬ 
rest Rates has sought to find out who 
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constitute the weaker sections of society 
and has come up yith five or six groups 
of borrowers who’ can be classified as 
such. It has, it seems, prescribed a rate 
interest of 7.5 per cent for the weak¬ 
est section and a ceiling of 9 per cent 
for other categories which are eligible 
for special treatment under the scheme. 

The author ot the minute of dissent 
is not arguing against differential rates 
of interest, as has been made out by 
some newspaper editorials. In fact, liis 
opinion appears to be that the differen¬ 
tial could vary from as low as ’2 per 
cent to as high as 20 per cent. He, no 
doubt, wants to ensure that banks 
should have a return of 10 per cent on 
the average. It is then a matter of 
wmple arithmetic to decide what the top 
deciles of borrowers should bear once 
the lowest rates and the percentage of 
total bank advances which should go to 
borrowers eligible for these rates are 
fixed. 

The important question, however, is 
not whether banks can be assured of a 
given av(Tage rate of interest on theii 
advances. What is impoitant is to re¬ 
cognise that the whole concept ol diffe¬ 
rential intenist rates is misconceived. II 
is not clear as to why any section of 
society should get loans at J 2 per cent 
or 1 per cent rat(^ of interest. Obviously, 
these loans are not fur consumption pur¬ 
poses. If loans aie lor productive pur¬ 
poses they should ho for viable piojects. 


What is the test of viability? Can pro¬ 
jects be regarded as viable even if they 
are not in a position to pay the normal 
rate of interest? Similarly, to go to the 
other extreme of charging 20 per cent 
to some borrowers because* certain other 
sectors have to be provided credit at 
very low rates of interest is unreason¬ 
able. It is easy to say that bigger bu¬ 
sinesses (would one include under this 
big public sector enterprises?) can pay 
an interest late of 20 per cent without 
causing an increase in tlie price of their 
products or services. Great harm would 
be done in terms of effective control of 
the economy, if the bigger enterprises 
arc pu.shcd from the organised to the 
unorganised sector of tha credit system. 
It is also idle to pretend that loans taken 
at low interest rates would not be re¬ 
lent at higher rates to others. Control 
ol the end use of credit would bea>mo 
extreuicly difficult under a system of 
differential interest rates varying be¬ 
tween per cent and 20 per cent. 

In a situation where capital is scarce, 
to offer anyone loans below the normal 
rate of interest is not a step in the 
right direction. The refornj of the credit 
system in India should proceed in the 
direction ol .switching from cash credit 
t») loans, a stiictor examination of viabi¬ 
lity of pioposals and the extension of 
(Tt‘dit b.ised on liie pioductiviiy of 
proj( f'ts Tfithei than the cTcdit woithi- 
n<‘ss of 1)01 roweiS', The Rcsf ivc Bank 


can, if need be, do some credit ratiooinK > 
in allocating funds for different sectot»i ^ 
But a differential interest rates systeni \" 
is an altogether wrong solution. Being, 
able to pay the normal rate of inteMt 
is one of the tests of the viability of a > 
project. It is senseless to sacrifice th4 
test for the objective of redistributioii 
of income for which bank loans at low 
interest rates are hardly the appropriate . 
tool. 


Ceylon 

The Young Socialists 


OLD brands of socialism have become 
discredited among sections of the 
young all over the world. The com¬ 
munist variant of socialism, whether 
it be of the Moscow or the Peking 
variety, is regarded with almost as 
mucli derision as capitalism because it 
has created a rigid, authoritarian and 
hierarchical power structure and eco¬ 
nomic system which still works on the 
profit motive, with the bureaucrats us¬ 
ing and disbursing the profits as they 
will. The so-called democratic socialists, 
like those in power in Ceylon and In¬ 
dia, are seen as so tied down by a 
middle-class power base and by a 
Icadeiship which is both middle-aged 
and middle-class in its life-style, that 
they are unlikely to .seriously disturb 
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social structures which perpetuate 
the status quo Democratic socialists 
are reKarded as more insidious than 
liberals, conservatives or fascists as 
they pretend to be for the working 
classes by indulging in symbolic socia¬ 
lism and so prevent or postpone a dia¬ 
lectical confrontation btlween the 
working classes and the bourgeoisie. 

This form of reasoning has created 
movements like the Janata Vimukii 
Peramuna (IVP) or People’s Libeiatmn 
Front in Crylon wluc'h Ii.is jt.s oiigins 
among students but has over the last 
six yeais tried, not ver> successfully, to 
politicise peasants and workcjs towaids 
its ideology, with the overthrow, vio¬ 
lent jf necessary, of the Government as 
the nllimate aim. ITie JVP staited a 
new phase in its activities with the 
attack on the Ameiican Kmbassy in 
C'olombo on March 6. Arms and am¬ 
munition have also been found by the 
police, though in negligible quantities, 
which point te intended attacks 
against Government property as well 
as foreign-owned plantations. 

These relatively minor activities have 
proMded an excuse for the United 
Front Government, consisting of the 
democratic socialist Sri Lanka Freedom 


'rilFltF lias been, over the last 15 
years, a anajor shilt in the balaneo ol 
energy eoiiMiniption in favour oi oil. A 
study by tin' National Council nf Ap- 
plii'd Eeononiic Ui’seaitli shows that 
eiieigy eonsiiniption inei eased fioin 189 
nni tonnes coal equivalent in 1954 to 
‘377 inn tonnes coal eijnivalent in 1969. 
Of total energy consiiiiiptioii, coal pro¬ 
vided 17 i>ei emt and pclrolenm 15 
per cent in 1954; in 1969 the share of 
t'oal was 21 per cent vvhih* that of pe¬ 
troleum had increased to 26 per c*cnt. 
Taking only commercial energy, the 
shaie of coal declined fiom 53 p r cent 
111 1954 to 41 per cent in 1968 whdo 
that of petroleum increased to 51 per 
cent in 1969. These’ changers aie re¬ 
flected in the absolute figures of de¬ 
mand for various cni'igy sources. Pro- 
(Imtion of coal has increased from 33 
inn tonnes in 1950-51 to 80 nin tonnev 
in 1969-70, while we now refine more 
than 16 inn tonnes of crude (besides 
impiorting some petroleum products in 
short supply) against a negligible amount 
in 1950-51. 


Party (SLFP), the Trotskyist Lanka 
Sama Samaj Party and the Communist 
Party, to declare a state of emergency 
and call out the army. The parliamen- 
taiy opposition led by the United 
National Party has offered its ‘respon¬ 
sive co-operation* and even the pro- 
Peking Communist Party, which does 
not form part of the Gov(*rnment has 
condemned the JVP for trying to 
sabotagi’ “the Marxist-Leninist move¬ 
ment in the country from within”. 
Ihis stiong leaction from all the other 
political gioups only serves to em¬ 
phasise iheir failure to satisfy the 
growing economic needs of the Cey- 
Icmese people, particularly the laige 
number of university-educated unem¬ 
ployed that one of the most ad- 
vanctal eihieational systems in Asia 
has produced. The big spurt in uni- 
viMsity education was the work of the 
first Sl.FP Government w'hich took 
user power in 1936 and opened the 
di)ors to the children of rural Sinha¬ 
lese. This was done to strengthen the 
SLI’P's following among this newly 
politicised gioup. Some of those chil¬ 
dren have now upped their social and 
economic demands. Has the political 
wheel tome lull circle? 


'Hit’ cliange in the encrgy-souice pat- 
t(‘m is hugely the result of delil^eiate 
pohev, though its implications weie 
appareiifly not recognised when the va- 
iiuiis polity decisions w'cre taken. At 
one time, subsidies were given to foster 
the use ot fuel oil by some industries, 
such as cement units in the South. The 
cinisetincnccs ol such policies have been 
paint 111 tor the economy. The import 
bill for crude oil and petroleum pro¬ 
ducts today amounts almost to Hs 150 
Cl OK'S — despite substantial local oil 
finds. At the same time, the coal 
industry has stagnated, with hardly a 
10 mn tonne use in demand over the 
Third Plan pciiod against a 40 inn 
tonne rise envisaged in the Plan. 

Ev(‘ii as coal was allowed to stag¬ 
nate, there was a let-up in local oil 
e xploration. There has been iine.xplain- 
ed delay in drilling in jiroven areas, 
such as the ‘Bombay High*. The result 
has been a conb'nuoiisly mounting for¬ 
eign exchange bill, to reckon the full 
cost of which one has to take into ac¬ 
count the cost of the subsidies to ex¬ 


ports needed to earn the required for¬ 
eign exchange. The ^ recognition of the 
high foreign exchange cost of oil im¬ 
ports hy Triguna Sen ki his inaugural 
address at the recent All-India Fet^^^i' 
Iciim Confereni'e (Refining) is rather 
belated, to say the least. Indeed, with 
the new price agreement between the 
OPEC and the oil companies, the cost 
is likely to go up further — by at least 
J5 to 20 per cent. 

A committee is currently examining 
the rpicstioii of a rational fuel •policy for 
fh<‘ future. A major consideration in 
lomiiilatiiig the framework of an cncigy 
policy should be maximisation of the 
iiK* of local <‘ii(‘rgy sources. This would 
imply not only the maximum use of coal 
whe rever its use is technologically fea¬ 
sible, but also development of alterna¬ 
tive local soul CCS — particularly indi¬ 
genous crude oil and atomic energy. 

1:1 veil the Indian Oil Corporation lo- 
rognises the need to have a sound ba¬ 
lance in our energy polity. The Ma¬ 
naging Diieclor ol the Corporation em- 
jihasiscd at the Pctiohann Conference 
the iH'cd for <‘eonoinising the use of oil, 
tsp<‘cially use of fuel oil m industry, 
[lc aKt» suggested the clacking of resi¬ 
dual fuel which could enable uh'lisa- 
fion ol 55 ix'i ci'iit ol the crude refi¬ 
ll ue, saving b\ 1980 almost 7 million 
toniK's of ciudc annually (reducing 
Linth' oil icijiiireiiiciits from 4.5 inilhou 
foniK's to 38 million tonnes) — cquiva- 
h'nt to Hs 85 crores in lorcign exchange. 

In this conh’xt, it is evident that the 
(ioviMiniient’s decision to go slow wath 
(li not altogether give up) the two coai- 
basi'd fertiliser projects, ostensibly on 
grounds of shortage of foreign exchan¬ 
ges was patently wrong. The Goveni- 
nu'iit should now give serious thought 
lo reviving these projects. It is also 
necessary that oil exploration is ^ given 
a fillip, at least to make the most of' 
already established reserves. This is all 
the more important as the Koyali re¬ 
serves are proving to be rather smaller 
than originally estimated. 

State Bank 

Priority Advances: Whose 
Baby? 


THE decline in the State Bank of 
India's piofit in 1970 from Rs 

5.50 crores to Rs 5.40 crores does 

at fiist sight appear intriguing. 1970 
was a good year for the bank, 

with advances and bills discounted 

swelling by Rs 250 crores (31 per 
cent) to Rs 1,040 crores against-just 
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;i\» 62 erores ^ per cent) in 1969, The 
rates of interest charged by the bank 
too went up by half to one percentage 
ixi^nt during the year. The combined 
iiDpatt of the larger lending at higher 
interest rates is reflected in tlie Rs 
20.54-crores (31 per cent) surge in the 
bank's interest and discount income to 
Rs 88.71 erores. ^ 

1970 was also a year of..fairly rapid 
dep*)sit growth. State Bank’s deposits 
increastnl by Rs 192 erores (19 per cent) 
to Rs 1,222 qrcires against 133 erores (15 
per cent) in 1969. There was a minor 
upward revision in deposit interest rates, 
but almost a third of the bank's addi¬ 
tional deposits were interest-free demand 
deposits. Besides, since credit expansion 
cxc<*edcd deposit growth, the State Bank 
resorted to heavy borrowings from the 
Reserve Bank. Whatever the marginal 
cost ol such borrowings, their average 
cost must h.ive been fairly low, taking 
into account refinance of piiority ad¬ 
vances at th(; Bank rate or less. More 
important, such refinance (juabled the 
bank to achieve an ordt:r of credit ex¬ 
pansion that would not have been pos¬ 
sible otherwise. (This explains why 
banks, including the State Bank, are not 
the reluctant l>orrowers from the Re- 
sei-ve Bank that they pretend to be.) 

• The rist; in interest paid out was 
modc;rate, by R.s 9 erores (23 per ctint) 
to Rs 47 Cl ores. Wages and salaries 
lose by Rs 11 erores (26 per ct^nt) to Rs 
48.50 croies. While wage and salary 
scales were revised in 1970, part of the 
highei* wage bill stemmed from increase 
in*the number of employees by 7,305 to 
67,221. Expenditure under the heads 
‘postage, telegrams and stamps', ‘rent, 
taxes, insurance, lighting, etc' and 'other 
expenditure’ showed a large increase of 
Rs 1.74 erores (20 pi^r cent). The major 
portioi\ of this increase, as well as a 
s;gniflcant part of the additional expen¬ 
diture 6n wages and salaries, may be at¬ 
tributed to the stupendous branch ex¬ 
pansion programme the State Bank 
launched in 1970. The bank raised the 
number of its offices by 449 in 1970. 
Thus new offices opened in the year ac¬ 
counted foi over a fourth of the total 
of 1,625 new offices opened between 
1955 and 1970. 


The bank's accounts for 1970 do not, 
however, reflect the full burden of 
branch expansion, which was subsidised 
till 1969. The accounts for 1970 have 
been arrived at after taking into account 
the I960 subsidy of Rs 2.56 erores made 
aV^ablc during the year. (Incidentally, 
a lium of only 1^ 2.28 erores was 
n^ada'^'available during the year, 


it follows that a balance of Rs 28 lakhs 
would be available to the State Bank 
for the accounts for 1971.) With the 
withdrawal of the subsidy and the li¬ 
quidation ol the Integration and J3eve- 
lopment Fund, the profit position of the 
Slat<; Bank is slated to worsen in 1971. 

The pie.ssure of rapid branch expan¬ 
sion — at the rate of five branches a 
day by the banking system in 1970 — 
will in course of time tell on bank pro¬ 
fits. A situation appears to have be<m 
reached when the subsidy from depo¬ 
sitors (which is wliat low deposit inte¬ 
rest rates amount to) is proving inade¬ 
quate. Deposit giowth is in any case 
falling short of galloping credit demand. 

All this might have been expected to 
lead to examination of whether banks' 
lending rates ought to be raised. But 
Chainnan R K Talwar would have none 
of it. Whether m a situation of absolute 
shortage of lesourccs, credit should be 
otter(*d at siibsidi.scd rates and the ini' 
pact, if any, of tla; subsidy on entre¬ 
preneurship arc issues which do not ap- 
paiently interest him. To him the issue 
is simple. Banks’ iiriorily advances 
should be n^fiiianced by the Reserv(; 
Bank, leaving lianks free to incijt the 
credit nMjuireinents of the ‘non-priority 
s<-"ctors'. 

This is clear fiom his statement: “The 
financing of the priority sectors would 
never have been possible but for hb<^- 
ral refinance from the Reserve Bank . . . 
The desirability of rt^strictive en’dit 
control measures notwithstanding, the 
modification of this refinancing facility 
imposed a severe strain on the banks' 
rc'sources.” Talwar explains that though 
under the present systi'm the entire ad¬ 
ditional credit to the priority sectors is 
refinanced, it has meant that banks have 
to find their own resoiirci's to absorb 
past increases in advances to these sec¬ 
tors. But what is so wrong about this? 
If banks can absorb from their own re¬ 
sources advances against, say, oilseeds 
or shares why should they not do the 
same with respect to priority advances? 

Cement 

Cosy Cost-Plus World 

THE annual statement of T S Sunda- 
ram, Chairman of Panyam Cements, 
brings out the dilemma which cement 
companies in southern India face. Ce¬ 
ment is surplus in the south and a sub¬ 
stantial part of the output of the ce¬ 
ment units there is distributed outside 
the region. Average freight varies from 
a low of Rs 19.27 per tonne within the. 
southern zone to Rs 86.65 per tonne for 



cement moving from the souttiem fdj; 
the northern zone. Under the presenttf^ 
arraugemenh there is freight pooling so ^ 
that while an average freight is charged 
on all cement sold, the freight is distri* 
bated among mamifacturcrs acM^ording 
to their Ircight coift; thus manufacturers " 
with low freight cost part with the ex¬ 
cess freight to tliose whose freight cost 
is higher. 

The southern units benefit from the 
system sinc-e, if there were no freight 
pcxiling and price control, the price in 
the northern zone would be higher, 
leading to higher profits for the north¬ 
ern units. This was the reason why 
southern manufacturers used pressure, 
including political influence, to thwart 
price c'cinent lower for users In back- 
merit was wrappixl up in ‘national' terms 
like the need to supply a development 
material like cement at equal price to 
all p.iits of the c'ountry. 

Clearly, the pr<»sent system leads to 
unnecessJiry cross-haulage of ct^ent 
(control over physical movements can 
never stop this) and pi events the use of 
inferior limestone deposits in the deficit 
noithern zone. If the intention is to 
pi ice cement lower for useis in back- 
v\ard legions, this am be done by a 
subsidy on cement purchase.s in these 
regions — financed, if necessary, by a 
urufonn suicharge on all cement produc¬ 
tion. 

Sundarain also foiesces a re-emergence 
of a^iTK'nt scarcity in the ctiming years, 
despite the existence of .surplus capacity 
among cement machinery manufactur¬ 
ers. He estimates capacity at 19.7 mn 
tonnes (leading to supplies of 16.3 mn 
tonnes at 85 per cent utilisation) in 1972 
and at 23.4 mn tonnes (supplies 19.7 
mn tonnes) in 1975. With a eon.servative 
estimate of growth of demand at 10 
p(*r cent, internal demand is estimated 
at 18 mn tonnes in 1972 and 24 mn 
tonnes in 197.5. Even with exports 
pegged at no more than half a million 
tonnes, this leaves a large gap between 
sypply and demand. 

Sundaram does not refer to the rea¬ 
sons for the slow-down in growth of 
cement capacity. Surely, introduction 
of licensing and price control have been 
major influences in bringing this about? 
Blit Sundaram is evidently content to 
live in a cost-plus world. In view of 
rec-ent increases in aists, be would like 
a new ‘technical’ inquiry to determine 
costs — with producers being "allowed 
to fully participate" in it. This is cer¬ 
tainly a cosy world, but is it in the best 
interests of cement consumers or of effi¬ 
ciency in the industry? 
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CAPITAL VIe¥ 


Acting in Concert 

Ronicsh 


THE Indian eleuturato — that Mip- 
pojw:illy l)a<;k\vard, illilcratc, parocnial, 
jiupiTstitiuiis, facclcsb mass — has made 
connncntators and analysts look like 
shallow, superficial, imitative cicatnrts 
tlml tliey are. Let us nut dwell on the 
crisis afflicting jonnialists and ixilitical 
scientists as they explain their curiuns 
ta|i4Ts on develoiimeiits ov<*i a very 
large chunk of South Asia (C'eylon, 
West and East Pakistan and India). It 
is tiK) depressing atid symptomatic ot 
our elite that it is no longei relevant to 
the lealitUvs around it. 

Acting m e<iiK'eit ewer a spiawhng 
siihcontinent, in diflerent situaUons ot 
conirontation and tension, rising above 
local pri'ssnres, easte calculations and 
comininiai under-currents, our people 
have risen to n.itionhood. The massive 
mandate, way Ixyoiid anything iiidi'a 
Candhi ever dreamed of, is a mandate 
to clear the admiiiisliative, ccoiimnic 
and social mess, to chait paths of 
growth and modemisation lelcvanl to 
this conn)le\, ovcr-ixipiilalcd land, and 
to achieve all this with speed and 
dignity. 

Viewing the scene ol h<*r essentially 
pcisoiial tiiumph — made so hy the 
almost inane electani campaign of the 
opposition parties, paiticularly the so- 
called Giund Alliance — the rriim* 
Minister cainnit hut be aware of the 
heighteiu'd expectancy of visible chang<* 
throughout the country. Sht Ims 
rcccivtal a massive mandate following a 
critical split in the ruling party and at 
u time when problems and crises aie 
crowding in. No longer will it be 
possible to find t'xeuscs and scapegoats. 
The responsibility for action aiul inac¬ 
tion will be plact‘ 1.1 sciuarely on the 
shoulders ol ‘Indira’. The vote is ol 
that quality and scale. 

Indira Gandhi, while etmscious that 
her calculations have paid high divid¬ 
ends, must lx* intrigued hy the way th<* 
old challengf’s hav<' collapsed. Her 
tonnentors, inside and outside Parlta- 
ineiit, have been ‘execiiteil’l The CPI, 
iKiurishing h()i>es of emerging as a deci¬ 
sive factor in a inargirtal result, has 
htvn rediic(*d to a thing of rags and 
tatters, riding on the shoulders of Indira 
and Karunanidhi I The SSP, w'ilh its 
frivolous anti-Indira ix>stures, and the 
PS'P, tlirectionless as always, have been 
consigned to the dnstbin of histoiy. I’be 


Thapar 

Sw'.itaiitia part\ and the Cong-O, 
together with the opixjrtuiiist IIKD, ai<‘ 
reduced to fuitive shadows. What re¬ 
mains? Tlx* CPM, but confined to oixi 
or two pockets. The,,Jan Sungh, mauled, 
startled, unbelieving, but capable of 
fi.ght and revival. 

Over the next few months, three 
major groupings wifi crystallise — the 
Itight comniand(*d hy the Jan Saugh, the 
Left marshalled hy the CPM and the 
Centre dominated liy the new Congress 
party. Each foiinatioli will be com¬ 
pelled to tk'inarcato itself more sharply 
fimn the otheis. 't he politics of dynamic 
centrism will have to be spelled oqt 
w'ith skill, and effective implementa¬ 
tion sought, if the federal Republic is 
not to lx* ix)laris(‘d. Now, tliere is 
optimism that hi the course of the next 
live years, dynumie centrism will find 
its cxinteiit. 

Of c-ourse, th<* ri.se of 550 niilliou.s to 
political coherence at this jimcte.re in 
thi* affaiis of Asia is not relishtti in 
many ijiiartcrs. Within hours ot the 
cl<*ction result, privately-cxintioiled mass 
media arc busy rebuilding the .shatter¬ 
ed hoix\s on the old Indira Jagjivan- 
Chavaii tensions. Strategically, what 
is sought is another split to make the 
ruling majority marginal again — that 
is, sensitive to pressures from the Right 
and the Lc*ft. This game of advnitiirers 
on the fringes ol our ixilitics w'ill have 

PERSPECTIVES 


THE third census ol lndep<*ndent 
India, which began on March 10, marks 
the ccntenar>' of this activity which was 
first undertaken in different provinces of 
the-then British India during 1867-72. 
Th<* first synchronous ceii.sus could hr 
organised in the subcontinent only in 
1881 but thereafter a census has been 
condiicleil at the beginnitig of every de¬ 
cade. 

In a country as lai'ge as India, c'on- 
sisting of more than 560,000 villages 
and some 5,000 towns, the enumeration 
of every individual is by no mcanv an 
easy task. More than a million persons 


to Ik' defeated even as new relevanije 
is .smight in perspectives and practice^ii. 

The old lobbies are expected to 
activisc themselves to push this or that 
'ministerial material*^ to enunciate this or 
that ‘radicalism' for image-building and 
lo sponsor this or that 'caution' m the 
interests of .sobriety and balance. Pro^ 
grainmatic clarity is vitally nece.ssary to 
cope with the mess of pressuiie.s. Con¬ 
stant education of public opinion on the 
prt'cist^ nature of the challenges and the 
rc.sponses needed will have to be undcr- 
tak(*n by the ruling party, ft is good 
to ri*Tnind piiliticians and the operators 
around them that ballots can turn into 
brickbats, .. 

And this brings us to the point about 
party organisation. The new Congress' 
won its (‘lection triumph without an 
organisation. Had an organi.sation 
existed, thi? .swe<.*p could have been 
mor<^ thorough. To n'ly forever on this 
kind of spontaneify is to he politically 
advi ntiirist. At sonx; opportune moment 
th(* organised Right or Left will move 
to clinch the i.s.sue — and it will be 
th(‘ last el(*ction tor fedc'ral India. The 
party ot the Centre cannot afford lo 
ix'glect organisation. Indira Gancllii 
had I letter think of tliis mundane Ini.si-' 
ix'ss even as she pr(*pares to lead the 
fiftfi Parliament. 

Otherwise, the el(*ction excitement is 
passing. Now we watch the chamcleon.s, 
hmnan and reptile, change colours, sud¬ 
denly or imperceptibly, as the Historic 
summer of 1971 tTeep.s up upon us. 

March 15 


Correspondent) 

liave to be engaged as enumerators; 
they have to lx* given training and pro¬ 
vided with the necessary schedules and 
iniormation. Tlie administrative chores 
arc really exacting. The enumerators are 
recniitt*d from the ranl^ of school tea* 
chers and revenue officials who get the 
nect*ssary leave from their noimal duty^ 
hut do not thereby escape the need to 
make up for the lost time after the cen¬ 
sus. The 1961 census started a welcmtie 
payment of a small honorarium ol 
to every enumerator, who was axpecM 
to count on an average .about 000 
sons. Tn ,1971 tbit bpnoraciuiii '.liu 
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tttised to B$ 20« but at feast tn tbe big 
dtfes' this small amount can barely cover 
additional travel cost and incident^ 

TUj major part of the census 
worlc is thus carried out on an unpaid, 
honorary basis. The quality of data col¬ 
lected by a large number of only mar¬ 
ginally-interested persons has often bet‘ii 
^loubted, but most students concede 
that the Indian census does provide a 
reasonably good inventor)' of the num¬ 
ber t)f persons in different parts of the 
country, their activities and social and 
demographic characteristics. 

Impact op Ptanninc 

J>uring thr) last two censuses, th(^ 
scope of investigation has been broaden¬ 
ed to evaluate the impact of planning 
on the volume, direction as well as niral- 
uri>an character of migration and the 
industrial and occupational characteris¬ 
tics of persons engaged in household 
industry or other non-agricultural acti¬ 
vities. Concepts have been refined to 
make them consistent with modern piac- 
ticcs. The 1961 (x-nsus also attempted an 
inventory of ec'onoinic activities earned 
on with the household as the produc¬ 
tion unit and sought to collect infoi'nia- 
tion on the area of land cultivated and 
^the leased in aiul leased out land as well 
as different forms of tcnine prevailing in 
different parts of oiir continental coun¬ 
try. The accuracy of this inlormalion 
has sometimes been doubted and the 
1971 census has rightly taken one step 
backward and dropped the hoiisehiild 
sehediile, on the ground inter alia that 
an agricultural census is likely to 
^indertaken during the current year 
partly on the basis of land records and 
partly through the 26th Round of the 
NSS. The 1971 ctuisus has also inten- 
‘sified the collection of data on migia- 
tipn by including qiiestic»ns on last rcsi- 
dtjnee and its niral-urhan character for 
persons who were lx»m outside the place 
of enumeration as well as those bom in 
the place of enumeration but who have 
lived in other places other than on ca* 
sual visits. 

Questions on the economic activity of 
the poindatkm have also Ix’cn modifieil 
in recognition of the fact that in a pre¬ 
dominantly agrarian economy, the usual 
status approach might he the most ap¬ 
propriate {or a large undertaking such 
as the cen.su8. A welcome distinction 
will bo made l^Mween (i) persons whose 
main activity is and (ii) those 

whose main activll^ is households 
work, or leiAnIhg or something eho 
Vho. io undertake some se- 
iStctinJty^ The data pn 


secondary activity will be recorded for 
all workers as well and we might hope 
to obtain thf^ first complete picture of 
the extent of multiple economic roles of 
a large segment oi our population. For 
p«irsons who regularly work in trade, 
professions, indusfr>' or services, the re¬ 
ference pi^rio<l has been shortened to 
one week (iroin a fortnight in 1901) 
and the tlula about these persons will 
he more eoinparal)I(i with those from 
the NSS. It itMuains to he seen, how- 
ev<fr, whether these modifications of th<j 
concepts a?)d fpiestions alwiit ecoiKuuic 
activity will ()nc‘<- again start a coiifre- 
versy about the comparability of the 
census data on ec'onomic activities ol 
the population, which has haunted ns 
almost continuousiv since almtit 195‘>- 
54. 

KEinii.riT Data 

The 1971 census has departed from 
its predecessor in including a question 
for every niained woman almut her age 
at fiist marriage and whether she gave 
birth to a child during one yt'ar preced¬ 
ing the date of enumeration. Accord- 
iirg to well-infortiied sources, these ques¬ 
tions were included in the individual 
enumeration slip at the last inomeiit 
witliout any pre-test. The earlier pie- 
test had indicated the b^isibility oi col¬ 
lecting useful data on mortality anti fer¬ 
tility in different parts of the country 
f)y asking, in addition to the question on 
hiith.s during the last year, two (lue^ 
tions on (he total number of childitm 
ever born and suiviving up to the dale 
of the census. However, at the time 
of the clearance of the census schedule 
by the Planning Commission, the heart- 
('ning and piotnising experience of the 
pre-test was brushed aside and the num¬ 
ber of questions on the subject was li¬ 
mited to one. This e«)iirse was adoiited 
despite the repeated observations based 
on the ej^Tienci* of the NSS that ques¬ 
tions only on children.born during the 
preceding year luil to elicit full infor¬ 
mation and the lesulting birth rates ap¬ 
pear to involve a significant underes¬ 
timation. It is ind(*<'d unfortunate thaf 
the advice of nou-experts or quasi-ex¬ 
perts prevailtnl and the census commis¬ 
sioner or hjs technical staff could not 
save the fertility schedule, which would 
have for the first time provided reawm- 
ably good (Estimates of interregional 
differences on fertflffv as vvell as mor¬ 
tality. 

The census office^ or the OflSce of tfie 
General it is called, has 
been made a permanent establishment 
obemt. lOOQ Its staff, has 


pahded very rapidly to look after 
jects such as the sample re^^stratk^ 
scheme to improve vital statistics, div;^ 
skins in charge of geography and catrl 
tograi>hy» languages, social studies, a|. 
well as a very small research unit. SomO . 
observers feel that the restiuroes are per* 
haps frittiTcd away after social studies, 
maps and language .studies which could. 
Ik? undertaken better in the large nuni* 
her of universities and research institu¬ 
tions <»f which there is no scarcity in 
the c'ountry. Skiitu: also wonder whether 
the Office of the Registrar General could 
not more appropriately be alignetl with 
the Central Statistical Organisation and 
perhaps bec'onie more or less autono¬ 
mous as has hapinmed in the case of 
the NSS dining the past one year. There 
IS indeixl a strong case lor making this 
vital organisation more, technically- 
oriemted. Oi course, the valuable con¬ 
tributions of imaginative administrators 
through their cwhauslive reports on the 
past txmsust's are not to lie denied bill 
times have changed and the census or¬ 
ganisation can usefully be placed under 
ihi^ h'adership of competent and »‘ffec- 
tive technical experts. 

Cl .N I KN AH Y CJ.I .r.BHA nONS 

The reports alioul the ct?ntt‘nary ce- 
lebratinns planiKxl by the census officxj 
illustrate lu>w things can go wrong if 
entrusted to an inept person. Apart 
from the innocuous postal stamp releas- 
etl on the date on which eiumieration 
began, the census oifice has apparently 
been planning an ambitious cfintenary 
seminar, lor which eonlrihiitioiis were 
to be submitteil by the end of 1970, 
tliree months before the publication, as 
then i>lanned, of even the provisional 

1971 figures on population, and 21 
months l>efoie the scheduled time of 
the seminar, i e, September-October 
1972. The actual resi>oiis(* to the large 
iuiiiiIkt of invitations sent out to all 
and sundry by the pioposed deadline 
is not known but soin<*oiie has c'ortain- 
ly made our ernsus office a laughing¬ 
stock in the world. The value of a 

1972 seminar which would discuss the 
situation as known up to 1961 would 
hardly justify the presumuhly large out¬ 
lays that wouM bt' involved. 

The census authorities do not perhaps 
feel constrained by the staleness of the 
infomiation they discuss or publish. Of 
the 15 census monographs that weie 
promised in the ‘Guide to the 1961 
Census Publication PrograI^me*^ pro- 
l>aWy only three have li^n published, 
Some more are prt»sui^bly “in the 
jpitess”; omj in „|tiat status for 
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EObNtMlC AND PdLmCAL.^E^^ 


almost foui ' ears. The census autho¬ 
rities need to realise that even scholarly 
treatises need timely publication if tht'y 
are to serve their function. According to 
‘'.Plans and Programmes of 1971 Census", 
"special monographs" are to be prepared 
onco again by "interested scholars" 
unch r a programme "yet to be tir»alis- 
cd". But the census organisation would 


do a service to these scholars and the 
country by leaving such a programme 
to a htKiy liKe the Indian Council of 
Social Science Research. It must not 
take on inor<‘ than it can chew. 

The primaly job of the census orga¬ 
nisation must lemain prompt publica¬ 
tion oi its data, a field in which the 
lec'ord of th<* U>6J census must Ix^ im¬ 


proved. Fortunately, the proposed ad* 
vance tabulation of a one per cent sam¬ 
ple is expected to provide some data at 
the national level by July 1972, in .time 
perhaps for possible use for preparing 
the Fifth Plan. The much-advertised elec¬ 
tronic data processing equipment acquir¬ 
ed by the census authorities sliould help 
to attain this goal. 


earn increased rates of interest 
on smaii savings 

Higher interest rates announced by the 
Central Government are now in force. 

you can t help 

saving "O'** • 


POST OFFICE SAVINGS BANK~ 

i) Single, Joint and Provident 
; Fund Accounts. 

ii) Minimum Balance Rs. 100. 

iii) Blocked Deposit for 2 years. 
POST OFFICE TIME DEPOSITS 
POST OFFICE RECURRING DEPOSIT 

7*YEAR NATIONAL SAVINGS 
CERTIFICATE (IV ISSUE). 


Old Rate 
(p. a.) 

New Rate 
(p. a.) - ' 

3f% 

4% 

4% 

41% 

44% 

44% 


6% to 74% 

64% 

6f% 

74% 

74% 


For details, please ask your nearest 
Post Office or write to the Regional 
Director, National Savings of your State. 


NATIONAL SAYINGS ORGANIZATION 
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No Bull Campaign Till Budget 

Nbhtar 


THE prolonged spell of uneasiness is 
over. With the mist of political uncer¬ 
tainty cleared, the stock market has 
taken a decisive turn for the better. The 
prospect of a stable and firm govern< 
ment at the Centre has injected new 
life but the market has not allowed it¬ 
self to be carried away by impulse. It 
has pushed its way up without up spec¬ 
tacular dash. The market has every 
reason to feel pleased with the decisive 
victory of the ruling Congress party 
as this will strengthen the government’s 
hands in dealing effectively with the 
forces of disruption and enable it to 
go ahead more purposefully with the 
programme of national reconstruction. 
Indira Gandhi has been quick to reas¬ 
sure that her party will strive to in- 
crease production both in agriculture 
and industry to combat unemployment 
and check inflationary prt.»sures. Deep¬ 
ly concerned over the big shortfall of 
about Rs 165 crores in the Centre’s 
Plan expenditure this year, Indira Gan- 
• dhi has called upon top secretaries of 
the Central Govemment to sliow more 
dynamism in implementing Plan pro¬ 
jects. 

The electorate's choice of Indira 
CancUii to lead the country is welcome. 
The leader is experienced, enterprising 
and daring. The road blocks placed by 
fhe opi>osition have been removed. But 
the car of nation’s destiny that Indira 
Gandhi is called upon to drive requires 
not only a routine check but a thorough 
tiverhaul before it is put on the road 
•of progress. The rust of corruption has 
eaten into many parts of the engine and 
they need to be replaced. The wheels 
of administration require to be inflated 
with the air of enthusiasm to be able to 
withstand the rigours of a tough jour¬ 
ney. The revolution of rising expecta¬ 
tions will not permit any further waste 
of the precious fuel of sacrifice. The 
task is challenging. The election has 
provided an opportunity to set new 
norma of efficiency at every level of 
administration. Time has come when 
ideologies will be judged on the basis 
of performance. 

The . market now looks to be 

a different phase. The fu* 
tm aeems ^ promise* opthrdam 
to ^v-teni^^ caution. 
'■Jp- ;iw!0ieetod in 

-r.- ..■V. '1- A* • ■' 


eludes many proposals which are not to 
the liking of the stock market. These 
include the take-over of general in.sur- 
ance, increasing Stale participation in 
import-export trade, greater role of the 
state in industries where substantial 
public funds have been invested and 
ceiling on urban property. These pro¬ 
posals are not new but their implemen¬ 
tation might not be delayed for long 
now that the ruling party has been given 
a fresh mandate. It is in this context 
lhat this year’s Budget will be awaited 
with keen interest. How the Finance 
Minister will mobilise resources to fin¬ 
ance the stepped Tip development eflForl 
and at the same time reduce income 
disparities is anybody’s guess. The stock 
market might not launch a major hull 
campaign until the budget uncertainty 
is cleared. In a.sse.ssmg the outlook for 
equities, the market will also need to 
reckon with the diversion of institu¬ 
tional funds to the call money market 
in search of attractive return. 


lAPP for Cotton _ 

THE Union Foreign Trade Minister 
L N Mlshra is reported to have stated 
at a conference of representatives of 
cotton growers, State governments, Cen¬ 
tral ministries and of the Planning Com¬ 
mission (March 15) that the Govern¬ 
ment is determined to protect the tex¬ 
tile indiLstry from periodic difficulties 
arising from cotton shortage. It is not 
that the Government has not been rt^s- 
ponsivo to the industry's raw material 
needs all these years. The shortage is 
not periodic; it is chronic and it has 
heen growing with time. Huge sums of 
scarce foreign exchange have heen 
spent year after year to augment domes¬ 
tic supply by imports which have not 
hc»en confined to staple lengths not in¬ 
digenously available. The new deter¬ 
mination (one hopes it is nothing less) 
is to meet the shortage through a rapid 
increase in cotton production in the 
country. It is proposed to develop a 
massive programme to .step up cotton 
output. That a small working group 
should have been asked to submit de¬ 
tails of the programme within just' ten 
days — by MorA iiS — is an earnest 
of the Govemm^*s desire to do the 
job seriously. 

Accprdkijg to p^tsss reports, an inten- 
Ove area devribpment programme 


(lADT) will be ini^ted in nine St^^i 
covering 5.8 lakh hectares initiaQyr ^ 
be gradually extended to 13.5 laldh he^ 
tares during the course of the next 
three years. Special emphasis to l>e 
laid on plant protection with suitabl^; 
subsidies for the purchase of n;>rayul|^ 
equipment. Besides plant protectibn 
measures, the specialised staff will also 
popularise foliar application of urea 
which has been found useful for in^ 
creasing production. The ground mea**' 
sures are to be augmented by aerial 
spraying operations from time to time. 
Another aspect of the cotton develop¬ 
ment programme is the increased use 
of Hybrid-4, a high-yielding variety 
cotton developed in Gujarat State,, 
which is known to yield at least 
extra one bale per acre os compared 
with the existing varieties. Besides, the 
production of extra Umg staple cotton 
is also proposed to be increased. 

The proposed scheme is estimated to 
cost Rs 5 crores to Rs 6 crores in the 
first year. Mishra has called upon the 
textile industry to play a more dynamic 
role in the cotton production pro¬ 
gramme. The suggestion lor raising a 
development fund by a levy on con¬ 
sumption of cotton by mills and by 
Government contribution has again 
been mooted. Considering the huge 
amounts of valuable foreign exchange 
that the Government is spending on 
cotton imports and the industry’s ever 
increasing hill to purchase the same 
quantity of cotton year after year, rais¬ 
ing adequate funds for cotton develop¬ 
ment shcjuld not pose a serious problem. 
Money is Ireing spent anyhow; it would 
he far better to spend it on cotton de¬ 
velopment. That cotton production 
.should be still lagging behind the ori¬ 
ginal target for the Second Plan — 65 
lakh bales — is a sad commentary on 
the effort that has b^^eii made so far to 
step up cotton production. 

Market-wise, there is not really much 
to report this week. Prices have eased 
further by Rs 50 to Rs 100 a candy 
on poor spinner inquiry because of the 
financial stringency and easier condi¬ 
tions in the cloth and yam markets. 
Apart from the release of the 68,000- 
bale global quota undear the yam-puol 
scheme, the Government has also an¬ 
nounced an additional import quota 
61,350 bales for mills against their ex- 
I)ort contracts. The entire quantity is to 
be imported and distributed by the 
Cotton Corporation of India. Fairly 
large quantities of foreign cotton are 
due to arrive in the coming weeks. 
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ECCMStCMrflC AND 


Soft Tono 

INDIRA Gandhi's assurance to deal 
with the disturbing price situation on a 
priority basis seems to have had a salu¬ 
tary effect on the oilseeds market which 
has develoi>ed a distinctly soft tone. 
Prices have registered an all-round 
sizeable decline from their previous 
week’s peak levels. Linseed and castor 
futures have <*asecl liy Rs 4 to Rs 5 a 
quintal and oil prices have moved down 
by Rs 150 to Rs 350 per tonne — the 
decline is the sharpest in mustard oil. 
ll^is is not the first time that the Gov¬ 
ernment has let it be known that it is 
firmly committed to biinging down the 
prices of consumer goods. But such 
statements have seldom lioen taken very 
seriously in the past. Not so now per¬ 
haps. The election lesults have placed 
the new Government in a iniieh stronger 
position to deal firmly with any situ¬ 
ation. 

It appears lliat the easier spell will 
last for quite some time. The market¬ 
ing of rape and miistardseed — the ma¬ 
jor rabi crop — u ill get into swing in 
the coining weeks. Arriv.ils of linseed 
will also gatlier momentum. The move¬ 
ment of castorseed is already in full 
swing. The winter planted canal ini- 
gated .summer crop of groundnut in the 
three southern States ot Tamil Nadu, 
Andhra Pradesh and Mysore is estimat¬ 


ed to yield a record one million tonnes 
(in shells) against 075,000 tonnes last 
season. Arrivals have cotnmcnced 
about a foitnight earh’er this year and 
this has already had a significant im¬ 
pact on groundnut oil prices in the 
south. Vanaspati manufacturers, the 
main support for the market, are In- 
clinetl to go slow with their purcha.sc$ 
of oil. 

Export business in oilcakes has shrunk 
to negligillie proportions, particularly 
with th(‘ hard currency countries. Busi¬ 
ness in groundnut extractions with the 
UK lias be(‘n rendered unrenmnerative 
because of the exorbitant freight. And 
exports to Japan have come to a stand¬ 
still because ol the ailatoxin problem. 
The Japanese C^overmnent has adopted 
a stiff attitude and is insisting on max¬ 
imum 1 PPM ailatoxin at landed poits 
and compulsory inspection by Japan 
Crain Inspection Board or Japano.se 
Csoveniment laboratories. A GEEDA 
delegation has ilov n to Jap;in to .sort 
out the problem; the outcome of this 
visit is awaited with keen interest. So¬ 
cialist countries aie the only buyers of 
Indian groundnut extractions at present 
and not all that they buy is for their 
own use. Export activity in other oil- 
takes also is extremely restricted. Among 
oils, only castor oil is moving out and 
here again, business is almost entirely 
with the socialist countries and does not 
earn any coiivcitible foreign exchange. 


COMPANIES 

Burdensome Investment 

Hansavivek 


KESAR SUGAR complains tliat its pro¬ 
fitability has suffered because of, among 
other things, heavy interest charges. 
The company’s borrowings over the year 
increa.sed by Rs 49 lakhs to Rs 223 
lakhs and the cost thereof by way of 
interest and guarantee commission wa.s 
up by Rs 7 lakhs to Rs 23 lakhs. The 
company’s Investment portfolio was re¬ 
duced by less than Rs 2 lakhs to Rs 88 
lakhs by selling out some goveniinent 
securities. Shares* of joint-stock compa¬ 
nies h<*ld by Kesar were left untouched, 
even though income was le.ss than Rs 
4 lakhs or a little over 4 per cent. In 
the previous year, total return on 
shares was barely Rs 8,6411 The bulk of 
Kesar's investment is in Synthetics and 
Chemicals (Rs 80 lakhs) and in the 
subsidiary. Distillers' Trading (Rs 5 
lakhs). Quoted investments xvlth a book 


value ot Rs 81 Jakhs had a maiket 
value of Rs 170 lakhs at the year-end. 
If those .shares had been disposed off, 
the company’s liquidity position would 
have greatly improved and tlie share¬ 
holders would have benefited from re¬ 
duction in the interest charges. But the 
management is clinging to these share.s 
out of considerations other than their 
value to Kesar Sugar. Chairman Tul- 
.sidas Kilachand's fight with Firestone 
over the selling agency of Syntlietic and 
Chemicals that culminated in a proxy 
battle is well known. 

Kesar crushed 31.7 lakh quintals of 
sugarcane against 26.7 lakh quintals in 
tlie previous year and produced 2.8 
lakh quintals of sugar against 2JS lakh 
quintals. The average recovery was 
lower at 8.83 per cent (9*64 per oeat). 
With greater availability of molassei^/ 


alcohol prodabtlOYi in’cMaised fifOlda 4p.2 
lakh litres to 71.4 lakh litres. Working 
results of the chemical factoay have nut 
been satisfactory, and production of a 
few chemicals suffered due to shortages 
of imported raw materials. Gross pro^ 
fit dropped by a fourth, but the divi¬ 
dend was maintained at 16 per cent at 
the sacrifice of cover. Production of 
sugar in the current year is expected to 
be lovv<‘r than last year but average 
recovery is likely to be slighfly better. 

MARTIN BURN*s income by way of 
managerial remuneration dropped from 
Rs 38 lakhs to Rs 23 lakhs in the year 
to September la.st. With the abolition 
ol the managing agency system, this 
source of revenue has dried up. Al¬ 
though efforts have already been initiat¬ 
ed to intensify the other operations of 
the. company, it would take time to re¬ 
coup this substantial loss of revenue. 
Meanwhile, with a slight improvement 
in the earnings, the 10 per cent distri¬ 
bution which was short-earned last 
lime, is well covered this time. 

A7AM JAHI MILLS' directors raised 
hopes last year that they had finalised 
a prograiTiinc of leplaceinent and reno¬ 
vation of old machinf;ry and that in 13- 
1.5 months the company would be able • 
to turn the cxirnor and earn fairly 
reasonable profits and stand on its own. 
In the latest report they say that imple¬ 
mentation of the programme, except for 
a hot air stentcr for the processing de¬ 
partment, had to he kept in abe^^ance 
at the instance of the Andhra Pradesh 
government whom they had approach¬ 
ed for necessary finance. While sane-' 
tioning an interim reUef of Rs 32 lakhs 
by way of a loan, the State govera- 
numt suggested exploration of possibili-v 
ties for further financial assistance from, 
IFCI or National Textile Corporarion.• 
The Union government, they add, has at 
the instance of the Andhra government 
constituted a committee to investigate 
into the affairs of the company under 
Section 15 of the Industries (Devdop- 
ment and Regulation) Act, 1951. Mean¬ 
while, Azam Jahi has sunk deeper into 
the red with a fresh deficit of Rsf 48 
lakhs that lifted the accumulated loss to 
Rs 184 lakhs to stand ^Igainst a share 
capital of Rs 72 lakhs. In addition^ ar¬ 
rears of depreciation amoimte^ to Rs 85 
lakhs. 

AfAHARASHTRA SUGAR U exploring 
new avenues for impioving profitahAity 
by .imdeitaldiig that involye 

dest capital outlays* A fe5V 
under stucly^ and one or two are in 

of eaecsu^. 'Apiong, 





various ^pbsals jin view are the mattu« 


facture of high density polyethylene ori« 
•ented tapes for production of heavy duty 
bbgs and other allied products from all 
kinds of plastics, and also production 
transformers, switcb-geors, instruments, 
relays, circuit breakers, lightning arres¬ 
ters, capacitors, etc. The ‘letter of in¬ 
tent' issued to the company for the ma¬ 
nufacture of elec'lronic components is 
being processed further by government, 
and the company has submitted its pro¬ 
posal for foreign collaboration in this re¬ 
gard. Working of the potable liquor di¬ 
vision, which commenced commercial 
production during 1969-70, has not been 
satisfactory as consumers of hard liquor 
prefer malt whisky to the spirit-based 
whisky that the company produces. 
Possibilities of setting up a malt whisky 
plant with indigenous knowhow are 
being explored. Some quantity of rum 
was supplied to the Defence Forces at 
an unremunerative price with a view to 
introducing the product to that sector 
of the market. Production during the 
year was 12,079 cases of liquors. The 
sugar factory crushed lakh tonnes of 
sugarcane and produc'^d 3.6 lakh 
quintals of sugar with an average leco- 
very of 11.16 per cent. In the previous 


3^af, 2.7 lakh tonnes of cane were 
crushed and 3.3 lakh quintals of sugar 
were produced with a recovery of 11.91 
per c^iit. Ou'ing to substantial increase 
in production of sugar in the country, 
larger releases and greater availability of 
levy sugar at controlled prices, free mar¬ 
ket sugar price slumped heavily. With 
the erosion of margins, the unchanged 
dividend of 24 per cent was slightly 
‘short-earned'. The subsidiary, Maha¬ 
rashtra Radio and Electronics, has not 
made any prcigress in the manufacture 
of components and electronic equip¬ 
ment 

HINDUSTAN LEVER experienced a 
contraction of margins in 1970. Accord¬ 
ing to preliminary figures, turnover was 
up from Rs 108.79 crores to Rs 119.21 
crores but profit before tax dropped 
from Rs 6.16 crores to Rs 5.35 crores 
and after providing for the tax liability 
it stood at Rs 2.34 crores (Rs 2.75 cro¬ 
res). Total dividend is maintained at 
14 p<T cent with a final of 8 per cent. 
Exports were higher at Rs 4.78 crores 
from the previous year's Rs 2.01 crores, 
which figure itself was double that of 
1968. Special empha.sis is laid on ex¬ 
ports of non-traditional items. Thcj sale 


of synthetic detergenti woftft' 
lakhs to USSR deserves spe^^al 
in this <^ntext. Import substitutiOfi 
development of new fndig^ious 
materials continue to be the mafor 
Jectives of HL's research and dcveld^-i; 
ment effort. Research work on 
nutrition has been added to the existin^^i 
areas of activity. New techxdques for;, 
utilising non-traditional oils were 
duced. The company is looking forward ! 
to the recommendations of the 
Commission which has completed tlM.. 
inquirv' into vanaspati costs in the hbjMt 
that they would lead to the indusliy 
being allowed adequate margins. . 

DUNLOP INDIANS preliminary figurea 
are unexciting. They show over 8 per 
cent rise in total income at Rs 88.41 - 
crores followed by a bare 3 i>er cent 
increase in gross profit at Rs 8.35 crores* 
This outcome is attributed to general 
Increase in costs. Net profit is actually, 
lower at Rs 4.02 crores (Rs 4.15 crores) 
because of higher provisions for depre¬ 
ciation and taxation. The recommended 
final dividend of 12.5 per cent makes ' 
an unchanged total i)ayrnent of 20 per 
cent. Total preference and equity divi¬ 
dends will take Rs 2.05 crores. 


The Week^s Companies 


(Rs in Lakhs) 



Kesar Sugar 

Martin 

Burn 

Azam Jahi Mills 

Maharasshtra Sugar 


Latest Year 
30-9-70 

I^ast Year 
30-9-69 

Latest Year 
30-9-70 

I.ast Year 
30-9-69 

Latest Year 
30-9-70 

Last Year 
30-9-69 

Latest Year Last Year 
30-9-70 30-My 

Paid-up capita] 

64 

64 

281 

281 

72 

72 

99 

99 

Reserves 

59 

50 

112 

98 

17 

17 

116 

119 

. Borrowings 

223 

174 

201 

231 

451 

287 

47 

.... 

o/ which Term borrowings 

— 

— 

89 

80 

19 

19 

9 


Gross fixed assets 

171 

165 

134 

111 

313 

308 

276 

268 

Net fibred assets 

57 

62 

87 

71 

212 

200 

125 

136 

, Investments 

86 

88 

200 

200 

2 

2 

37 

38 

Current liabilities 

77 

57 

.538 

692 

75 

88 

274 

261 

Cuntiit assets 

280 

224 

726 

785 

140 

118 

349 

280 

. Stodti 

190 

X33. 

130 

115 

123 

104 

241 

175 

Book debts 

55 

03 

621 

646 

25 

20 

62 

62 

Net ^es 

440 

417 

1084 

764 

276 

202 

506 

490 

Other Inoome 

8 

5 

83 

09 

2 

2 

11 

8 

Raw material costs 

257 

269 

791 

721 

216 

178 

285 

327 

Wag^ 

49 

43 

138 

137 

102 

94 

22 

21 

Inlmst 

21 

"15 

20 

17 

26 

21 

6 

1 

Cross piofit(+)/loss(—) 

32 

49 

67 

59 

—48 

—50 

57 

56 

Depieclatioii provlsfoD 

8 

^ 9 

7 

3 


— 

19 

22 

Tfui pioWsicm 

8 

20 

37 

30 


... 

21 

17 

Net poflt(+)/loss(—) 
Development rebate provision 

16 

1 

20 

1 

30 

26 

—48 

—50 

17 

1 

17 

4 

'Transfer to reserves 

6 

10 

— 


_ 

• - 

— 


Dividend 

Amount; 

9 

9 

27 

27 



23 

23 

Rata (per cent) 

16 

16 

10 

10 

..... 

... 

24 

24 

Cover (times) 

1.66 

2.11 

1.11 

0.96 

— 

— 

0.96 

1.35 

Ibifioi cent) 

:Otm prajH/aakf 

7.27 

11.75 

6.18 

7.72 



1136 

1143 

employed 

uventaiei/iilea 

462 

0.94 

458 

4.20 

... 


6.49 

7.79 

43.18 

31.89 

12.90 

14.62 

4430 

39.69 

47.62 

35.71 


11.13 

1031 

12.77 

17.93 

4732 

52.80 

4.35 

438 







tHB FOURTH ESTATE 


The Result 

Nireekshak 


Those that have eyes sec not, those 
that have ears hear not... lliis is what 
eomes to mind on reatling the editorial 
reactions of most of the national news¬ 
papers to Indira Gandhi's unexpectedly 
hauilsixme triumph, Without Ijotlieriiig 
to base their surmises on any palpable 
evidenCer the editorial writers thought 
fit to foist their newspapers’ proclivities 
on to the electorate. Timers of India ponti¬ 
ficated, "Tlie Indian people have voted 
for change as well as stability”. On the 
same page in his coliinin The National 
Sct'tie’ Sham Lai got quite carried away 
by the Congress(R) victory and saw it as 
*‘no mere wind of change” but a “hur¬ 
ricane’*. He ended the first part of 
the article with the thoughtful thought 
that ‘'everything in tlw end will depend 
on what use she makes of her new^ man¬ 
date and new opportunity”. 

Famiuah Bogky 

Frank Moraes of Indian Express, 
who, in the dii>s pret^iding the election, 
had been busy castigating Indira Gan¬ 
dhi and her party about pett>' nothings 
in a coliium called "Myth and Heality”, 
assertiHi that “One of tltc prime leitsons 
why the people have invcstcil Mrs (Gan¬ 
dhi with such overwhelming authority 
is to ensure her political independence 
and to guarantee that she li'nns on no¬ 
body but India and its people”. And 
once more he biought up his familiar 
bogey that hitlierto Indira (iandhi had 
been “leaning on Moscow. . Tbrc'c 
days later Frank Moraes was in a mori' 
hopeful nmod, when he thought that th^* 
years to come might timi out to l>e a 
golden age for India and Indira might 
yet prove to be a Queen Victoria. This 
was perhaps meant to he a sincere com¬ 
pliment, although it might surprise him 
to learn that in Britain itself, the young 
look upon Vic'toria, not as a symbol of 
greatness, but of hypocrisy and dovvdi- 
ness. 

Staiesman was in no mood for hope 
or charity. It was tlic only English 
language national daily which remained 


efficient gatherer of votes than anything 
the Opposition was able to produce.... 
the pow'cr of the slogan has been amply 
demonstiated and the election was in 
r’ffect reduc'cd to a political instrument 
in the hands of one well qualified to 
manipulate it”. IIow much longer 
before^ Statesman oi>ehly begins to 
doubt the need for election ? It reiterat¬ 
ed its concern about “Such issues of 
the greatest moment as changes in the 
Constitution, fundamental rights, restric¬ 
tions oil inconu;s and property and 
lefonns of the Supreme Court** but 
failed to see that poverty rather than 
legalisms might h.rve been the Important 
issue for many voters. Hindustan Times, 
in contra.st, firmly stipulated that 
"Garibi Ilatao, not Indira Hatao” had 
b<*cn the issue for most of the electo- 
late. It further divined “that an over¬ 
whelming majority of the electorate had 
opted for stability and rapid but orderly 
growth around a left-of-centre consen¬ 
sus. . 

Hindu, with customary doumess, ad¬ 
mitted tliat “Critical as wc ourselves 
were of some of their policies and 
postures we have no hesitation in hailing 
the stnpendous achievement of the 
Coiigress(R) and its poll ally [the DMK]. 
Nor do wc flinch from owning up Uie 
(TFor of our assessment of their electo¬ 
ral prospects**. The DMK, about which 
Hiiulti had been strongly critical for 
some time, was requested to “take note 
of the criticisms levelled against it du¬ 
ring and before the election campaign 
and be constantly alive to public opi¬ 
nion, even if this belongs to only some 
sections of the people**. Hindu seemed 
to miss the point that different sections 
of public opinion can often place con¬ 
tradictory and irreconcilable den^iands 
before a government. It ende<] on the 
trite note, “Elections come and go, but 
the people of Tamil Nadu have to live 
'as brothers* as they always have done**. 

Wishful Thinkinc 


prognosticated, “the wind of change is 
very strong and will be irresistible^. 
This might make some wonder as to 
how National Herald can be so sure? 
Patriot while ecstatic about “Eeactiun''B 
Rout**, just as Herald was, sounded wor¬ 
ried that some “in the Congress ... 
would choose to interpret the peoples 
verdict as a vote for a Left-jf-centre 
approach and make it the basis of Con¬ 
gress isolationism from Left forces and 
parties.. . The fear appears to be that 
the CPI and not Congress(R) might be- 
com<i an isolated political entity. 

Wrong Prognosis 

Patriots weekly brother Link, in its 
editorial made the predictable but fac¬ 
tually wTong prognosis that the CP(M) 
had been “cut to size by the electorate**. 
If any such presumptions can be made, it 
can bo said with greater validity that the 
CPI won in several constituencies be¬ 
cause Congress(R) chose to leave these 
constituencies aside. And in fact, the 
CP(M) has more seats in the Lok Sabha 
than the CPI. Blitz, with traditional 
bravado, thundered “The Ganga doesn’t * 
flow backwards. No one can reverse the 
fl(x)dtide of History'**. Its comrade in 
noise, if not content. Current, which has 
always had a penchant for little gim¬ 
micks, lowered tts masthead in mock 
“tribute to Mrs Gandhi’s victory** but at 
the bottom of the page printed Bal 
Thackeray’s faiiy-tale about ballot pa-^ 
pers brought from Russia. 

In all the editorials words like “pro¬ 
gress**, “stability**, “change** and “growth*' 
were very popular, perhaps because they*' 
mean so little. Sub-editors were equally 
lazy in finding words for the headliDt^s 
about Congress(R)’s romp home. The 
headlines were strewn with th6„ com¬ 
pulsively used words, “massive**, “man- 
dat(*’*, “lanrlslide**, “absolute** and 
“clear**. Free Press Journal was an ex^ 
coption and showed some imag^atjon in 
its headlines. Its banner headline on 
March 11 was, ^'Congress(R) Ridinijt 
High’*. 


relentlessly obstinate in its opposition to 
the Prime Minister. About her election 
tactics and the ensuing result, it said, 
“The simplistic inegsage of Mrs Gandhi 
as the guardian of the under-privileged 
and as the Only genuine advocate of 
socialism was an incomparably more 


r<Jtriot and National Herald, which 
had all along predicted a comfortable 
win for Indira Gandhi, were understand¬ 
ably jubilant, even though their predic¬ 
tions had been more in the nature of 
wishful thinking rather Rian ^ result 
of careful calculations. Herald 


One group who Ought to ride less 
high after this election are tlie JPjresa'.s 
political punditt. If Udi ; 

anything it H tW the 
' tators'^kooW Very - 
what 






FROM OOR CORRESPONDSj 


SOUTH 

Reality and Illusion—1 

Mohit Sen 


IN the States that are called Southcii), 
thfi Right has been pretty iicaily totally 
eliiniiiated, the (]ongre-ss(U) has made a 
spectacular advance, but it is esscntialK 
the Centre-Left coalition that has rc- 
gistcTcd itself as the stable political foi- 
ination of the pn’S(.*nt phase of the 
(‘Volution of the Indian polity. 

•While the swe<‘p of the Congies%(U) 
victoiy' has hit the h(‘adlines and justi¬ 
fiably so, a inoie sob(‘T leckoning would 
be that the lealilv is the thiust towards 
a coalition or an alliance, more j oliti- 
cally fonned than dining llie struggle 
for lujedom but rcpreseuling a new 
grouping aiouiid the task of completing 
the unfinished Indian rcv()Iution of free¬ 
dom and demociac>. 

In no other way can one understand 
what has happened in Kerala and Tamil 
Nadu nor ind(‘<’d, what the eonfiguia' 
lion in Andhia spells. Karnataka lemams 
an enigmatic i.xi eption, being .simiiUaii' 
•(‘ously tin* least studied States of the 
Indian Union. The major eontiibulion 
that tfie Congrrss(R), under fndiia Gan¬ 
dhi’s (lynaniic and focused eampaign- 
ing, has made to the sweeping off of the 
the Right in the conntiy as a whole, no 
less {han in laig<* parts of the South, 
must be aeknouledged. It augurs well 
for tbc future also. But the decisive 
shift awav fioiii the Right was no! its 
acoomplishiui'nt alone. It had alli'^s iu 
this stiuggle. The ackiiowItHlgeiucnt ol 
this fact is also of es.sential iniix)i'tance 
for the fill lire now opiaiing. 

• . While a de'tailed Statewisc analvMS 
would be attempted in the sccontl de.s- 
patch, certain bioad (.‘onclusions cau he 
diawn and (*ven gimeralisations attempt¬ 
ed. 

DiaiAcLr or iiiii; Ricuii 

First, till* debacle ui ibe Right niusl 
not lead to the eoncliision that it iievi i 
represented a senoiis danger. Some w*lio 
are now making this point were also 
M)]n<;what smugly predicting the tiiumph 
of Kamaraj in Tamil Nadu, th(* consoli¬ 
dation of the Syndicate in Karnataka, 
the winning of a sizeable number of 
seats by the Swatantra-Syndicate in 
Andhra and the discomfiture of the 
United Front-Congress allliaiuxi in 
Kerala due to the rt^asonably good per¬ 


formance by the CPl(M). Th(‘se pre- 
dietuuis did not come off. But they 
could have. What up.set this particular 
applecart was the tremendou.s political 
campaign coinciding with a gieat mass 
awakening that om^ witnessi'd over the 
past ten weeks. There is such a thing 
as tinning the tide and it is tin’s that 
we liave witnesst‘d. 

If the defeat of the Right, ui lalhei 
its rout, was not automatic but a creat¬ 
ed event, om* should not b(*come com- 
lilaceiit and imagine that it is now eli¬ 
minated. The class forces that are aitj- 
eiilated by the Right aie vciy much 
pr esent. They ai<' simiewdiat in disai- 
lay, aic in two niiiids, but it slioulil not 
take tbem veiy long to legronp. Infil- 
tiation into the Coiigress(R) and lienp 
with the Rightwiiig thert* is one obvious 
lactic but the icsort to cxlremt* nica.sures 
of an extia-paiiiamcntary charaeti*r aic 
not to b(* ruled out. 

-And it IS hiu'e that an (lenient (.f il¬ 
lusion is iiiteilwincd with the undonI>(ed 
leality of the rout of the Right. If one 
sees the kind of iiersons who have won 
iheir way to the Lok Sabha on ih'* 
rongie.s.s(H) ticket, cspi ciall> in Aiidhia, 
one cannot but di aw the eonc liision I hat 
the lutten but wealthy foiees who make 
up tliii Right arc vmy powcifully pie- 
sent in that party. The c> nics uvjidd 
tiKUv the tonelusiou that, tht‘reforc‘, the 
rout of the Right is all an ilhisjon. 
Tw et'dledum. they would aver, has onst- 
t'd Tweedl<‘dee only to b<*conie both. 
The cynics would lie utterly wrong. The 
very ac t of disguise erf a section of (he 
Right is a sign of its acknowdedgenn nt 
of th(“ tidal w\»v<* of mass awakemng 
that has led to the rout ol tlie open 
Right. The c ynics alwa) s miss the* t le- 
iiieiit of mass awakening oi ihiuoialis.i- 
tion that le.snlts in as wall as is relcM .ed 
Ol depres.seil |}y parliculai events. Tie* 
realists, howevei. would avoid eiiphoii.i 
and see the illusion in the reality but 
not mi.ss the n ality in the name of being 
wi.se. 

Mass Awakening 

Second, the nature of the mass tiwak- 
(ming leading to the rout of the Right 
iHicds to be properly understood. Th<; 
facile view is being prc'sented tbit all 


thi.s is, du<* to the charisma of Indira 
Gandhi. Individuals do certainly count 
and there is litthr doubt that the Riirne 
Mini.s'ter has won the* aflcctiori and the 
respect of multitudes of the deprived, 
the young and the oppres.sed. They do 
look upon h(*r as tlie symbol of their 
future eniancipaHon. Amf her campaign 
wa.s jun on tin? line of appealing to the 
\'ast millions to give hei a mandate for 
the n'moval of inequality and povort\\ 
She appealed also to their seritimcnti, 
then better scmtimeiits, about India — 
what it was, how its unity wa.s to Iv" 
l)rc'S(‘rv('d and what it could and would 
become. It w as an appeal along dc mo- 
ciatic and national lines. 

Th.' point to be explained is why thi.s 
chaiisnia.'^ Altei all the same Indira 
Gandhi went to Ific* people in 19R7 and 
Kceiveil a shatteiing rcbufl. The ciiffc*- 
renre can be put tbu.s — in 19(37 she 
want to the people after having 
devalued th(* jiipee, in 1971 she went 
to thtr people alter nationalising the 
niajoi banks and abolishing the pursers 
and privileg«.'.-> of the princes W'/seaeres 
called these gimmicks and some even 
waxed elcxjuc'iit (ai the marginal signi* 
fuanee ol these measures. TIu'V totally 
messed the significance of these luea- 
smes — hlow.s against the iich and the 
liiimbliiig o( till' mighty, it i.s what the 
people wanti'd and which gave, them 
the confidence that those who built ibeir 
luxun on mass jiovtaty could be cuibcd 
and tu-ati'd ev(‘n svimewbat (‘onteniplii- 
ously. After many a year it gave the 
mi.ss a sense ol s(‘ll-ic.spc*ct. Aiul all 
their giatitiide and ihcir abundant as- 
piiations poured out for the Priine Min¬ 
ister wlio came to b(‘ legardcd as their 
avenging angel. 

SlUFI It) Lefi 

'lo cany the piobt* into the plieno- 
iiKaion a little fiiithci one can say that 
lioin 1969 onwaids the representatives 
.iiid Icadci.s ol tht* national bonigeoisi'^ 
moved awa> ticmi the Right and in the* 
iNoimaifum of this move shifted to th\* 
Lelt. And thioiigli fins shift to flu^ Left 
till \ linked up wo'th the iX’tt> boiir- 
geoisK — that most numerous and re- 
piesentativi class in India. It is no ac¬ 
cident that the students who hteially 
chased away (>)ijgies.srn<*n m ifK37 work¬ 
ed in their lakhs for the Prime Ministei’s 
j)ait> in 1971. It is c‘.sscntial for any 
worthwhile* analysis that classes .should 
l>e viewed in motion and in intercon¬ 
nection — it is a moving knot of con¬ 
tradictions that one has to try to catch. 

The* swing (>f the petty bourgeaiisig or 


653 


the intermediate classes in the direction 
of the national bourgeoisie which was 
shifting to the Left-, has to be under¬ 
stood propelly. Its swing carries along 
with it vast sections of the working 
classes both in urban and rural areas 
where they have not yet hecomc classics 
for themselves — and this is still llic 
lK).sition over the major part of India. 
•Additionally, this swing should not be 
taken to mean that the petty bourgeoisie 
has no independent role to play in India. 
It j.s no iner<^ carnpfollower. Despite 
its tragmented and heterogeneous cha- 
aetor it docs exercise choice and thjow 
up oiganist^J aiticulation — the DMK, 
for c\.wnple. N(jt to grasp this lelative- 
ly inilei)eijd<'nt lole of the petty 1 our- 
geoisie in India's balance oi class forces 
would lead to the ad()pti(m of both set- 
tailan and tailist positions vis-a-vU the 
national bourgeoisie itself. 

Where is the el<"(incnt of illusion heie? 
It is the belie! that niattcrs may now 
be left to thi' IViiiie Minister and her 
paity which has a two-thirds majciity 
on its own. The iiidepciulont action and 
iiiitiativi* of the jiwakencd masses would 
he Iduiited wcie tliis illusion to persist. 
And it would pave the way for the suc¬ 
cess of the Right which hanks upon iii- 
('rtia, the inherent dilatory character of 
the system as well as the conscious sa¬ 
botage at .strategic Icvi'Is and in vulne¬ 
rable positions. It is only a constant 
state of icatlincss and of action that 
would enable tlw! masses to go forwaid 
from the vantage point that the present 
elections hav'e given them. 

A iJiirtf conclusion of a generalised 
nature that can l>e drawn is the emphatic 
manner in which the Indian electorat^i 
has ilenionstratcd its politicalisation. 
Some of onr social scientists who learnt 
about the cash' system from Amen can 
and British scholars would do w'cll to 
ixmdi r on the |•(^sults of tlie 1971 poll. 
Do vanut^s' and jath- explain anything 
that is signilic'ant? On the ba.sis of that 
model could one nndei stand anything 
wwtlivvhile regarding the enormously 
important result? Certainly, the .^‘peci- 
fic character ot fndian eoiisciousiiess ha.s 
to he taken into account. And in this 
context full note has to be taken of the 
role of religion and of cash*. But these 
are not the deterinining factors. They 
lilter and retract the changes that aie 
reflecti'd in the con.sciousness of the mil¬ 
lions. It would appear that our masses 
are more modern than very many of our 
social scientists I 

A final word in the present instal¬ 
ment. It must not escaix' notice that the 
Indian ma.sses took the elections very se¬ 
riously and earnestly. Tn Srikakulam, 
a siipiKxsed Yenan of tlic Naxalites, the 
Congri'ss (B) was able to simply svve<*p 


away the Swatantra party. And there 
was no question of the tribals keeping 
aw'ay from the polls as a mark of their 
loyalty to tlie Naxalite martyrs*. One* 


'rilK political uncertainty is over. The 
decisive mandate tliat the electorate has 
given to Indira Gandhi in the mid-t<*ini 
poll has placi'd her in a commanding 
]>osition to .shape the policies and diiecf 
the affairs oi the government firmly and 
w'ithont distractions of a transietit poli¬ 
tical nature. 

The triumph ol Indira Gandhi ma> 
be said to give political expression to 
two strong urges of the people — the 
urge for a stable government and the 
di'.sire for change. However, while, the 
Congic.ss leadership has been cjiiite ex¬ 
plicit on the question of goveinmcnlal 
stability at the Centre and its bid fui 
a single paily majority in th(^ Lok 
Sabha W'us frank and urKpialifK^tl, its 
position r)n exactly w'hat it pioposes to 
do to usher in social-economie change 
111 tlie country has bren vague and ex¬ 
tremely cautious. Kven after the land¬ 
slide victory in the poll had become a 
leality, the leadership continued to main¬ 
tain the same guarded postuie whidi 
it had adopted in the election manife.sto 
and in the election campaign. At lier 
infonnal meeting with the Press, Iiuliia 
Gandhi decliiu'd to he diawai into any 
discnssitin of the measures or policies 
she had in mind. On the contrary, she 
remained vei^^ non-commit.il and cv<‘n 
evasive. This w-as probably inevitable 
in the circumstances; Indiia Gandhi 
could not be e.xpectcd to be very spe¬ 
cific about the gov<*mment's programnie 
at this stage, before she had formed hta* 
Cabinet and got clown to planning and 
direc ting the work of tVie government. 

She did say that the first priority be¬ 
fore* the government would h<* to take 
steps to lessen dispailtit*s and to try to 
tackle unemployment and rising prices. 
But .she W'as careful to caution her au¬ 
dience that “things cannot change ovei- 
night". She did not think that the IMan 
would nc'ed to be it'cast. Foi liilHlimg 
the priorities indicated liy her .she did 
not anticipate tliat fresh h'gislation 
would be needed in many ca.ses. Regard¬ 
ing unemployment, she referrt*d to the 
'cra.sh* programme of works for giving 
lobs to a million persons every >'ear an¬ 
nounced before the election.*? and si^oke 
of accelerating such programmes as 
minor irrigation, building approach- 
loads in niral areas, feeding of children, 
slum clearance and family planning. 
There was thus nothing very new' oi 


hopes that this point would be. ponder¬ 
ed over b>' those who have been so 
grievously misled by imitation and by 
desire for instant revolution. , 


spectacular for her to say. 

For .some other lead<‘is of the party, 
lli(' election results and the regaining 
by Congie.ss(B) of dominant-party posi¬ 
tion do not imply any break will? the 
p.i.^t at all. I’bey nu’rely sec in this a 
icversion to the earlier position which 
the Gongiess had only briefly lost. The 
11.11 In' piesidciit, Jagjivan Ham, sees the 
(lection results as the outcome of the 
experience of the oidniary voter during 
tin* last four years during which period 
h(' found that th(! other parties W'cre 
actually vvor.';<* than tlu* Congress with 
all its laiilts. 

While the desiic loi governmental 
staliility stands lulfilled, it is thus not 
(pull* eleai yet whctlnir the electorate’s 
uige loi (liangi* too would be lulfilled. 
M eanwhile. it w-ill tak<‘ a f<*u' days mon* 
lor the wheels to begin to move. After 
the CJdbinet formation, the new Lok 
Sabha w'ill have a two-week session. 
Nothing very big may lie (*\pected fioin 
this biief session. Th<' hiulget for the 
coming ^ear will be presenti'd to the 
next st'.ssion in May. Early in April, 
theic is likely to be a full meeting of 
the Planning Commission to finalise the 
annual for the year. Belize tin* lull 

meeting 'of the Gominissioii, the Deputy 
Chairman is expected to have a mefetmg 
with the Prime Minister to find out 
what exactly is expected of the Com¬ 
mission and whether any recasting of' 
the Plan w’ill be desired in the new 
political circumstances. On his part, the 
Deputy Chairman may outline to the 
Prime Minister his ideas on the. present 
eaiiiomic situation and the key problem.s 
which require to be dealt with. 

The Commission is not inclined to 
launch any detailed studies on the Plan 
and its implementation unless it gets 
some idea of the thinking of the Prime 
Minister. But there is a feeling in the 
Planning Commission that at last now 
a situation has emerged when pluiiniiig 
may be able to get the Ij^ind of firm 
political backing w'hich it has lacked 
in the past several years. Planning may 
thus become a more meaningful effort 
than has been the case so far. The 
budget for the coming year too may 
now be framed with greater assurance 
and with less inhibitions al)out its tem- 
(loraiy political consequences such as 
have preyed on government outlook &nd. 
Ixhaviour for the past several years. 


NEW DELHI 

Stability—also Change? 
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TAMIL NADU 

Triumph of 

AT the time the DMK decided to com¬ 
bine elections to the State Legislature 
-with tlie parliamentary poll, the reasons 
for the party’s desire for a needless 
fresh mandate wt^re fairly evident. Ka- 
ninanidhi wanted to consolidate his hold 
from a position of str<‘ngth rather than 
face the risk of the imponderables that 
could emerge over another year, parti¬ 
cularly with a stronger Central Govern¬ 
ment less vulnerable to regional pres¬ 
sures. Election prospects were not 
clear then but it did look as if Karuna- 
ilidhi would pull off his bid for a fresh 
term, il with a reduced majority, 

A Fuij. Circle 

As the days passed, however, anti- 
DMK sentiment seemc'd to crystallise fast 
and the opinion was freely expressed that 
in Tamil Nadu the stage was set for a 
repi^at performance of a familiar drama, 
with a tiaiKsfer of roles between the 
key actors. The wheel of political af¬ 
fairs seemed to have come a full circle, 
with almost comic attention to detail. 
The Old Congress was possessed with 
precisely the same advantages that the 
DMK had in 1967 — a tarnished image 
of the niling party, with open talk of 
corruption and graft, continuing deteri¬ 
oration in the economic situation aiul 
rise ill prices, unrest among the stu¬ 
dents over the language issue and, of 
•course, the blessing and backing of Ra- 
jaji. As propaganda gathered inornen- 
liim, the opposition .slogans took on the 
verve and thrust of the old DMK at¬ 
tack, compared to wliich that party’s 
present reiilics seemed palely defensivi*. 
Huge crowds gathcied to hear Coii- 
gress(O) and Swatantra jirolagoilists, and 
hi the last fortnight, to listen to "Cho’s” 
broadsides with vast and obvious re¬ 
lish. In contrast, tlie DMK iiK’ctlngs 
were thin and straggly. The lx^rva^^ve 
psychology of impending change afflict¬ 
ed the ruling party too and, towards the 
close of the campaign, Karunanidhi was 
obviously rattled. 

As expected, theie was indeed a “re¬ 
peat i>erforniaiice'* of poll results but 
with the actors firmly retaining their 
foimer roles. It was the old pattern 
over again — only more so. The DMK 
contested 30 more seats than last time, 
winning 46 more, and improving its re¬ 
presentation in the 234-member Assem¬ 
bly from 138 to 184. 

How could this have happened? Thi; 


Congress(K) 

post-mortem lias, of course, begun and 
v^'^ll continue for a while yet. But a 
ba.sic fact that is abundantly clear is 
that no one, the winning party not ex- 
cs’pted, really understood the mood oF 
the massi's. What was given wide pub¬ 
licity was actually the viewpoint of a 
.sniall, if liighly local, minority — the 
niiddli* class which has a strong cultu¬ 
ral aversion to the DMK and its styh^. 
’Ill is middle class (which, incidentally, 
IS not synonymous \\'ith the Brahiniu 
lommunity) has not only an exaggerat¬ 
ed idea of its own importance but a 
dccp-r(Xjted conviction that it knows ex¬ 
actly what “The people” think, want 
and need. It is tempting, in the cir- 
(.nnistanccs, to thiforise in aircondition- 
ed (or fan-coolcd) comfoit but too often 
the n'snlt is fai removed from dusty 
reality. 

RkCORD of SuPPORl' 

l.ooking hack now, it would ,secm 
I bat w hat lh<* I'amil Nadu poll has rc- 
vr.iN-d was not so much a reasseition 


of faith in the DMK as a rejection ot, 
the Congress(0)-Swatantra allfance. Putit* 
he opinion in tlie State was much the" 
.same as elsewhere in the country — a ; 
fact that no party really appreciated be¬ 
fore the elections. With persistent re- ‘ 
ports of the quiet but forceful “grass¬ 
roots” w'ork by Kamaraj, it was tacitly 
assumed by all concerned that the Con- 
gress(R) had no footing in the State, and 
that the best the party could expect was 
a bruT ride on the DMK’s ample coat¬ 
tails. In reality, one of the most power¬ 
ful factors that operated during the 
elections was the DMK's record of sup¬ 
port of the Prime Minister. The work 
of the 24 DMK parliamentarians in 
Delhi probably mattered inoie than the 
retxird of the DMK Ministry at the State 
level. As elsewhere in India, the 1971 
elections in Tamil Nadu was a sweep 
in favour of Indira Gandhi. Only, in 
the total absence of her parly in the As¬ 
sembly aintests and its limited presence 
in the parliamentary elections, this feel¬ 
ing could be given positive expres.sion 
only indin.'ctly, through massive support 
to her ally, the DMK, which in the 
eyes of a larg(‘ proportion of the elec- 
torati' was the Congress led by Kariuiaiii- 
dhi. 


RAJASTHAN 

Princes, Yes; Capitalists, No 


UNLIKE in most other States, Con- 
giess(R) has not done .strikingly well in 
Rajasthan. It has improved its position, 
but only marginally—having gained 14 
of the 23 Lok Sabha .seats, two raore 
tlian what it had in the dissolved Lok 
Sabha. This slightly pro-Congress trend 
had b(‘en noticed earlier in the by-elec¬ 
tions both ot which the paity had won. 
The Jan Sangh which had two seats in 
the dissolved L<ik Sabha has own foui 
seats, though Bhairon Singh Shekhawat, 
lead<’r of the Jan Sangh in the State 
Assembly, lost. The main loser in the 
State has been the Swatantra which has 
retained only three of the seven seats it 
had licld. Theri^ are two Independents. 
'I’he changes in the proportion of votes 
polled by the various parties has follow¬ 
ed a similar pattern. Congrcss(R) polled 

50.4 per cent of the total valid votes 
against 39.6 per cent in 1967, Jan Sangh 

12.4 per cent against 10.39 and Swatan¬ 
tra 14.7 per cent against 27 i>er cent. 

The battle in Rajasthan was to a largo 
extent between ‘traditional* and ‘modem' 


foice.s. The fact that of the 16 candi¬ 
dates fielded by the four-party alliance 
11 wtTc princ<'s and industrial magnate.^ 
did pel haps create an unfavourable 
image. It also gave CongressfR) a 
chance lo claim that it was the “party 
of the poor*. IIow comfortable a large 
number of Congress(R) MLAs and lead¬ 
ers, with their huge fauns, must have 
felt claiming to be poor, it is difficult 
to say. But it was certainly a point 
which tht‘ party cashed in on for puP 
poses of electioneering. The strategy 
yielded results as the votes of tlie Jat 
community and the poorer sections ap¬ 
parently \^'ent to the Congress(R). 

roeuLAH Rksenfment against 
Outsiders 

Electioneering in Rajasthan is made 
inoie than ordinarily difficult and expen¬ 
sive b«‘cause of the sprawling constitu¬ 
encies and extremely poor transportation 
and communication facilities. But the 
results of the election show that money 
alone has not counted. The startling 
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EC^bNOMiC AND fOtltrCAt 'SVtgl&et'') 


clelcal ol all f' >.• iimjur iiidustrialisK— 
K K Birla, Iliralal Sonium\ D N ratoilia, 
R R Murarka, S K Tapiiriali and N K 
Sotnani—was nnl altoj^etlwr unexpected. 
Theic was, as urilin^s in the local PiC'^s 
showed, popiilai rcscnliijcrit against 
these *oiiLsiders’—niillioiiaires who t?id 
nut ‘belong' to the cousHtinneies and 
hud, lor all then \\e:dlh, «l(>ne hlth" loi 
th(» iK’ople of tile area. Here, again, 
the Coiigi''ss(R) stiateg\ o( [intling u]) 
prominent local paity woikeis as candi 
<lales provi'd ellci liva-. Ol eouise, it 
has also Ih cmi alU gi’d that the ‘ollieial 
luaehlfieiv’ ^\as used 1)\ llie Congle^^ 
party lor eha l loma nng. Allegations to 
the (‘fr<‘et lliaf laiiiiri<‘ relief funds vvert' 
ilislrihuled with .in (\e to the ehc'lioii 
are not without basis. 7’liat Gov- 

eininent *inve'«lm< nt" in tliesi* •jcheuH-s 
has paid dividends to llic Gongre'.s(l») 
is evident hoin the lesnlls in consliln- 
<‘nf'ies hkr Pah, IJaniMi, (kmganagar 
and Jaloie. 

Siiii, \ I'nw'ian ui. Koik !•; 

Kveii ihonnh thr piinet'lv houses ol 
Jodhiau, ].u|iin and Hikani'i managed 

LUCKNOW 


Till'] )oninahst who made the eolfee 
house pi('fh(tioii that (amgiess(P) 
would hag Td ol (he 85 pai lianHail.arv 
seats horn IM* was ealled a ‘('raek-ped’. 
Nobody believed him. But what has 
happened is one hetti i. The i^aity has 
won 71 seats, d in- (dd .md Jan Sangh 
have won lom seats eaeh and Congress 
(O) and BKO oiu- imi h, two seats have 
gone to fndependents, ineliiding one 
hacked liy the CJd and tin- Con¬ 
gress (H) The Cl’I is being congratu¬ 
lated on deii'ating the BKO Natimial 
(diairman. Chai.m Singh, in Muzallai- 
nagiii. Maniiam (in east UP) saw the 
defeat oi the S\ J) (diief Minister, T N 
Singh, in Jannais last and MiiziifFainagar 
(ill west lU’) has now- seen the defeat of 
thi* arthitect ol I hi' SVD. 

Nf \N()j,i'\ in:s Ol I HE Ai.ij.vn< li 

Till' Congress(B) has siialcheil seats 
Irorn evciy parly eontesling against if 
in the State. Th.* SSP has been com¬ 
pletely loutcd and all its top leadeis 
have been defeated. On the eve v)f the 
elections the UP Congross(O) boss, C B 
Ciipta, told a Press c’onference that peo¬ 
ple go to Indira (»andhi's iTieetings not 


to win, their perlonnaiice. has not been 
ipiite n]) to expectations. Maharaja 
Kami .Singh of Bikaner, for example, 
got a mere -19 per cent of the votes 
tompaied to the 71 per cent ho had 
|)olli(J in UK)7. The iKTceulagc of 
votrs polled l)\ Rajmata C^ayatri Devi 
also eaiiu- down lioin 64 per cent in 
P)(i7 to 51 |)ei ceiil this lime. On the 
ofhei hand, in jodhpiii Rajmata Krishna 
Kniium iiolled 51 per cont votes and 
won the seat win'eh was eailier ln'ld 
l)^ (a>ngiess(P). More inteicsting, 
esjN-eiallv fioin the point of view ol 
State pohtit^ and the next Assembly 
elections, is the appearance on the puli- 
tual srriK' ol Mahaiana Rhagwat 
Singh of Mewai 'fhongh he did r.ot 
eonfest the elei lions, his snppoit to the 
lorn jiaitv allianti' was responsible foi 
the pool perfoimance of Congress in the 
Udaipni division. In the Slate Assembly 
the Congo ss now holds all the Asseni- 
hl\' s<‘ats lioin the area, ineliiding those 
o( Chill Minister M L Sukhadia and 
thri'e Mmisleis. Traditional loyaltie.s 
fvidentlv still eonnt in the State and 
flu* foimer pnnees if'main a j'loweifiil 
political loice. 


to listiii to her hut to see fawaharlul 
Nehm’s daughter and that her jiarty 
would not get mori* than 30 seats. When 
political c.'denlations are made vvithoni 
taking into account the masses, siith 
erroneous eonchisions are only to lie 
expected. What had the' foiir-paily 
alliance done in UP? (i) It had massive¬ 
ly mohilised RSS volunteers who put up 
a viilg.u show of strength in Faizahad 
(in support of Siiehela Kripalaiii, a for¬ 
mer UP Chief Minister) and helped 
spaik off communal riots in Allahabad, 
Aligaih, Amvoha anti Moradahad. Car¬ 
toons showing Indira Gandhi .slaughter¬ 
ing a cow were w'idely displayed by this 
group, (ii) The State polk'e was freely 
used to create terror. Tin's game was 
directed by the Deputy Home Minister 
m Rae Bareilli (Indira Gandhi's constilu- 
ene\) and the State Home Minister in 
Mu/alfaniagai (Chaian Singh’s eonstitii- 
ciiey). (ill) Charan Singh declared that 
if he came to power at the Ctmtre he 
would introthiee an Americaii'type 
Constitution and w'ould not allow heavy 
industry to grow. He also raised the 
l>ogey ol Soviet interference in hi.s 
constituency, (iv) BKD workers created 
Jat-non-Jat tension in western UP. Ilari- 


jaiis, opposed to Jal domination, were 
prevented from exercising their fian- 
tbise. The El(‘ction Commissioner bad 
to make special arrangements to enable 
llarijans to vole in Charan Singh's 
stitnenev. (v) Wild allegations were 
made’ about free distribution oi saris and 
wine by Congress(R)—presiiiiiably only 
to prei>ui<’ thf’ ground lor election peti¬ 
tions. 

It lias been suggested that the Con- 
gM‘ss(R) has won heeause of the uii- 
pri'ei'deiitrd iminhev oi women* who 
evereised llicir hanehise or because 
student.s and State Coveiimumt employ¬ 
ees h.ul decided to oppose the 'grand 
allianei'’ and BKl) candidates. The fact 
is that Indira Gandhrs election camp¬ 
aign with its onc-ixunt Teinove poveitv’ 
piogramme has movi'd the masses. 
Peojili' eoiiiing from the enimtr\'sicle say 
that il the ‘ijiiit India’ slogan moved 
the masses in 19-12 the ‘ii'inove poverty' 
slogan has done the same in 1971. Dis¬ 
gust’d with the manoeuvres ,md antics 
of th(' foul-paity alliance and the BKD, 
the people tinned with hope’ to Indira 
Gandhi. Charan Singh ojiposed plan¬ 
ning as, according to him, it meant 
giow'th of heavy industiy. A rickshaw- 
pulli'r inquired how', if there were no 
iion and st<*el, or iiihbrr industry, he 
vx'onld eain his livelihood. l^easonts 
have asked the same cjiiestion. Can* 
agiii'ulture develop without electriciW, 
leililiseis, agrieiiltmal machinery, etc? 
Til western UP, in spiti’ of Cliaran 
Singh's iiriinitive phllosoj^hy, there is 
rnme mechanisation ol agrieultuH*. than 
aiiyw'here else in UP. 

Indira Gandhi did not put out any 
(HincTcti’ plan. But this w^as not eon- 
-sidered ni'c'essary as the Fourth Plan 
was dlieady there. In substance, the 
Congress manifesto does not contain pny- 
thing more than what the Fourth Plan 
has to say on, for instance, agiicnltnral' 
development, llie question now^ is that 
of implementing w'fiatever is already 
agrec'd iqxm. 

Downiwix Imminent 

lu the face of the s^^’eeping victory 
of the Congress(R). the present SVD 
Covenunent in the State cannot survive 
long. The State Assembly is to meet 
on Maich 22. There wilPeither be mass 
defection and a change of goveranieiit 
or, because of instability. Governor's 
rule may be imposed lor a short jiericd, 
preliminary to the installation of a tkm- 
gress(R) Government or another tnld- 
term poll. In any case, the present 
SVD Government cannot last for more 
than a few days. 


The Fall-Out 
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A Vote for Change 

Harlsli Chandola 


THE mid-tenn election to the Lok 
Sabha was quite unlike past elections 
‘and was more like a referendum in 
which the people voted for or against 
the Prime Minister and her policy to 
change the present economic and social 
order, without bothering much about 
the individual candidates. In this, the 
people have overwlielmingly expressed 
themselves in favour of change. 

This election was also quite unh'kc 
past ones, in the sense that it was fought 
only on basic issues and the electorate 
of individual constituencies (1 travelled 
throughout UP and Bihar and can cer¬ 
tainly say about these States) did not 
seek from candidates a promise to pro¬ 
vide a road or water supply to this vil¬ 
lage and a bridge or culvert over that 
river or nullah, which it always used to 
do in the past. In this election, the 
amenities to villages and towns became 
a secondary matter before the national 
issues of economic and soc'il change and 
progress. And nobody could fool the 
electorate about them; it knew exactly 
who was for change and who was not. 

I never knew that the issues were 
so clear before the electorate, until I 
attended election meetings in Muzaffar- 
nagar (from where the Bharatiya Kranti 
Dal Chairman, Charan Singh, was seek¬ 
ing election). There a sjpeaker at a 
meeting was speaking against the pri- 
’ vileges of the Maharajas and was say¬ 
ing that while the Supreme Court could 
siunmon the Hashtrapati (President) to ap¬ 
pear before it, it had no power to do 
so in the case of the Rajas and Maha¬ 
rajas, when sudenly someone from the 
crowd got up and shouted: “Supreme 
. Court Murdaha^\ and then the entire 
rally took up the slogan and responded 
so enthusiastically that the speaker had 
to restrain it. It was not at all an or¬ 
ganised attempt and I was amazed by 
its spontaneity. 

Not Fooled iiy Promises 

Throughout the campaign die only 
oritidsm of Charan Singh was that du¬ 
ring the mid-term elections to the UP 
Assembly In 1969, in whidi he had 
emerged as the leader of a powerful 
ttod growing party, he had pomised 
that he would have absolutely no truck 
wltti C B Gupta, tibe Congr^O) lead- 
that he hftd now gone bade 6n 
ikit ppomjtse and had made an oppor- 
^IstiSe a^ance widi hipa both in the 


UP Assembly and outside. And this cri¬ 
ticism alone felled the established, big 
and powerful leader. 

No amount of false hopes, however 
attractive, could fool die electorate. In 
his well-cultivated constituency, Buxar, 
in Bihar, the campaigners of Ram 
Subhag Singh, the Leader ot the Oppo¬ 
sition in the dissolved Lok Sabha, sought 
to delude the poor and backward voters 
with the slogan: “Vote for the future 
Prime Minister of India''. They explain¬ 
ed that Singh was the Leader of the 
Opposition in tlie last Lok Sabha, anti 
this time, if elected, his four-patry al¬ 
liance with the help of Independents 
and othes would form the new Gov¬ 
ernment at the Centre, of which Singh 
would be the leader and Prime Min¬ 
ister. But the voters did not take that 
seriously and not only Singh, but also 
the CPI nominee, Suraj Prasad, who is 
from the backward classes (Koeri) and is 
respected in the area for his work, was 
defeated and a lesser known leader, 
Anant Prasad Sharma, was elected be¬ 
cause he represented the “Indira Con¬ 
gress", as the Congress(R) is popularly 
known in UP and Bihar. 

Expression of Reseniment 

In Sasaram Reserved constituency, 
the large block of 95,000 Brahmin votes 
went solidly to jagjivan Ram, because 
he was the President of the “Indira 
Congress" (though the radio and news¬ 
papers call the organisation "Jagjivan 
Ram Congress”. There was a good deal 
of criticism of Jagjivan Ram in his con¬ 
stituency on grounds of nepotism, for 
he had provided his party tickets for 
Lok Sabjba scats to his own son and 
other relations. The Scheduled Caste 
electorate there was, therefore, divided. 
But the fact that he was with die 
“Indira Congress" was more important to 
the voters than their complaints against 
him and won him the election. (The 
i^at resentment against him, however, 
expressed itself in another constituenc>% 
Gaya, where his son, Suresh Ram, was 
defeated.) 

The election results finnly refuted the 
Opposition allegation against Indira 
Gandhi that she had arrived at a se¬ 
cret understanding with Muslims and 
the CPI. In Muzaffamagar, for instan¬ 
ce^ there was ua Congress(R) candidate, 
and the Muslim Majlis candidate there 
(where the Muslim vote was one of the 


largest, 1,14,000 out ot 5^49,^}, 
taza Husain or Chhote> who Ctnupsmiiii 
t>d that he had the support ot 
Congress(R), lost, and a noii-Mus^ 
won. 

Tueories Dekiolished 

In Bihar, the CPI would have wsab'. 
more seats had the Congrcss(R) f < 

les not opposed its most promising 
minces. (Even Jagjivan Ram tried W < 
give the impression that there was an v- 
attempt at a secret pact between the ! 
Prime Minister and the CPI, but this 
was totally dispelled by iho election re- \ 
suits from Bihar.) It is, however, tru^ 
that the four-party alliance lost Muslim 
support in the coimtiy because of the' 
Jan Sangh's suspicion that the Muslims 
were a dangerous element in the poli- ‘ 
lies of the country and its ox)eu state¬ 
ments that they must politically reform, ,: 
themselves. Tliese statements were a 
till eat, and in this election certainly no¬ 
body voted on the basis of threats. 

The Congress(R) victory in the pre¬ 
sent election is a victory of hope for 
change and of faith in tho Prime Minis- ; 
ter that she can bring about change. 
This hope is based on the performance ; 
of the Prime Minister as a courageous 
leader, and her extensive travel in the 
counliy, which besides displaying hw* ; 
great energy and dynamism, held the 
hope that she wants to stay close to 
the pf'ople, listen to them and respond 
to tlieir wishc's. Though she repeatedly 
said that she was neither a Rightist 
a Leftist, she has created the image of 
a radical hjadei* for herself, capable of 
changing the present economic and so¬ 
cial order. 

The big problem now is how she is, 
going to do that and fulfil the expecta- ^ 
t/ons of the people who have given her 
tlie most startling election victory any 
individual leader ever received in this 
country? 

The election results have totally de¬ 
molished the so-called “popular” theo¬ 
ries about the “dark future of India”, 
hatched in dim fxjmers of foreign coun¬ 
tries and X)opulari5ed hero through so- - 
called leaders imd “prestigious and 
learned” newspapers. One of thejn was 
that the Centre was falling apart in 
India and the counrty was going, to 
pieces. 

The results also showed that the larger 
and prosperous newspapers in India are ; 
the sources of most misleading infonna- 
tion — even those who claimed to sup¬ 
port Indira Gandhi could only say half¬ 
heartedly that she might be able to form 
a Government with the support of the , 
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Left etenienisl I am tuld one Editor in 
Delhi kept a sealed astrological fore- 
c^t on elections in his drawer, but kept 
.(m informing everybody generally that 
•the astrologer had given Indira Gandhi 
less than 200 seats in the Lok Sabha! 

I remember sucjh newspapers well 
Only a few yeais ago their Editors had 
' gone to Pakistan and had written dis¬ 
patches on how well the wheat was 
growing there, how disciplined and free 
from corruption the civil service was 
becoming, and how marvellously offici- 


enfly the military regkuc was function¬ 
ing. They had said how Pakistan had- 
consolidated its gains and was marching 
ahead of India; and had subtly tried to 
create a corner of sympathy for military 
regimes and a climate for one in our 
own country. They had created a de¬ 
pression in the minds of semi-educated 
newspaper-readers like me about the fu¬ 
ture of our countiy. Today I condemn 
myself for having ivad them then and 
having read them on the eve of the 
present mass iipjrtirge in India. 


East Pakistan’s Non-Violent Struggle 

K P Kaninakaran 


ONE of the main reasons for ]innah*s 
withdrawal from the Indian National 
Congress when Gandhi took over its 
leadership was that the organisation was 
associated with the civil disobedience 
movement. He had an Anglo-Saxon 
respect for the rule of law and establish¬ 
ed authority. Owing to the gap bet¬ 
ween the political consciousness and 
social awareness of the Hmdus and th© 
Muslims, a large section of the latter 
was not prepared to participate in a 
muss struggle, except when a religious 
question like Khilafat W'as involved, lhat 
is why during th(; latter half of the 
biiietccn-rivcnties and in the thirties 
the majority of politicaUy active 
Muslims kept away from the nationalist 
movement. In the forties, they did go 
in for mass action under the leadership 
•of Jinnah, who by this time was not 
confining his activities to constitutional 
methocls. But the non-constitutional 
activities were not directed against the 
established authority and they were 
very often welcomed by the representa¬ 
tives of that authority. They were 
direct<‘d against the Hindus and the 
'Congress. The “deliverance" was 
celebrated when the Congress Ministries 
resigned in various provinces. And in 
Muslim-cnajority provinces like Bengal, 
the mass campaigns conducted by the 
•Muslim-Leagiui resulted in the ‘great 
killing' of Calcutta. The Muslim 
League leaders of undivided India 
mocked at Candhian methods of strug¬ 
gle as unmanly and un-Islamic. 

Mass Surt»oRT 

It is an irony of lustory that today 
nowhere else in the subcontinent are 
Gandhion med^ods of struggle being so 
extensively and intensively, iu 

Paldstaps most populous ^ unit. East 
Paklstim. And tl^e are teasons to 


believe that this type of struggle will 
gradually spread to West Pakistan also. 
Even when paying compliments to 
Gandhi immediately after his n»artyr- 
dom, Jinnah referred to him as the 
great leader of ihe Hindus. He had 
his reasons for doing so since that was 
the time when he had to stress the 
separate identity of the Muslim.^ and 
Pakistan. But Mujihur Rahman is not 
to<lay bound by any such inhibitions, 
fie had to fight against the repressive 
methods of a well-armed totalitarian 
government. And as he and his follow¬ 
ers are unarmed, the non-violent tivil 
disobedience movement is the best 
form of struggle he can adopt. 

A Unic>uk Kvi^kriment 

The tremendous mass support which 
Rahman has received — and that too 
from all echelons of society including 
the Judges of the High Court and the 
illiterate masses — makes the campaign 
he is leading n unique experiment. It 
is a landmark not only in the history of 
struggles 6f the people of East Bengal, 
but in the history of non-violent strug¬ 
gles in general. In some resi)ects it is 
as important as the recent struggle of 
the American Negroes under Martin 
Luther King. It may be recorded as 
even more important than that because 
never before was such a large number 
of people involved in such an intense 
struggle conducted exclusively on non- 
violait lines — not excepting even the 
campaigns led' by Gandhi. Mujibur 
Rahman, Maukina Bh^shoni and their 
followers are in a position to examine 
their methods of struggle in a fresh and 
original manner. Unlike the so-called 
followers of Gandhi in India they are 
not bound by every word the Master 
ever uttered. If the situation demands, 
they can revise Gandhi, or to put it dif- 


fcrently^ they can ipirich 



A question may natoally insej 
what ejricnt is Pakistani soil favouraMi(^ 
to Candhian inetliods of^ struggle? 
fact of the matter U that when 
launched bis campaigns at fiirst in 
Africa and later in India, the 
these two ^untries were by no meaii^; 
favourable to non-violent resistance o)^'; 
ganised on a mass scale. SThcre is nb^ 
thing iu either the earlier or later hisr 
fory of these two countries to sugge^ 
that they are particularly suitable for^ 
lujii-violent methods.’ This is trUe of^ 
the US also which has iieoently experii^; 
(•need the non-violent struggle of the 
Negroes. Yet none will deny that these/ 
struggles had limited achievements to 
their credit. 


RESr.STAN(JE TO EviL 


Between the two wings df Pakistan,: 
the East has a greater tradition of coit- 
ducting political sbiigglcs against op- 
prc'ssions. As far as the majority of the 
participants is concerned, the most im¬ 
portant feature of non-violent non-cXH 
operation is the K^sistance to evil. They 
preferred non-violence to violence be¬ 
cause it was more realistic and practical 
when the enemy had greater destructive 
powers than themselves. This was not 
hue of all nou-violent campaign.s. Just 
now the so-called central government 
of Pakistan is in a ))osition to crash an 
armed rebellion in the East. This fact 
is fully grasped by tliose who are 
tmiducting the non-co-operation strag¬ 
gle today. 


Tlicn tlierc is the impact on the 
enemy. Conversion of the opponent Is 
the ultimate aim of the higher stages of 
non-violent struggles. Bernard Shaw 
was rej)ortcd to have once pointed out 
to Gandhi that the non-violence of the 
cow had not so far appealed to the 
tiger. Gandhi replied by saying that 
he did not consider that Englishmen 
were all tig( rs. There are both tigers and 
human beings in Wf'st Pakistan. There 
are already reports of defections in 
Bhutto's party and among the Pathans 
there will be great sympathy for Ben*^ 
galis. A considerable section of the peo¬ 
ple of Baluchistan ftnd Sind are also 
going to prot<.‘st against the indiscrimi¬ 
nate firings and use of fierce in East 
Pakistan. 


As Aldous Huxley note.s in his 
tliought-provoking book “Ends and 
Means", dictatorship, if it is to bo suc¬ 
cessful, has to be thorough and must 
be in a position to liquidate its oppoii- 



' completely. The Faldstani dicta* 
tors have never learnt liiis lesson. Their 
dictatorship v^as always partial and half* 
h^iarted. Yahya Khan once declared that 
bis aim was to transfer power to the 
people. Mujihiir Rahman has emerged 
as tile most popular representative of 
the people. Tlie elections held by the 
dictatorship have themselves given lo 
gitimacy to llahmun. Now it is not e.isy 
lo dispense with him. 

Not a Fascisi* 

Moreover, Paki.staii's dictator is not a 
fascist who derives power from his own 
people and his own resources. The Cen¬ 
tral Govoinmeot in Pakistan is depen¬ 
dent upon foMM'^n powers like the US 
and the USSR in a big way. The great 
achievement oi the type of non-violent 
non-co-operatu)ii campaign which is now 
being launched in East Pakistan is that 
It ciin cieatc great goodwill for itself 
in foreign countries Yahya Khan’s gov¬ 
ernment cannot ignore it. 

Whatever may be the immediate ef¬ 
fect of the non-violent non-co-operation 
launched by Miijibiir Rahman, there is 
no doubt that nltimahdy it will achieve 
it.s objectives. Rahman displayed groat 
courage when he dcclarc^d that his 
orders, and not thOsSe of the ruling co¬ 
terie in Islamabad, would be obeyed. 
Only n leader whn is very self-confident 
could hav'e behaved in the balanced 
mannei in which he has. He did not 
ask for secession (>f Bingal from Pak¬ 
istan. Wliy should he? He had the ma¬ 
jority of the elected legislators with 
him. It is for the minority to ask for 
separation if they are not willing to ad¬ 
just to the political mood of the majority. 
The re.sponse of the people of East 
Pakistan to the appeals of their leader 
has beini remarkable. 

The physical separation of East and 
West Pakistan and the wide differences 
bet\\'een the culture and language of the 
people of the two wings is a major fac¬ 
tor in favour of Rahman and his fol¬ 
lowers. This gives the impression that 
it is not a civil war but one nation’s 
struggle for freedom from another. So 
far, Ralmiaii has not identified himself 
with the demand for a sovereign state. 
He has rightly spoken like an all-Pak¬ 
istani leader. If the other side wants 
a separation, it is for them to treat him 
as an exclusive leader of the Bengalis. 
If they do that, he cannot be blamed 
for taking up that role. 
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BEVlii 


Journalist as Political Analyst 

Girja Kumar 

India, the Critical Years by Kuldip Nayar; Vikas Publications, Delhi, 
1971; pp viii + 280; Rs 20. 


IT is a reflcctiiwi on the state of politi¬ 
cal science in India that there are so 
few studies of political behaviour in 
this coimtry. There is an equal dearth 
of shrewd political analysts in the world 
of journalism. The special features of 
the Indian political scene have, 
therefore, to be savoured in bits and 
parts through the coloured glasses of for¬ 
eign academicians and newspapermen. 

Kuldip Nayar, resident editor of 
Statesman in New Delhi, has attempted 
to fill the gap. While he has no pre¬ 
tensions tij being an academic, he is a 
shrewd observer of the political scene 
with his cars to the ground. In this 
controversial book, he has provided ex¬ 
tensive quotations from the personal 
diary of S Nijalingappa, extracts from 
the despatch<js of Lt CeLcral Harbaksh 
Singh (in his capacity as Corps Com¬ 
mander during the 1965 war with Pak¬ 
istan) and a numljcr of references to the 
report of the Central Intelligence Bu¬ 
reau al)Out the nature and extent of se¬ 
cret forcM'gn assistance channelled into 
India during the 1967 election. Some 
dreary portions of the hook recapitulat¬ 
ing known facts and events arc compen¬ 
sated for by the laciness of style, com- 
*mand ovct political detail and extreme 
readability. 

Subtle comments on political persona¬ 
lities are the shrewdest part of the book. 
The characters speak for themselves. 
Morarji, for instance, was in the habit 
of telling cvcrylwdy: ‘'she [Indira] was 
taking the country downhill" (p 29). 
The quotation from Nijalingappa's diary 
of August 24, 1968 is also indicative of 
evtmts to come: "Morarjibhai is extre¬ 
mely unhappy about the Prime Minis¬ 
ter’s approach to many problems, sx>ecial* 
ly the methods and men she employs to 
bring down the prestige of leaders. Dis¬ 
cussions are going on everywhere. I am 
afraid if a vote is taken what would 
happen to heir. But 1 am also afraid that 
such a step would break the party and 
the whol/B oouBitry would be in chaos" 
(p 25). Since there are not many direct 
quotations from the Prfmo Minbler or 
any of her asaodates, it is dlfiBcult to 
build up the complete picture. 

Most of the leaders of die undivided 
Congress <mt pC0^* leaders 
of the Syhdteafe tlie most 


pathetic In'causc they did not realise 
the c'onscqiieuct^s of their actions, wheili¬ 
as Indira Gandhi was in complete con¬ 
trol of her strategy an<l tactics. Nija- 
lingappa and his associates were confi¬ 
dent of their authority and were .sure 
that "once Mrs Gandhi was ousted, the 
entire Congress party wcjuld rally rountl 
them" (p 8). 'Ibc complaint that Indira 
Gandhi had sold herself to the Russians 
runs like a refrain through the remarks 
of the Syndicate leaders. Asoka Mehta, 
for instance, was said to have remarked 
tliat ‘the woman "would sell the coun¬ 
try to Russia" (p 2). Her closest advi¬ 
sers were said to receive direct instiiic- 
tions from the Russian embassy. Nij.i- 
lingappu records in his diary: “The PM 
rs rumoured to be in favour of Giri and 
Jagjivan Rain, lately Sardar Swaran 
Singh, at the suggestion of Russia's 
Kosygin" (p 27). 

Nayar bus tried to provide a rationale 
for our close relations with the Soviet 
Union in recent years. The Soviet ap¬ 
proval of non-alignment, support on the 
Kasliniii' issue, anns supply to India and 
our common interest in keeping China 
at bay are, in his view, reasons for the* 
close contact. However, recent events 
like Soviet aims aid to Pakistan, our 
willingness after 1965 to accept the 
ccasefire-liinj as the pennanent frontier 
between India and Pakistan, the possibi¬ 
lity of rapprochement widi China and 
the squabbles over the Bokaro steel plant 
deal are on the debit side. Tliese events 
have been brought out very well in the 
book and should help in a balanced as¬ 
sessment of our relations with one of 
the super powers. 

The other super power also comes in 
for considerable attention In tho book. 
The sortlid devaluation episode, the 
Neliru-Keimedy meet, the war with 
China and the accurate ‘war game’ 
played at the Institute of Defence Ana¬ 
lyses predicting the course of events in 
the war with Pakistan in 1965 are dealt 
witli ill detail. However, Galbraith's 
"Ambas-sador s Journal" is more enlight¬ 
ening on llic war with China. Tho pro¬ 
phetic advice of Nehru to the Americans 
a1>out getting bogged down in Vietnam 
is quoted; “Tell them not to go to 
Vietnam^ They ^11 get stuck there" 
(p 118). but the amount of hostility 


earned by India on account of this ‘grA- 
tuitous' advice is not discussed. . > 

Any lacuna on this score is compeu- . ^ 
sated for by the author providing a ring- ’ 
side view of the events leading to the ['} 
devaluation of the rupci\ While Kama- , ‘ 
raj’s break with the Prime Minister is 
dated from that time, the fact that ’ 
Asoka Mehta had to pay tin? price for . 
tondering advice in favour of devalu- ; 
ation is not inentiont^l. The charge of 
pro-Russian tendencies that Asoka Mehta 
levell<;d at Indira Gandlii can lx* thrown 
hack at him for reverse inclinations. The 
fact of the matter is that such chaiges 
and counter-charges lead nowhere and 
vitiate the atmosphere to the extent that 
political dialogue becomes impossible. 

Tile devaluation episode dcs<’rves re¬ 
capitulation. The broad details are fair¬ 
ly well known to journalists in Delhi and 
several comments have appeared in 
nowsxiapers. But a blow-b>’-blow account 
lias betm provided for the first time in 
the book. The incident is a good ex¬ 
ample ot iiitcrnaUonal diplomacy wink¬ 
ing effectively to influence the internal 
aflairs of a developing country, ft must 
he said to the credit of T T Ki/shna- 
niachari that he. did not allow devalu¬ 
ation to take place while he was Fin- 
.ince Minister. His mam objection was 
to "the pressure from America". It is 
clearly brought out in tlic book that 
“America also saw in the situation an 
opportunity to insist that India should 
make greater usii of private capital and 
soften controls to ciicouiage produc¬ 
tion" (p 88). Nayar has not, hovsever, 
brought out tlic cost to the United 
States on account of the !u.*>s of 
credibility with the Prime Minister. 

Tho sections of the book dealing with 
economic policy aie the weakest, J’he 
most revealing portions have to do wdtii 
military affairs, especially to the events 
pertaining to the wars with Cliina and 
Pakistan. I'he richness of tlie material 
w'ith regard to the later event ha.s been 
enhanced by the fact that tin- author 
had access to the despatclies of Lt Ge¬ 
neral Harbaksh Singh. At the risk 
of being branded unpatriotic, the Gene¬ 
ral did not hesitate to make a real¬ 
istic assessment of the 1965 war. He 
is l>ound to go up in the assessment of 
many after reading Kuldip Nayur's ac¬ 
count. One fails to understand why re¬ 
sort is taken so often to the Olficial Se¬ 
crets Act over issues that ought to be 
the subject of public debate. Kuldip 
Nayar is to be commended for bis ic- 
fiourcefulness in obtaining access to the 
official despatches of a Corps Comtnan- 
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der aiid bringing them to die Attention 
of the public at large. 

The situation the time of the war 
with China was indeed pathetic. In any 
other country, dt inocratic or totalitarian, 
couit martials would have been the 
order of the day. The whole episode 
looks more comic than tragic at times. 
Imagine the Intelligence Chief assuring 
the Prime Minister that the Chintjse 
were loo committed fighting the Khampas 
in Tibet or a high defence ollicial non¬ 
chalantly asserting: "‘If we were to 
raise one brigade at Dhola, the Chinese 
would run away". General Thapar con- 
tmued to bewail tlic bad shape of the 
army and remained certain that “China 
or Pakistan could defeat India" (p 132). 
I'hc advice given l>y the US Secretary 
of Slate, Dean Rusk, to B K Nehiu, our 
Ainljassador in VVashingloti, to march 
tanks through Kast Bengal to fight the 
Chinese in NEFA was, to say the lea^it, 
stupid. The iionic coininents of die 
White House Special Assistant, “So you 
couldn’t last out even two da>s. Chur¬ 
chill fought the war without any wea¬ 
pons for two years" (p 145), were jus¬ 
tified, notwithstanding their malicious 
Iiuiixjit. It is not understandable why 
General Thapar or any other toi) militaiy 
general did not tender his resignation — 
not aftci but beloie the event. The army 
top brass failt^d to iicifoim its duty to 
the count]y by not quilling in time. 

Theie is no doubt that the situation 
in the 1965 war was saved by the trau¬ 
matic cxpen'inicc of 1UC2. The war 


with Pakistan has already passed into 
folklore. The action by our armoured 
division at Phillaiir is said to have ^‘sur- 
passod even the sensational feats of 
Rommel at the height of his glory" (p 
180). Lt Gencial llarbaksh Singh has 
rightly {lointed out in his despatches 
that, on the whol(% “the fonnation*s rc- 
coid ol operational performance was 
virtually a catalogue of lost victories” 
(p 181). The (ieneial has contrasted the 
e.xcellent pcrfonnanc'C of the junior 
leadershii) on the battle-field wiUi the 
sIoujK'ss and lack (if comprehension of 
commandeis at the Divisional and Bri¬ 
gade U'vcl. The basic tactical concepts 
of both th(.‘ Indi.ui and Pakistani armies 
being common, the result of the war 
could be nothing inoie than a stalemate. 
It is indeed a tiibnte to the quality of 
Riitisli liaining that the results of the 
war could be pnclicted with near ac- 
tnracy. With his uncanny eye, Lt Ge¬ 
neral llarbaksh Singh has noted the re¬ 
orientation ol l^ikistan’s tactical contctit 
iiiith^r Chin(\se and American influence. 
The; major lesson to be drawn from the 
skiiinishes with Pakistan is the signifi- 
eaiit I ole ut leadeiship in the armed 
foie('s. 

The last chapb r ol the book entitled 
“The Chcfjueied Board" does not bold 
interest as much as the previous one 
which deals with the two wars and is¬ 
sues oi loieign policy. Kuldip Nayar, 
who olniously wioU; the last sections of 
the b(K)k nnd('r the stress of events, is 
strong on narration but not on analysis. 


He is at his best wfaeu he li^ts fa^s 
speak for themselves. The comparative 
dullness of the last chapter is greatly 
cijnipensuted for by the disclosures 
aliout the inflow of foreign money into 
the country during the last election. 
Suspicions on this score confirmed by 
the results of the investigation made by 
the Ccnitral Bureau of Investigation at 
the iiistance of the Home Ministry. The 
(Government of India has now come to 
the di'finite c'onclusion tliat “several 
countries have been providing financial 
assistance for diverse activities” (p 266). 
In a matter of such public importance, 
the authorities should have disclosed the 
information available to them instead ol 
sweeping it under the rug. The public 
also needed to be taken hito confidenc'C 
aliout the action taken against those in¬ 
volved in tills sinister game. 

It is not necessary to be in agreement 
widi all that Kuldip Nayar has to say. 
Personal prejudices are bound to be 
there in a book covering c*ontroversial 
political mutUrs. The admiration for 
th(^ late Prime Minister Shastri, the re- 
seivations about the present Prime Min¬ 
ister and the personal regard for men 
like Nijalingappa are very much there 
lor all to see. Yet, the members of the 
Syndicate come out poorly as people 
who jeact rather than take the initia¬ 
tive. Indiia Gandhi does not come out 
unscathed, but nonetheless impresses 
with her determination, decisiveness 
and will to mobilise for achieving de¬ 
finite ends. 
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SPECIAL ARTI< 


The Economy: Current Situation and 

Policy Problems 

V V Bhott 

For a proper understanding of the current economic situation and policy problems, it is essential to 
discuss the developments in the Indian economy over the last few years. Section I of this paper attempts 
to relate the present situation to preceding developments. 

The problem of full capacity utilisation in the modern industrial sector and the related problems in 
the fields of investment, agriculture and exports are discussed in Section II. 

Some aspects of policies related to these problems are indicated in Section III. 


Developments in the Economy: 
1954-55 to 1970-71 

THE era of planned economic deve¬ 
lopment started in 1950-51. However, 
the first few years represented years of 
adjusbnent to immediate post-Inde¬ 
pendence and post-Partition prohlcins, 
the effects of the Korean war boom 
and the general inflationary pressures. 
For these reasons, the normal base 
year for indicating the development in 
the later years can be taken as 1954- 
55. 

Two Imbalances 

The period since then can be broad¬ 
ly divided into two periods: (a) 1954- 
55 to 1964-65, a decade of more oi 
less steady growth: and (b) 1964-65 

to .1968-69, a period of adjustment to 
■ the imbalances that occurred in the 
economy during this period and in 
some respects particularly since 1962- 
63. During the first period, the net 
national income grew at an annual 
average compound rate of about 3.5 
per cent, while population rose by 
about 2.2 to 2.4 per cent. The growth 
' rates of agricultural and industrial out¬ 
put were about 3 per cent and 8 per 
cent, respectively. Exjwrts grew at 
the rate of 3.2 per cent and imi}oits 
at the rate of 7.5 per cent. The trade 
imbalance was largely met by net offi¬ 
cial assistance, which as a proportion 
of net national income rose from 0.3 
per cent during 1951-52 to 1955-56 to 
3.2 per cent by 1904-65. The ratio of 
net saving to net national income rose 
from 8 per cent in 1954-55 to 12 pei 
cent in '1963-64 and later declined to 
about 11 per cent in 1964-65. The ra¬ 
tio of " net investment to net national 
income rose from 8.5 per cent in 1954- 
55 to about 15 per cent^in 1963-64 and 
was 14 per ^nt in 1Q04-65. 

Since 1962^, however, diii growth 


effort resulted in two types of imba¬ 
lances, which were reflected in severe 
inflationary pressures which developed 
later. The first wa.s the saving-invest¬ 
ment imbalancx' wliich resulted from a 
spurt in government expenditures as a 
result of a shaip rise in defence ex¬ 
penditure in 1962-63 and 1963-64 on 
top of a rising rate of public sector in¬ 
vestment. Total government expendi¬ 
ture as a proportion of net national in¬ 
come ro.se from about 24 per cent in 
1961-62 to about 29 per cent in 1962- 
63 and 1963-64; about two percent- 
agt‘ points rise wa.s due to public sec¬ 
tor plan outlay, while the remaining 
rise was largely due to a spurt in de¬ 
fence expenditure. To finance this 
spurt in govenunent expenditure, the 
tax-incomo ratio was raised from about 
11 per cent in 1901-62 to 13.5 per 
cent in 1903-64. But this proved in¬ 
adequate for the purpose. The result 
was substantial deficit financing, lead¬ 
ing to a growth in monetary resources 
since 1962-63 of about 10.5 per cent 
per year in cowtiast to a growth rale 
of only 8 per cent per year in the pe¬ 
riod 1954-55 to 1962-63. 

The other and even more serious 
imbalance that aggravated inflationary 
pressure .since 1962-63 was the imba¬ 
lance between the growth rates of ag¬ 
riculture (in particular foodgrains out¬ 
put) and industry. There emerged 
after 1962-63 a long-run imbalance be¬ 
tween the demand for food in the in¬ 
dustrial sector and the marketed sur¬ 
plus from the farm sector. The food- 
grains output stagnated more or less 
at the level reached in 1961-02 up to 

1963- 64, while the industrial output 
was growing at the rate of about 8 
per cent per year. The sharp imbalance 
that resulted could not be corrected by 
food imports and the bumper crop of 

1964- 65. This year was followed by 
two consecutive years of unprecedent¬ 
ed drought when agricultural output 


sharply declined. 

.The prices of food articles, as a re¬ 
sult, rose at an average annual rate of 
13.8 per cent during 1962-63 to 1907- 
68, while lli<5 wholesale prices rose by 
10.7 per cent. This price rise eroded 
the capacity to save of the fixed in¬ 
come groups, on the one hand, and 
since it resulted in rise in money 
wages, it reduced the profitability of 
the industrial sector, on the other. In 
years following 1961-65, the per capita 
income d<*clfned and thus the overall 
capacity to save also diminished. The 
public sector expenditures on relief 
works and on wages and salaries rose 
since 1965-66 and caused a sharp fall 
iti the ratio of government saving to 
national income. The overall saving- 
income ratio declined to 8 per cent in 
1966-67 and in 1967-68. 

Decijne in Public Investment 

In the face of rising costs and other 
non-development exi>enditures, the 
government sector was not in a posi¬ 
tion to maintain the growth rate of 
public sector investment without an 
accelerating rise in deficit financing. 
In order to avoid intensifying the al¬ 
ready prevailing inflationary pressures, 
in the public sector Plan new invest¬ 
ment was reduced from the peak level 
of 9.3 per cent of national income in 

1965-66 to 6.7 per cent in 1968-69. 
This affected private corporate sector 
investment with a lag, and gross capi¬ 
tal formation in this sector got reduced 
from the peak level of 3.4 per cent of 
national income in 1965-66 to 2J5 per 
cent in 1968-69. 

This reduction in the investment rate 
— overall net investment as a ratio of 
net national income declined from a 
peak level of about 15 per cent in 
1963-64 to 10.8 per cent in 1968-69 — 
reduced the demand for capital and 
intermediate goods, and industrial out¬ 
put in these sectors declined in 1966- 
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Table 2: Growth of Exports 


(R!» millioip 



Tradi¬ 

tional 

Exports 

(1) 

Non- 

Tradi- 

tional 

Exports 

(2) 

Total 

(3) 

1954-55 

4,840 

1,080 

5,920 


(81.8) 

(18.2) 

(6.2) 

1964-65 

5.200 

2.960 

8,160 

Rate of growth (compound) between 1954-55 

(63.7) 

(36 3) 

(4.1) 

and 1964-65 

0.7 

10.6 

3.2 

1965-66 

8.210 

4,479 

12,689 


(64.7) 

(35.3) 

(6.2) 

1966-67 

7,280 

4,290 

11,570 


(62.9) 

(37.1) 

(4.9) 

1967-68 

7,290 

4,700 

11,990 


(60.8) 

(39.2) 

(4.3) 

1968-69 

8,077 

5,524 

13,601 


(59.4) 

(40.6) 

(4.8) 

1969-70 

7,098 

7,034 

14.132 


(50.2) 

(49.8) 

(4.5) 

1973-74 (estimated) 

Rate of growth (compound) between 1954-55 



19,000 

(5.2) 

and 1969-70* 

Rate of growth (compound) between 1964-65 

—O.I 

9.9 

2.8 

and 1969-70 

Rale of growth (compound) between 1968-69 

- -2.3 

8.6 

1.9 

and 1973-74 (estimate) 



7.3 


* In terms of foreign exchange. 

Note: Figuies in brackets under column? (1) and (2) represent percentage to total 
exports during the respective yeats and figures in brackets under column (3) 
represent percentages to national income during the respective years. 

Sources: (1) “Basic Statistics Relating to the Indian Economy, 1950-51 to 1965-66”, 
Planning Commission. 

(2) “Economic Survey”, 1967-68 to 1969-70, Government of India. 

(3) Fourth Five-Year Plan, 1969-74, Government of India. 


07 and lOOT-OS. .The overall growth 
rate of industrial output of about 9 per 
wnt in 1965-66 turned into a rate of 
dtx'lirie of 0.8 per cent and 0.7 per 
cent respectively in 1966-67 and 1967- 

68. Industrial output declined also 
because of shortage of agricultural raw 
materials and^ sharp reduction in non- 
project aid during 1965-66. 

Imp.aci on Employment 

The industrial and investment reces¬ 
sion had its impact on the employment 
situation. The annual average rate of 
gjowth of finployment in the public 
sector and non-agricultural establish¬ 
ments in the private sector (emi^loying 
25 or more workers) was around 5 per 
cent per yiuir during 1960-61 to 1965- 
66. This rate decliiu'd to 0.8 pt^r cent 
in 1966-67 and was negligible duiing 

1967- 68. The number of educated un¬ 
employed on the live register of employ¬ 
ment exchanges reached a level of 
about one million by the end of 1967, 
an increase of about 18.5 per cent over 
the previous year. 

With a sharp lisc (28.4 per cent) in 
foodgrains output in 1967-68 and with 
only a niarginal decline in this level in 

1968- 69, tlie food pi ices and the overall 
prices declined some what in 1968-69. 
The rise in the output of agn'cuitural 
law inab'iials and df'inand for coiiMimcr 
goods from the fann sector led to a 
recovery of industiial output in 1968- 

69, when it ruse by 6.4 per cent. 

The e.xtemal balance improved 
'because of inv(*stinent and industrial 
recessions. Thoro wiis a continuous 
decline in imports since 1965-66; tlie 
devaluation of the lupee in June 1906 
was also partly responsible for this 
decline. The devaluation and the 
resulting uncertainties together with a 
sharf; decline m agiicultiiral output led 
to a tall in exports, which recovered 
only in 1968-69 to a level even higher 
than the peak level reached in 1904-65. 
The foreign exchange reserves rose 
significantly and are currently at a level 
of $1 billion — the level that prevailed 
in the early pait of 1958. 

The industrial recovery, however, has 
not been sustained. The growth rate of 
industrial output accelerated a httle in 

1969- 70 to about 6.5-7 per cent but 
the current rate seems to be of the 
order of only 5.5-0 per cent. The 
investment rate (as a proportion of 
national income) declined further to 
9.3 per cent in 1969-70 and may be 
currently of the order of about 10 per 
cent, lowest rate since 1959-60. 
The foodgrains outjput slnoe 1968-69 


has been rising at a rapid rate of 5-6 
per cent per year, a rate still lov^or than 
the expected latc of 6.5 per cent per 
year during the Fouith Plan period. 
The growth rate in exports slackened 
to 4-5 per cent in 1969-70 and is likely 
to l3c m^gligihle in 1970-71 as against 
the target growth rate of 7 per cent 
per year during the Fourth Plan period. 

InFL VI lONARY PrESSUIIES 

The most disturbing feature of the 
current sc<*ne is that in spite of a sub¬ 
stantial rise in the foodgrains output, 
the w'holesale price index -has risen by 
3.7 i)er cent during 1969-70 and by 
about 6 per cent during the iDoriod 
April-Noveinber 1970. The fact that 
prices are rising in spite of the continu¬ 
ing investment recession is significant. 
The Fourth Plan estimates, it may be 
noted, are based on the assumption of 
relative price stability. It is because 
of this price situation that the Bank 
Rate was raised on January 8, 1971 
and the structure of interest rates was 
modified with a view to regulating 
more effectively credit and to stimulat¬ 
ing saving the form of bank deposits. 


The iniinediate problem remains that 
ol attaining more or less full utilisa¬ 
tion ot piodiiclive capacity in the 
industrial sector in a climate of relative 
prici’ stability. In this field, there is a 
tin ions dilemma that policy makers 
face. investment rale cannot lx? 

stepped up with the shortage of re- 
sollre(^s and decline in external assist¬ 
ance; resontet's cannot materialise via 
liiller utilisation of productive capacity 
in the iiuliistrial sector without an 
airpropriate latc ot investment. In some 
fields, cxpoits could serve tlie same 
puipose as investment; but over a wide 
fi<*ld, it would not Ije possible to utilise 
productive capacity more or less fully 
without an adequate investment effort 

n 

Problem of Capacity Output In 
the Industrial Sector 

There has been a sustained increase 
in productive capacity in the industrial 
sector more or less since 1954-55. It 
is possible to attain a growth rate in in¬ 
dustrial output of 8-10 per cent per year 
during the Fourth Plan period on the 
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Tabms 2(a) : OAowtH of Imports 


(Rs mfllion) 



F4od 

Capital 

Raw Mate- Others 

Total 



Goods 

rial and 

Imports 


1 

2 

Intermediate 

Goods 

3 4 

5 

1954-55 

385 

1,472 

2,417 1,980 

6.563 

1964-65 

(10.5) 

(22.4) 

(36.8) (30 3) 

(6.8) 

2,821 

4,948 

4,178 1,543 

13,490 


(20.9) 

(36.7) 

(31.0) (11.4) 

(6.7) 

Rate of growth (compound) 

between 1954-55 and 
1964-65 

15.2 

12.9 

5.6 -2.5 

7.5 

1965-66 

5,072 

8,037 

7,544 1,531 

22,184 


(22.9) 

(36.2) 

(34 0) (6.9) 

(10 8) 

1966-67 

6,510 

5.934 

7,041 1,299 

20,784 


(31.3) 

(28.6) 

(33 9) (6 3) 

(8.8) 

1967-68 

5,182 

.5,173 

8,015 1,706 

20,076 


(25 8) 

(25 8) 

(39,9) (8 5) 

(7 1) 

1968-69 

3,366 

5,300 

8,372 1,578 

18,616 


(18.0) 

(28.5) 

(45 0) (8 5) 

(6.5) 

1969-70 

2,610 

3,930 

7,013 2,128 

15, 681 


(16.6) 

(25.1) 

(44.7) (13.6) 

(5 0) 

1973-74 (estimated) 

22,200 




(5.9) 

Rate of growth (compound) 

1969-70 • 

. 6.0 

3.6 

4.2 —2.6 

.8 

Rate of growth (com¬ 
pound) between 1964-65 

and 1969-70* 

-10.1 

—12.8 

—1.3 --^2.6 

-5.9 

Rate of growth (compound) 
between 1968-69 and 

1973-74 (estimate) 

.. 

.. 

.. 

3.6 


* In term^of foreign exchange. 

Mote: Figures in brackets umler columns (1), (2). <3) and (4) represent percentages to 
total imports during the respective years and hgures in brackets under column (5) 
represent percentages to national income during the respective years. 

Sources: (1) “Basic Statistics Relating to the Indian Economy 1950-51 to 1965-66”, 
Planning Commission. 

(2) “Economic Survey”, 1967-68 and 1968-69, Government of India. 

(3) Fourth Five-Year Plan, 1969-74, Draft, Govcinment of India. 


basi? of the capacities already built up 
so far with feasil^le multi-shift work¬ 
ing. However, this would require an 
adequate and sustained increase in 
investment and exports, on the one 
hand, and in agricultural output, on the 
other. Further, since the industrial 
stnictuie is hardly balanced, this would 
require imports of materials and spare 
‘parts not aviulable at home; a fairly 
liberal wnpoi*t policy is essential for the 
purpose. 


Foi the deffnand for indiistiial products 
to rise, investment has to rise at an 
appropriate rate. On the other hand, 
assuming on an average a five-year 
gestation lag, the Fourth Plan invest¬ 
ment has to be udcciuntc to sustain a 
6 per ctait per year growth rate in 
national income, the taigct fixed by the 
Planning Commission lor the Fifth 
Plan period. 

In spite of a sharp hicrcase in ex¬ 
ternal assistance, the investment-income 


RS pet fu 196(^70. impS 
was largely the result of die 
the saving-income ratio from a 
of 12 per cent in 1963-64 to 8J5 
cent in 1969-70. Since tbo deolina 
the saving ratio is largely due to 
sharp fall in government Saving raKd!^ >: 
the retwery of the saving rate would. 
dei)end upon the capacity of the pub¬ 
lic sector to raise resources via 
fiscal system, and the pricing policies'; 
and efficiency of the public sector' 
enterprises. 

Cut in Nter Am 

But there is another factor which 
complicates the problem. Net externi) 
assistance has tended to decline and is 
expected to be of the order of only 1; 
per cent of national incocne during the 
Fourth Plan period. Thus, even if it 
is possible to raise the average saving 
ratio to 10.5 per cent during the.. 
Fourth Plan period, the investmtmt 
ratio could be only 11.5 per cent as ‘ 
against the current ratio of about 10 
IKT ctjnt. This would imply that the 
growth rate of investment would exceed 
the growth rate of national fncoinc only 
by a small margin. It is a problem for 
investigation whether tin's growth rate 
of investment would be adequate to 
generate adequate demand for Indus* 
trial products so as to attain full capa¬ 
city output in the industrial sector in 
die next five years or so. 

Further, since the structure of tibe 
productive capacities in the industrial 
sector is not a balanced one, it would 
be necessary to correct it by foreign 
trade. This would mean that the .sur¬ 
pluses should be exported and the 
demand imbalance in the economy 
should be corrected by imports. The 
growth rate of exports for the purpose 
may oven have to exceed the 7 i>er 
cent growth rate per annum indicated 
in the Fourth Plan document. For, 
imports seem to have been understated 
in tho Plan document; as against an 
annual growth rate of imports i»f 7.5 


A siistained rise in investment is 

ratio declined from a peak Itwel of 

per cent 

during 

1954-55 to 1964-65, 

important from two points of view. 

about 15 

per cent 

in 1903-64 to about 

(he Flan 

assumes 

a growth rate of only 


Table 

2 (b): Balance of 

Trade 











(Rs millkMi) 


1954-55 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 1973-74 








(projected) 

Exports 

5,920 

8,160 

12,689 

11,570 

11,990 

13.601 

14,132 19.000 

Imports* 

6.563 

13.490 

22,184 

20.784 

20,076 

18,616 

15,681 22,200 

Trade Balance 

—643 

—5,330 

—9.495 

—9,214 

— 8,C86 

—5,015 

—1,549 —3,200 


■ 

a 


Stfutrces : (1) ^Basic Statistics Relating to the Indian Economy, 1950-51 to 1965-66*' 
(2) “Boonomic Survcy’% 19^-68 to 1969-70, Government of India. 

^ , (Jf Fourth Fivc-pYear Flan, 1969-74, Government of lndia< 


Planning Commission. 
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SIEMENS 


Keeping temperatures 
under control 
for fertilisers ? 

Or is yours another 
problem? 




Keeping a close watch on invisible ingredients* 
measuring intangibles-thet is the paradoxical process 
involved in fertiliser production. For* if there is a 
variation in the proportion of the gases or if 
the combustion is not carried out under the most 
accurate conditions* the volatile substances may change 
character and become something entirely different I 

Control is paramount. And Siemens have a sophisticated 
system of instruments that automatically checks, 
analyses, measures and regulates every stage 
of the process. 

Siemens experience of working under high pressure, of 
handling explosive situations--and, of course* keeping 
those rising temperatures under control—is the 
reason why Rourkela Fertilisers, Neyyeii Fertilisers, 
Sindri Fertilisers and FACT Cochin yield the 
electrification of their projects so confidently to us I 

Whether it's fertilisers, sugar, mining, textiles, steel or 
cement, a Siemens projects division engineer is 
thoroughly conversant with the technology, processes 
and machinery of the industry he handles. 

And he is backed by a chain of specialists. Siemens 
research in Germany helps us design sophisticated 
products to meet the needs of the future. Our 
manufacturing plants in India give us products tailored 
to indigenous requirements. 

Our erection department translates into reality the plans 
conceived by the project engineers, dovetailing with 
the plant's overfall installation and commissioning 
schedules. 

Siemens are at home in modern industry—with 
electricals that form an integral part of its technology... 
electricals that are the pulse beat of the project. 



Instrumentation Control Panel for 
Neyvelt Lignite Corporation, Fertiliser Plant 


Siemens India Ltd, 

Head Office: 

134 A Or. Annie Besant Road, 
Bombay 18 WB. 


Then talk it over with Siemens 
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Table 4 ; CoMPosnioN of Net DoMESnc Saving 









(Rs millton) 


1954-55 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70. 

Total net saving 
(A+B+O 

7,725 
( 8.0) 

20,687 

(12.0) 

21,573 

(10.7) 

22,368 

(0.8) 

18,944 
( 8.0) 

22,825 
( 8.0) 

25,884 

(9.1) 

26.400 
( 8.5) 

A Oovemment 
saving (a^ 

934 
( .0) 
(12.1) 

5,383 
( 3.1) 
(26.0) 

5,356 

6,599 
( 3.2) 
(29.5) 

4,133 
( 1.8) 
(21.8) 

2,904 
( 1.0) 
(12.7) 

5,344 
( 1.9) 
(20.6) 

3,700 
( 1.2) 
(14.0) 

B Private Corporate 
saving (a) 

(b) 

503 
( 0.5) 

( 6.5) 

1,416 
( 0.8) 

( 6.9) 

929 
( 0.4) 

( 4.3) 

889 
( 0.4) 

( 4.0) 

1,229 
( 0.5) 

( 6.5) 

700 
( 0.2) 

( 3.1) 

890 
( 0.3) 

( 3.4) 

1,320 

(0.4) 

( 5.0) 

C Household saving 
(net) (4-5+6) (a) 

(b) 

6,289 
( 6 5) 
(81.4) 

13,868 
( 8.1) 
(67,1) 

15,288 

( 7.6) 
(70.9) 

14,880 

( 7.2) 
(66.5) 

13,582 
( 5.7) 
(71.7) 

19421 

( 6.8) 
(84.2) 

19,650 
( 6.9) 
(75.9) 

* 21480 

( 6.8) 
(81.0) 

(1) Currency and 
deposits (a) 

(b) 

1,492 
( 1.6) 
(40 1) 

5,351 
( 3 2) 
(57.0) 

4,951 
( 2.5) 
(52.7) 

7,022 
( 3.4) 
(61.5) 

6,043 
( 2.6) 
(54.5) 

6.509 
( 2.3) 
(51.0) 

8,062 
( 2.8) 
(55.5) 

10,620 
( 3.4) 
(62.0) 

(2) Life insurance and provident 
funds (g) 

(c) 

753 
( 0.8) 
(20.2) 

2,643 
( I 4) 
(28.1) 

2,896 
( 1.4) 
(30.8) 

2,963 
( 1.4) 
(25.9) 

3,735 
( 1.6) 
(33.7) 

4,420 
( 1.6) 
(34.6) 

4,837 
( 1.7) 
(33.3) 

5,480 
( 1.8) 
(31.9) 

(3) Other assets 
(a) 

(c) 

1,476 
( 1.5) 
(39.7) 

1,396 
( 0.9) 
(14.9) 

1,547 
( 0.8) 
(16.5) 

1,442 
( 0.7) 
(12.6) 

1,302 
( 0.6) 
(11-8) 

1,848 
( 0.7) 
(14.5) 

1,628 
( 0.6) 
(11.2) 

1,040 
( 0.3) 

( 6.1) 

(4) Total financial savings (gross) 
(i+2+3) (a) 

(d) 

3,721 

( 3.9) 
(59.2) 

9,390 
( 5.5) 
(6,7.6) 

9,394 
( 4.7) 
(61.5) 

11,427 

( 5.5) 
(76.8) 

11,080 
( 4.7) 
(81.6) 

12,767 
( 4.5) 
(66.4) 

14,527 
( 5.1) 
(73.9) 

17,140 
( 5.5) 
(80.2) 

(5) Financial liabilities 
(a) 

(d) 

559 
( 0.6) 

( 8.9) 

2,402 
( 1.4) 
(17.3) 

1,906 
( 1.0) 
(12.5) 

2,047 
( 1.0) 
(13.8) 

3,498 
( 1.5) 
(25.8) 

2,446 
( 0.9) 
(12.7) 

3,566 
( 1.2) 
(18.1) 

5,360 
( 1.7) 
(25.1) 

(6) Physical assets 
(a) 

(d) 

3,127 
( 3.2) 
(49.7) 

6,900 
( 4.0) 

(49 7) 

7,800 
( 3.9) 

(51 0) 

5,500 
( 2.7) 
(37.0) 

6,000 
( 2.5) 

(44 2) 

8,900 
( 3.1) 
(46.3) 

8,690 
( 3.0) 

(44 2) 

9,600 
( 3.1) 

(44 9) 


(a) Proportion (%) to national income, (b) Proportion (%) to total saving, (c) Proportion (%) to household saving tn tinancial 
assets, (d) Proportion (%) to household saving. 

Sources : (1) Reserve Bank of India. 

(2) “Estimate of National Product”, Central Statistical OiTganisation, Government of India, New Delhi. 


3.6 per cent per annum for the Fouitli 
Plan period. 

AGIUCUI/IURAL OUITUT 

On the front of agiicultural output, 
to support a growth rate of 8-10 per 
cent per annum in industrial outj)ut, it 
would Ije necessary to attain a growth rate 
of agricultural output and foodgrains out¬ 
put of about 5 per cent and 6.5 per 
cent respectively. For the present, the 
new agricultural strategy seems to have 
succeeded markedly only in case of 
wheat, it had some modest success uath 
regard to jovvar, bajru and mai^e. The 


rice output — iice constitutes about 
halt of tilt; total cereal consumption — 
has iisc*n only marginally over the 
1964-65 peak level recently, while all 
cereals, other than rice aud wheat, have 
e.\p<’rieneecl a decline iu output even in 
1968-69 and the level is more or loss 
the same as was reached in 1961-65. 
The output of pulses has declined by 
18.9 jxT as compared to the peak 
level i cached in 1964-65. Thus the 
tcUal loodgiaiijs output has recorded u 
rise ill 1969-70 of only 12 per cent over 
the peak lt3vel reached in 1964-65. 
Further, for the cash crops, no new 


research results are still available for 
improving yields per hectare. The non- 
foodgrains output of agricultural com¬ 
modities actually declined by 8,9 per 
cent in 1968-69 over the peak level 
reached in 1964-65. 

Thus to increase productivity par 
hectare with regard to foodgrains from 
1.6 per cent per year to 4.5-5 per cent 
pt*r year — for no increase in area* 
under cultivation is now contemplated' 
— is, as the Plan document recognises, 
a stupendous problem. Further, even 
tile new agricultural strategy can be 
fniitfully applied only to area under 


Table 5 : N^r Invesimcnt in tbjb Indian Economy 


(Rs millioD) 




1954-55 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

(1) 

Net domestic savings 

7,725 

(8.0) 

20,687 

(12.0) 

21.573 
(10 7) 

22,368 

(10.8) 

18,944 
( 8.0) 

22,825 

(8.0) 

25^884 
( 9.1) 

26,400 

(8,5) 

(2) 

Capital inflow 

477 

(0.5) 

4,869 
( 2.9) 

6.448 
( 3.3) 

5,841 
( 2.9) 

8,388 
( 3.6) 

8,931 
( 3.0 

4,876 
( 1.7) 

2,700 
(0 8) 

(3) 

Net investment (1 +2) 

8,202 

25,556 

28,021 

28,209 

27,332 

31,756 

30,760 

39.^ 

(4) 

Net investment as proportion 
(per cent) of natinnhl income 

8.5 

14.0 

14,0 

13 7 

11.6 

11.1 

10.8 



Uote: Figures iti brackets relate to percentage to oatlonel iifeom 
Soumt : Reserve Bank . of Ixidia, 
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ECONOMIC AND POtltlCAL Himfitii 


Tabu 7 : Tax RtvENuh and SuRPurs of Public Slctor Undlrtakjngs 


(Rs million) 




1954-55 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

(estimates) 

(1) 

Tax revenue (rcntieand Slates) 

7,365 

25,852 

20,024 

32,396 

34.094 

37,111 

40.193* 

44,720* 

(2) 

Surplus of public scclor cnlcrpiiscs (in¬ 
cluding depreciation) 


2,310 

2,300 

2,490 





(3) 

Surplus of public sector entci puses (ex¬ 
cluding dcj>reeia(ion) 


1,470 

1,470 

1,430 





(4) 

Rate of profit of Ciovernnienl companies 
(a) Cirosx piofils as oeiccnljge of total 










capital cm'»loved 
(i) (iiEiiit companies 


1 3 

0 8 

0.4 

0.1 





(li) Othci companies 


6 2 

5.2 

5 9 

4.4 





(b) Profits alter tax' .is fiercenlage of 










net worth 

(i) (iiant companies 


0 8 

0 5 

3 7 

5.7 





(ii) Other companies 


6 8 

4.6 

6.3 

0 5 




(5) 

(1) As pcicenfage of national income 

7.7 

12 9 

14. 1 

13.7 

12 0 

13 0 

12.9 

13.6 

(6) 

(2) As percentage ol naiion.d income 


1 2 

1.1 

1.1 





(7) 

(3) As percentage ot national income 


0 7 

0 7 

0 6 






* Revised csfirnatcs 

Source : Reserve Hank of fiutui Bulletins. 


pen'iiiiial iiiM'alioii and/m assuM d 
rainiall. Such aii a coiistitulcs h ^'S lli.rii 
10'15 ]>ci cnit ot tin* f^)^al culli\.dcd 
aica. The otlaa im’r,ded .ncas have 
to tlciH'ud (Jii lh<‘ vaiM’ies of tin* iiioii- 
soon as iin'd.Uioii is hui^elv i.mi-lid It 
may not he iiossihli* thus to avoid 
fliictiiatjons in avj[H\nllmal nntpnt as a 
result ot monsoon conditions. 

So far, inveshnt'id lias heiMi disi iissed 
only in u'lation to its deinand-d‘ n('ra- 
tion asp(‘ct. Assnmmd an average gesta¬ 
tion laj4 ol about liv(‘ veajs, tiu' l-'oiiilli 
Plan invi'stment wdl i^eneiati^ ]nodu( ■ 
tiVi‘ capac'ities, Iiy and hni;<% onK hn 
utilisation dunn^ tiu; I'lith Dan. li tlie 
y^rowth lati' ol ineonu' is lo la* main¬ 
tained at f) per cent p<‘i year dining 
the Fifth Jdan., invesInKMil duirn^ th*' 
Fourth Plan has to he a'de([nale Ini the 
purpose. This proldem needs to lie 
examined in detail. It appealfoi 
example, that investnu'nt m soiik' sedois 
like power may not iniue adeipiate lor 
attaining the giowlh lale aMli( ipat<*d 
during the I'ifth Plan, Phns. Iiom both 
points ot view — ih man<l-genei.ilioii 
as well as capacity-creati»)n — it is 
(piite lik»_K tliat the I'onilh Pl.iii ei- 
vestmi’iit niiiN piove inadeijnalc 

Ill 

Policy Implications 

Urgent policy meusmes aie lliiis re- 


(|iMU“d 111 lli(' lirlds ot investment, 
saviJiL^ expoits aiul agiiciillnre. 

Ill the field ol agiicnUnre, the niajoi 
< niphasis h.is been (nnently on ininoi 
iiiiuatioii and iiaiticnlarly on rural 
cleetiifieation with special emphasis on 
eneigisiiig pnmp-sels and tube-wells, 
'rhis IS a field -vIuto (piiek results aie 
posMble. It is <*slimated that about 22 
million ln ctao' metres of ground wah'r 
ean bc’ exploited tor inigation purpose’s. 
It is e\peeled lo attain 50 per er'iil of 
tills potential by tlie end ol the I’oiiitJr 
Plan, loir llu' pmirose of perennial irriga¬ 
tion. tin's soniee ina-ds to be lafiped 
■miKb mou' vigorously and <*xi)editi- 
ousK. Again, bom tlu' point ot view lil 
iio'eslinent, these sehtanes aie eheapm 
and the gi’station lag nuich .shoit<*i than 
With legtiul lo major and medium 
schemes. Further, with some additional 
(incial assrst.mee tioin tlic^ nationalised 
commercial lianks aiid other financial 
inslitutKjns, it should be possible to raise 
the s.iving and iiivc*stincnt latc in tlie 
imal .ueas Ir) finance this type' of pii- 
v.ite investment. 

The other aic-a of major emphasis is 
with regard to research relating to high- 
yielding sec'ds lor eroi^s sueli as rice, 
pulses, oilscH-ds, law' cotton and raw' 
intc^. This research nectls to be 
inten.sified and its results uc<d to bc 
widely iliffused. The pto.spects with 


regald to agiicultnial outi)ut would 
(ineially depend on tins leseaich and 
tli(‘ W'idf'i diffusion ot the new ri’search 
results and the lerpiiied inputs. 

Policy action again is reejuired to coi¬ 
led the .short-term imbalances that may 
arise lic’cause of the vagaries ot mon¬ 
soon. A buffer-stock policy with regard 
to cereals like rice and wheat and cash 
cToi)s like raw' cotton, raw' jute and 
sugar is contemplated and there is al¬ 
ready some .sLiccc’Ss with regard to 
building of buffcr-slocks of rice and 
jiarticnlarly wheal. With the biiffc'i- 
stoek policy and a viable systcan ol di.s- 
tiibiition ol toodgiains lo weaker sec¬ 
tions ot the coimnimily, it would be 
possible to avoid inflationary pressures 
1 (suiting from temporary imbalances. 

W'ith a realistic appiai.sal of prodiic:- 
tion jirospects w'ith rc’gard to agricul- 
till 111 commixlitles, a rational and long¬ 
term import policy' also may need lo 
be devised for imiflementation of the 
I’lan strategy. 

•*»? 

AoDinoNAL Tax Revlnuk 

iTie piililic .sector investment pro¬ 
spects would crucially depend upon its 
ability to impose additional taxes on 
various sections of the community with¬ 
out affecting adversely the incentives 
to work, save and invest in desip*d 
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Table 9 ; Output and Imports of Some Basic Goods 


March 20. 1071 
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* Upto 1968-69. t March 1956. 

Source: 1965-66 ’, Planning Commission. “Economic Survey", 1967-68 to 1969-70, Government of India. Fourth Fiver 







<llreelktoa« ., The pr^tent poJky i» to 
witldcaW subfl^es given to ibe con-* 
stuners ivltb regard to food and other 
prices 0nd tboae given to the relatively 
ridi farmers^ It is proposed also to tax 
the agricultural sector via a rational 
structure of power and irrigation 
diaige$» duties on inputs like fertilisers 
and agricultural income tax or sur¬ 
charge on land revenue applicable parb- 
cularly to the ridier sections of the farm 
community. It may be advisable, in 
this connection, to withdraw some sub¬ 
sidies granted to the industrial sector 
also in the form of incentives of more 
or less general applicability like tax- 
holiday and development rebate. It is 
proposed to tax sources of speculative 
gains like urban land and real estate. 
There is a move towards or/ valorem 
excise duties in place of specific duties 
For a large number of commodities so as 
to make the tax system more responsive 
to price and income changes. Excise 
duties on luxury and semi-luxury com¬ 
modities are levied at higher than nor¬ 
mal rates and this policy would 
continue. 

With all these changes, u is proposed 
to raise the marginal tax-income ratio 
to 20-25 per cent. Potentially even a 
large source for the pubic sector could 
• be the additional siupluses generated 
by the various public sector enter¬ 
prises. Of course, some of these enter¬ 
prises have not completed their gestation 
period and the period of initial teeth¬ 
ing trouble. However, even the net 
retutn on the enterprises which have 
already completed these stages is quite 
low and it is proposed to raise it hy 
{appropriate pricing policies and 
improvement of production and manage¬ 
ment efficiency. It is realised that 
keeping the prices of public enterprise 
products low, w'hile other prices and 
" costs are rising, serves no useful pur¬ 
pose and in the ultimate analysis dis¬ 
criminates against the very priority 
sectors that are sought to be developed. 

iNOUsntiAL Efficiencv 

For improving the productive effici¬ 
ency of both public and private enter- 
prisesi a Bureau of Industrial Costs and 
Prices has been set up. Its basic func¬ 
tion woidd be to analyse the existing 
4X>st stmeture in the light of that 
whii^ would prevail under conditions 
efBcienoy and suggest 
of : riwlucing' 4Sos*». This 
|h^l4 have close relations with 
iaboratorf^thai it 
jttai|j»nif to research pro- 

. efi$c^ciy and n^ke 


thehr research resulto known to the vari¬ 
ous industries. It cpukl also suggest 
broad guidelines for prioe-ffidug, extent 
of subsidies to export industries and 
wage and incomes policies. Hiis bureau 
could serve as a countervailing power 
in cases where monopolies and mono¬ 
polistic or oligopolistic market condi¬ 
tions prevail by setting nonns of 
productive efficiency, costs and prices. 

Any accelerations of investment effort 
on rational lines presupposes the avail¬ 
ability of a large number of well worked 
out project plans that could 
implemented at short notice. This 
aspect of planning is emphasised 
already in the Fourth Plan docu¬ 
ment. The task of project identification 
and fonnulation needs to be performed 
in all developing coimtries much more 
systematically than is being done cur¬ 
rently. There could be planning cells 
in various industrial fields that could 
perform this task. They should of 
course be in close touch with techno¬ 
logical research institutes and technical 
and designing consultancy firms. Even 
the task of the Bureau of Industrial 
Costs and Prices would become some¬ 
what simpler if initially the projects 
were well-worked out. 

Project Formulation 

The Industrial Development Bank of 
India is expected to perform this task 
of identifying and formulating projects, 
particularly for the private sector. Once 
this task is taken in hand, it would 
be possible to suggest projects for 
implementation to the private sector 
and they can be handed over for execu¬ 
tion to such firms as are most capable 
of implementing them. Even applica¬ 
tions for the purpose can be invited. 
This move ^vould reduce delays in 
project-making and implementation in 
the prjvat^ sector and would provide 
positive guidance to private entrepre¬ 
neurs. 

In the case of projects with regard 
to small and medium enterprises, the 
financial institutions together with the 
bonks should he able to evolve a cell 
or cells for identification and formula¬ 
tion of projects. Entrepreneurs then 
can be invited to undertake them. 

* It is emphasised in the Plan docu¬ 
ment that gestation lags in the private 
sector investment projects can be 
reduced if various negative controls are 
simplified. Some steps in this d/roc- 
tion are already taken. WitJi sound 
proiet^-^Bbistion machinery with the 
banks and the other financial institu¬ 
tions, the task of seJcctiing projects in 


the li^t of Plan priorities and 
policies could very well be i 
to them. f>ater ovt, other licenced \ 
like industrial licence, licence for 


capital issues and import licences 
could be granted to selected projects 
as a matter of course. 


For the medium and large projects^ 
the lOBI in concert with the other 
term-lending institutions and dm banks, 
would be in a position to identify and 
formulate projects, evaluate projects ftn*' 
financing and plan for their finanetdg 
also. The banks together with the 
State financial corporations could per¬ 
form this task with regard to small 
projects. The incidental advantage of 
this change would be that' it would 
then ])e possible to have a good plan 
for jTrivate sector investment and data 
for judging the current trends in invei^- 
ment activity and thus for revising die 
plan in the light of the emerging sttua^ 
tion, if necessary. 


Selective iNcaELNirvES 

For promoting an accelerated invest¬ 
ment effort in certain situations or cer¬ 
tain fields or certain areas, it would be 
worthwhile to have certain selective in¬ 
centive instruments. For example, if 
tax holiday and development rebate pro¬ 
visions were applied very selectively (at 
present they are of more or less general 
applicability), they could be effectively 
utilised as real incentives fivr effort in 
specific directions. 

The new licensing policy, announced 
in Febniary 1970, is well conceived 
from the point of view of promoting in¬ 
vestment in the core sector and export 
oriented industries and facilitating the 
growth of latent entrepreneurial talents 
in the other sectors. The larger business 
houses as well as foreign concerns are 
permitted to participate in the core sector 
industries and in industries requiring in¬ 
vestment exceeding Rs 5 crores; they ate 
al«o permitted to start industries requfr- ^ 
ing investment in the range of Rs 1 
crore to Rs 5 crores, provided they un¬ 
dertake to export 60 per cent of their 
production. 

For enterprises other than the large 
business houses, no industrial licence is 
now necessary for new investment in 
industries up to Rs 1 crore provided the 
foreign exchange requirements is limit¬ 
ed. Even in the ‘middle sector' — that 
is, in industries requiring investment of 
the order of Rs I crorc to Rs 5 crates 
— preference would be given to appfi- ' 
cants other than large business houses ' 
but other licences are to be granted Jibcl^; . > 
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rally except wht n there are important 
foreign exchange implications. 

Thus, big business houses are to }>e 
induced to undertake more essential and 
more difiicult enterprises; at the same 
time, there will be a positive atUnupt at 
encouraging and fostering latent entre¬ 
preneurial talents. 

Fiscal policy instruments can also be 
used for the purpose of promoting sav¬ 
ing in desired instruments, impjoving 
productive efficiency and cncouracinj: 
the required export effort. Income tax 
and the corporation tax could be suit¬ 
ably adjusted for the purpose. 

lN'i:EnF.sT Rates 

For raising the rate of saving in the 
fonn of financial instruments like bank 
deposits, small saving instruments, and 
the otlier private and government secu¬ 
rities, an appropriate structure of inte¬ 
rest rates is a prerequisite. For ex¬ 
ample, in rural areas, to promote saving 
in the form of deposits with the bank 
and small saving instruments, it wonlrl 
be desirable to have an interest rate 
structure that can cooipele effectively 
with the yields on other instruments of 
the unorganised sector like private lend¬ 
ing at interest of 15-25 per cent. 

An appropriate interest rate structure 
is also necessary for the selection of 
sound projects. For example, to attain 
the desired growth rate, it would be 
necessary to select only such projects 
which could potentially yield a return 
of not less than 20 per cent per year 
in fields other than public utilities and 
social investment projects. On the other 
liand, one of the effcclivij ways of mobi¬ 
lising resources Iroin the rural sector and 
even the industrial sector would he to 
charge them rational interest rates on 
assistance given to them by the Gov¬ 
ernment and financial institutions. To 
raise the tax rates or impose fresh taxes 
on the one hand and to provide such 
subsidies in the form of cheap credit on 
the other hardly seem to be mutually 
consistent. 

The fourteen major commercial banks 
were nationalised in July 1969. Includ¬ 
ing the State Bank of India, a major 
part of the banking business is within 
the immediate contiol of the Govern¬ 
ment as are the major term-lending in¬ 
stitutions, and financial intermediaries 
like Lie and provident funds. This 
move is pregnant with great possibili¬ 
ties in the fields of raising the rale of 
saving and investment in agriculture 
and small industry. With the branch 
expansion programme visualised for the 
rural and semi-urban areas, it should be 
possible for the banking system to mobi¬ 


lise and raise the rate of saving dirough 
a policy of evolving d^osit accounts 
consistent with the saving preferences 
in tliesc areas and an appropriate struc- 
tuic ol interest rates. Further, banks' 
assistance for current economic activity 
and investment could serve as a cataly¬ 
tic agent inducing the farmers and 
small cutreprenems to provide the ba¬ 
lance of the reciuired resources for in¬ 
vestment. R(‘payinent of bank loans and 
ploughing back of piofits for additional 
investment also would raise the rate of 
saving and investment, provided the pro- 
ject.s financed .irc sound and viable and 
are properly supervised by the banks. 
Banks should indeed play the role of 
development bunks in these areas in the 
Indian context. That precisely is the 
purpose ot the lead bank scheme evolv¬ 
ed alt(T bank nationalisation. The 
banks are expected to play a creative 
role with regard to promotion of sav¬ 
ings, investment allocation and promo¬ 
tion of new' entrepreneurial talents in a 
variety of fields. However, this new role 
should iK>t conflict with the general 
aims of oveiall ciedit policy if relative 
price stability is to Ire maintained; in 
1969-70 and currently also, it appears 
that the Iranking system has expanded 
its role, by and largo, by re.sorting to 
credit from the Reserve Bank. It is 
necessary to co-ordinate fiscal and cre¬ 
dit policies in order tf) restrict the 
grov\th in money supply to a rate con¬ 
sistent with price stability. 


In the field of ei^joit proaotion^ a 
policy of $elective incentives is already 
being pursued. At this stage of Indk^ 
development, such selective polidei ^ 
doubtless necessary in order to identify 
potential export fields and r^xiove Qie- 
cific handicaps. However, some forms 
of general incentives which can make 
exports more profitable than sale in the 
domestic market seem to be necessary 
if all production is to be oriented in¬ 
creasingly towards exports. A dose and 
detailed study of prices and costs in the 
export industries would doubtless help 
in suggesting areas for improvement of 
productive efficiency; the proposed bu- 
leau could take up this task on an ur¬ 
gent basis. Selection of sound Invest- 
aiumt projects would also help in this 
direction. 

But the export problem of developing 
countries is not one that can be solved 
merely by national effort. International 
and regional co-operation for the pur¬ 
pose is necessary. Apart from the mea¬ 
sures that can be taken by the deve¬ 
loped countries, it v'ould be worthwhile 
for the developing countries as a group 
to adopt such policies and measures as 
would promote intra-group trade. To 
l^egin with, regional effort in this direc¬ 
tion would be necessary; at the same 
time, such regional effort should be, 
properly co-ordinated with the interests 
of all developing countries as a group. 
An international framework for the pur¬ 
pose is essential. 


AGRO.£CONOMI€ RESEARCH CENTRE 
Vallabh Vidyanagar (W. Rly.) 

Dist. Kaira, Gujarat. 

Invites 

Applications from suitably qualified and well-experienced 
persons for the post of RESEARCH OFFICER, in the pay-scale 
of Rs. 400-400-450-30-<00-35-670-EB-35-950. The total monthly 
emoluments (with basic salaiy of Rs. 400) amount to Rs. 590. 
Higher start in the pay-scale can be considered ^}r really de¬ 
serving candidates. The post carries benefit of provident fund. 

Applications have to be made in the prescribed forme wbioh 
can be obtained by remitting Re. 1/- (per copy) by M-O. to 
the Hon. Director of the Centre, Details of the qualificatitms 
and experience prescribed for the post and the job require¬ 
ments will be supplied along with the apfdication forms. 

The last date for receiving tipplicatiohs is April, lS7t, 
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Poyertj in India 

A Comment 


Ranfit 

IN a highly interesting paper,' Dande- 
kar and Radi (hereafter, DR) have 
shown that 40 per cent of the rural 
population and 50 per cent of the urban 
population arc below the level of mini* 
mum necessary consumption with 
respect to even calory intake. These pro¬ 
portions have remained remarkably 
stubborn over the years between 1960-01 
and 1968-69. The dimension of poverty 
is indeed staggering; its intensity, 
acute. The process of economic growth 
has failed to alleviate it in any way; 
rather the shadow of poverty is deepen¬ 
ing. 

But then DR have a solution also. 

15 per cent cut in the consumer 
expenditure of the richest 5 per ceni 
of rural and url^an population and a 
7.5 per cent cut in the consumer ex¬ 
penditure of the 5 per cent rich below 
them is all that is needed. The burden 
is not great if the rich will see reason. ”2 
Of couse, the burden is not great il 
^ this as such is put alongside the fact 


K Sau 

may give them the desirable minimum 
living”.* 

But can unskilled labour alone, un¬ 
assisted by tools and raw materials, 
build roads, minor irrigation systems, 
and all that? DR casually remark* that 
the wage and non-wage costs of such 
projects should be in the ratio of 75:25, 
In other words, in order to pay Rs 
75 to the rural poor, a project with total 
cost of as much as Rs 100 has to be 
undertaken. It follows from the very 
assumptions of DR themselves that for 
placing Rs 822.4 crores in the hands of 
the rural poor, an expenditure of Rs 
1,096.5 crores — not Rs 822.4 crores 
— has to be incurred on labour-inten¬ 
sive projects. Accordingly, the rich 
man's burden goes up by 33.33 per cent 
over and above what DR have estim¬ 
ated. 

What is more, in terms of a calcula¬ 
tion by Dandekar himself, the wage- 
cost of labour-intensive projects consti- 


Maidi SO. 

tutes, not 75 per cent, but 40 per 
the total cost on an average 
1), even when "the share of 
the various projects has been esHmatea' 
on a rather liberal basis".* Let him ' 
be a little more liberal and assume that" 
the share of labour is Instead 50 pet" 
cent. Now, to give one rupee fn wages 
to the rural poor, the rich then must; 
reduce his consumption by, not ono, 
rupee, but two rupees and let it be 
invested in labour-intensive projects. If 
so, it follows that the DR calculation 
of the rich man’s burden is an under- 
estimation of the order of 100 per cent 

n 

Of the urban population, 50 per cent 
are below the poverty line. Again 
ignoring the bottom decile, th^e were 
40 per cent of the urban xK>pulation, 
or 4,18 <;rores of people, in 1968*69 
who needed to be lifted up wlth^ a 
suitable employment policy. Their per 
capita annual consumption is Rs 344 
as against the minimum requirement of 
Rs 486; thus there is a gap of Rs 142 
per head. Clearly, it rerjuires a sum 
of Rs 593.6 crores to make up the 
deficiency (Table 2). 

DR, however, strangely argue as 
follows; One can “Ignore the problem 


that the per capita consumption of the 'Jable 1: Total Project Cost ano the Share of Labour Cost in Laboxxr- 
top 10 per cent rich is more than three Iniensive Projecis of the First Five-veah i*LAN 


times of what is considered to be the 
basic minimum. There however, a 
snag; for DR have, in many ways, 
^riously underestimated the "rich man's 
burden" 


I 


Ignoring the poorest decile, there re¬ 
main 30 per cent of the rural popula- 
.tion who were below the poverty line 
.in.-4068-69. Their per capita annual 
consumer expenditure is Rs 260, as 
compared to Rs 324 which is taken to 
be the basic minimum. Roughly, 12.85 
crores of people fall in this categoiy. 
In order to make up the deficiency in 
their per capita consumption, therefore, 
it requires Rs 822.4 crores. DR nave 
computed that the above-mentioned cuts 
in the consumption of the top 10 per 
cent rich would release this amount. 

"Indeed, *%e war on poverty" has to 
be Initiated in the rural area. And 


"the strategy... would be to spend, 
boldly — far more radically than ever 
^ore on a continuing laboux^inten- 
.. construction programme"* <3bn- 
sistihg of *^jnrdjects of land de^opment, 


aSdrestation, road <;onstruc> 
1^ ^1^, place 


IVoject 

Plan Provision 
(Rs crores) 

Estimated 
Labour Cost 
(Rs crores) 

Labour Cost 
as Per Cent of 
Total Cost 

Cetitral Plan 




Local works 

15.00 

7.50 

50 

Piogiammcs for scarcity 
affected areas 

15.00 

10.50 

70 

Multipurpose projects 

255.90 

51.18 

20 

Roads 

41.24 

28.87 

70 

Ports and harbours 

40.04 

8.01 

20 

Housing ■ 

38.50 

19.25 

50 

Works and buildings 

13.52 

6.76 

50 

Total 

419.20 

132.07 * 

32 

States” Plan 




Land improvement 

11.54 

8.08 

70 

Minor irrigation 

19.55 

13.68 

70 

Afforestation 

2.60 

2.34 

90 

Communication (forests) 

150 

1.05 

70 

Water supply, drainage, etc 

20.34 

7.12 

35 

Irrigation projects 

212.38 

106.19 

50 

Power projects 

147..34 

22.10 

15 

Hoads 

90.05 

63.03 

70 

Housing 

10.51 

5.26 

50 

Total 

515.81 

228.85 

44 

Grmd Total 

935.01 

360.92 

39 


Dandekar. op cit, p 84^ 
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Table 2 : Data Hegaroino the Rural Poor (Exci.uding the Lowest Decile) 
AND THE Urban Poor {Excluding the IIowcst Decile) ~ 1068-69 


h 1 ^^ 


*"3 «d 

l&sS 


?|| I I 

£y. cci^oqS bj>:OS hospc bS 


(1) 

(2) 

(3) 

(4) = 

(5) 

(6) = 

’ (7) 

(8) = 




(2)—(3) 


(4) X (5) 

(6) + (7) 

Rural 

324 

260 

64 

12.85 

822.4 

S22.4 

1,644.8 

Urban 

486 

314 

142 

4.18 

593.6 

593.6 

1,187.2 


’'Assuming that labour and non-labour costs are in 50 : 50 ranc 
Source; Dandekar and Rath, op cit, (except for cols 7 and 8). 


of urban poverty because ... urban 
poverty is mainly an overflow of the 
niral poverty so that if the problem is 
tackled in the rural area, the situation 
in urban area would duly improve**/ 
DR have not cared to elaborate on this. 
In any case, the reasoning is far from 
convincing. 

The elimination of rural poverty per se 
may at best stop further overflow into 
urban poverty. But it is not at all 
clear as to how it would help wipe out 
the exisiiuff urban poverty which is by 
no means marginal in magnitude or 
lacking in obstinacy over time. 

If the rural strategy is applied in 
urban, area also, and if the wage and 
non-wage costs of projects are in the 
ratio of 50 : 50, the total cost would 
amount to as much as Rs 1,187.2 crores 
(Table 2). 

The rural and urban wage bills 
together thus work out to be Rs 1,416.0 
crores. If the shaie of non-labour cost 
in total project cost is 50 per cent, the 
necessary reduction in the consumption 
of the top rich amounts to a total of 
Rs 2,832.0 crores which is precisely 344 
per cent of the original DR estimate, 
namely Rs 822.4 crores. 


Assuming 300 working days per year, 
and a wage rate of Rs 2.40 per day,® 
the w*age bill of Rs 822.4 crores would 
generate jobs for 1.14 crores of people 
in the rural area.® Let us round it off, 
and take the figure of one crore. This 
is indeed a huge labour force. In 1968, 
for instance, the total non-agricultura) 
employment — in plantations, livestock, 
forestry, fishing, etc; mining and quarry¬ 
ing; manufacturing; construction; electri¬ 
city, gas, water, and sanitary services; 
trade and commerce; transport, storage 
and communications; and all other 
services — was of the order of 1^ 
crores/® 

What will this one crore of rural un¬ 


skilled workers do? According to DR, 
long lists of labour-intensive projects 
are lying in all block development 
offices. There can be no doubt there¬ 
fore, claim DR, that there will be 
enough work to provide employment to 
all those who need this tyi>e of employ¬ 
ment.^^ The claim, however, yet re¬ 
mains to be substantiated with evidence. 

In any case, for how long will these 
labour-intensive projects provide employ* 
ment to one crore of unskilled rural 
workers? The construction periods oi 
projects such as road, small irrigation 
system and rural housing, are typically 
within the range of two quarters and, 
say, three or four years. How long can 
they go on building roads, canals, 
houses, etc? 

On the other hand, in the urban area 
the wage bill of Rs 593.6 crores would 
employ some 0.66 crore of people, 
assuming a 300 day year and a daily 
wage rate of Rs 3.00 per head. The 
newly created rural and urban employ¬ 
ment would thus amount to 1.60 crores 
which is larger than the total non-agri- 
cultural employment as of 1968, namely, 
1.63 crores. 

This is the story in respect of the 
year 1968-69. On top of this one has 
to keep in mind that by 1981 the fresh 
addition to the labour force would be 
of the order of 8 crores.^ 


To sum up, it is grossly misleading 
to assert that M that is needed in order 
to eliminate xwverty in India is a 
labour-intensive rural construction pro¬ 
gramme of Rs 822.4 crores per year. 
First of all, the rural population itself 
is likely to keep on expanding at the 
annual rate of about 2.5 per Cjwit The 
proi>ortion of people below the poverty 
line being stabloi it woidd iNKin itsider, 
a Rs 822-crore programihe: inade¬ 

quate in relation to Ae jtoA. .Seo6ndly» 
the urban poverty also •uaeda a 


attack, which would involve an adeb^ 
tiooal wage-bill of Rs ciorei^ln 
the perspective of the year 1968-flO. 
This has to be increased over time in 
step with the volume of urban popula* 
tion who would be otherwise bebw the 
t poverty line. 

The scope for building the rural and 
urban infrastructure is sot limitless; the 
employment programme as it is cannot, 
therefore, continue for ever. Sooner or 
later these workers have to be absorbed 
\ elsewhere in the economy. Hence the 
entire development plan of the country 
has to he formulated accordingly, so that 
when the time comes there would be 
enough suitable jobs for all of them 
in other lines of activity, This neces¬ 
sarily calls for a fundamental reorienta¬ 
tion of the entire development strategy 
in India. 

Finally, the magnitude of necessary 
reduction in the consumption of the top 
rich depends upon the ratio between 
labour and non-labour costs of labour- 
intensive projects in question. If, for 
example, the ratio is 75 : 25, the DR 
calculation for the rural construction 
programme alone is an underestimate 
by 33.33 per cent. Alternatively, if it 
is 50 : 50, the extent of underestima¬ 
tion rises to 100 per cent. Now in case 
both the rural and urban employment 
programmes are taken into account, the 
DR estimate falls short by some 244 per 
cent. 
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Municipal Socialism 


Ashish Bose 


The sudden upsurge of socialism in India has not yet percolated down to municipalities. 

It is rather unfortunate that maharajas and not municipalities got all the prominence in the first 
round of the battle^ In fact, the possibility of municipalities getting any attention from the champions 
of socialism who are cdl the time concerned with national issues is indeed remote. 

The cities continue to be neglected by the State GovernmerUs as well as the Central Government 
though there is a belated realisation that the neglect of Calcutta has been suicidal from any point of 
view — political, economic or social. 


THE Fourth Five-Year Plan does 
admit that **the situation in regard to 
growth of population in metropolitan 
centres, particularly of Calcutta and 
Bombay, is already so dilhcult as to 
make it almost a law and order pro- 
biem". But the implicit assumption 
here is that the growth of population 
is creating all the problems. It is our 
contention that it is not only the 
growth of population which is creating 
severe urban problems but also the 
lack of a social philosophy for urban 
development, a callous disregard for 
the problems of the poor and the craze 
to construct impressive buildings and 
showpieces to generate civic pride. 

Many of our national leaders were 
associated with municipal work during 
British rule in India. Notable among 
, them were Pherozeshah Mehta, 
Surendranath Banerjea, Lala Lajpat 
Rai, G K Gokhale, Vallabhbhai Patel, 
C R Das, Jawaharlal Nehru and Subhas 
Chandra Bose. Their speeches, writ¬ 
ings and actual work reflect their 
great desire for urban development 
with political freedom and social 
justice, a concern for the poor and a 
spirit of dedication to municipal work. 

^ Unfortunately, however, the advent 
of freedom, far from improving muni¬ 
cipal administration, witnessed a re- 
'•marl^ble deterioration. Some of the 
'^fa'ctors which contributed to this ar^: 

(1) The drafting of top national 
leaders to Parliament and the Central 
Gvemment and to some extent to the 
State legislatures and State Govern¬ 
ments, leading to the utter neglect of 
municipal work which tends to be 
dominated by undesirable politicians. 
This has resulted in increasing political 
nepotism and corruption. 

<2) With the increasing pace of 
urbanisation, the demands made on 
municipalities have vastly increased. 
The taxes and grants-iu-aid have also 
Increased and the resources available 
/to mtinicipalities, though out of pro- 
poison jn the needs of u|rban ,deve- 
haVe/llhQreased very substan** 

- Kewi fbnctlofis bke, housing 


have been added to municipal work 
and growing industrialisation has 
brought more power to municipalities 
in the form of granting licences, etc. 
Thus both in terms of money and 
authority to control money through 
transactions in land and housing, the 
importance of municipalities has vastly 
increased while, at the same time, the 
calibre and integrity of persons con¬ 
cerned with municipal work has de¬ 
clined. Corruption is inherent in such 
a situation. 

(3) Very few attempts have been 
made to discard the early 19th century 
framework of municipal administration, 
laws and bye-laws, rules and regula¬ 
tions, procedures and practices. This 
obsolescence has put a brake on urban 
development. The cities today have 
to plan 30 years ahead — that is for 
the 21st century — while the institu¬ 
tions which are supposed to implement 
these plans are a hangover of the early 
19th century. The five-year plans have 
helplessly admitted the severe limita¬ 
tions of municipal administration while 
doing very little about introducing 
radical changes in such administration. 

It will be worthwhile if our leaders 
today go through the record of muni¬ 
cipal work of the earlier generation of 
leaders during British rule. It must 
be pointed out that these leaders were 
greatly handicapped in their efforts at 
urban development by the very limited 
powers they enjoyed. In fact the 
prime objective behind Lord Mayo’s 
resolution of .1870 establishing local 
self-government in India (and this is 
true of subsequent Resolutions during 
British rule in India) was containment 
of the national upsurge by giving 
limited administrative responsibilities 
to Indian leaders without adequate 
financial power. The emphasis was on 
maintenance of essential services like 
sanitation and water supply and not on 
urban development as such. 

By way of illustration we shall refer 
to some of the biographies and drscuss 
a feV relevant poipts. Pheiogeshah 
'Mehta (1*45-1915) was associated with 
the Bombay Corporation for over 38 


years ever since he joined it in 1872, 
He was also Chairman of the Corpora-' 
tion thrice. He was instrumental in 
Bombay acquiring the pride of plac$ 
among the municipalities and corpora¬ 
tions in India. 

Pherozeshah Mehta’s biographer 
writes: “He had kept himself untram¬ 
melled by the restraints of office, and 
had ruled the Corporation with a firm¬ 
ness, wisdom and moderation, which 
had earned for that body a high repu¬ 
tation among the self-governing insti¬ 
tutions in the country.’^^ In contrast 
Lala Lajpat Rai was associated with a 
small municipality, namely, Hissar in 
Punjab. He joined the Hissar Munici¬ 
pal Committee in 1889 as an honorary 
Secretary- Interestingly enough, he 
represented a ward which was inhabit¬ 
ed primarily by Muslims, l.ala Lajpat 
Rai writes in his autobiography: 

“A European officer of the Military 
Commissanat was President of the 
Committee, He was an extremely 
mischievous and tyrannical man. 
The citizens were sick of him and 
as I advocated the popular side 
and safeguarded the rights of the 
people, both the Municipal President 
and the Deputy Commissioner kept 
an eye on my movements. There 
were twelve Indians and three Euro¬ 
peans in the Committee, Situations 
arose several times in which the 
twelve were arrayed on one side and 
the three on the other — the clea¬ 
vage being racial. In my efforts to 
promote the cause of education and 
of health I achieved a fair measure 
of success during my three years of 
municipal work at Hissar.’’^ 

Hissar at that time Had a population 
less than 15,000. Lajpat Rai suc¬ 
ceeded in activising the municipality 
but the l!)eputy Commissioner viewed 
with extreme disfavour his political 
activities. The district officials were 
also annoyed with him, but Lajpat Rai 
writes: “In municipal affairs generally 
(with the exception of certain things 
done in spite of official opposition) 
they liked my attitude, and appre¬ 
ciated the toning up of municipal ad¬ 
ministration by honesty, intelligence 
and public spirit.”-^ 

Surendranath Banerjca became the 
Minister for Local Self-Government in 
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Bengal in 1921. In his Autobioigraj^y 
he writes a^ut his work as a miftister 
and refers in particular to his coh- 
dffbution to the Calcutta Municipal 
Act of 1923 which was “the realisation 
of one of the dreams of my Iil‘e“. 
Introducing the Act in 1921 he said: 

“To me. Sir, the Bill affords a 
> matter for personal solace and grati¬ 
fication. To me, it means the ful¬ 
filment of One of the dreams of my 
life. Ever since 1899 I have lived 
in the hope of witnessing the re¬ 
birth of my native city, robed in the 
mantle of freedom. I thank God 
that it has been vouch-safed to me 
to have had some share in achieving 
this consummation. I have en¬ 
deavoured to embody in. this Bill the 
.principles which I preached and for 
which 1 lived and worked.’^^ 

Banerjea refers to one of the Des¬ 
patches of Lord Morley in which he 
complains that “one of the reasons for 
want of success of our local bodies was 
that they had little power and less 
responsibility”. He asserts that; “I 
myself had uiged this view in the 
Press and from the platform and now 
that I was in power 1 sought to remedy 
a state of things which 1 had con¬ 
demned. One of the first things that 
I did was to de-olficiaJise the Local 
Boards and to ordiM that their Chair- 
^ men should be non-ofiicials to be 
elected by the Boards."*"' 

Gopal Krishna Gokhale who was the 
President of Poona Municipality gave 
considerable thought to the improve¬ 
ment of local self-government. In 
1909 he submitted a mernorandum to 
fhe Secretary of State for India giving 
a note on constitutional reforms.* 

Sardar Vallabhbhai Patel was elected 
.-•Councillor of Ahmedabad Municipality 
in 1917 and he was associated with 
} municipal work for the next 12 years. 
•He^as also the President of the 
"■tflimedabad Municipality. In reply to 
an address presented by the Municipal 
Corporation of Bombay in 1?48, Sardar 
Patel referred to his work in the 
Ahmedabad Municipality as follows; 

“In the course of your address 
you have mentioned some things 
which 1 have achieved and others 
which X have not; But there is one 
which I . accept without reservation, 
namely^ that I seryed Ahmedabad 
Muni^prfity to the best of my 
capaetty^'v i had un^ojred hai^i-' 
ness the tasks, which I pe^rm- 
ed then. After all, to all of us, to 
serve bur own city must give upi- 
mitigated pleasure and mental 
factibit whhdt I cannot get in 
others aphbre; Funher, to 

dirt el the city is quite dt^ 
itput irom <leah$ipg the diit of 
poUfiipS/ Ftbm former you get 
^ rest KvhHe Ute: Jattet 


keeps you worried and disturbed 
even at night.“» 

K D Panjabi in his biography of 
Sardar Patel writes; 

“He [Sardar Patel, when he 
joined the Ahmedabad Municipality] 
surveyed the situation very care¬ 
fully and was amazed to discover 
that the municipality, a people’s 
organisation, was more or less 
acting under the orders of the 
Collector and the Commissioner. 
The Municipal Commissioner had 
Ixicome so l^ld as to disregard the 
interests and even the explicit 
orders of the municipality. He had 
handed over valuable municipal 
land for song to a person who had 
won his favour by liberal a^ntribu- 
tion tb the Government War Loan. 
This he had done in dehance of 
clear orders of the municipality. He 
had even amended ^the draft of an 
important letter to the Government 
after it had been approved by the 
municipality. Mr Shillidy’s high¬ 
handed conduct gave an opening to 
Vallabhbhai which he used with 
consummate skill. Ho persuaded 
the municipality to demand his re¬ 
moval from office on the ground 
of insubordination. This was a bold 
move on his part, and he argued 
so well that even tfie timid mem¬ 
bers had a surge of courage and 
voted with him. The government 
could not defend Mr Shillidy’s 
conduct and removed him. Tho 
next nominee to this post had to 
accept the authority and control of 
the municipality."** 

Another inteiesting aspect of Saidar 
Patel’s work is revealed by the follow¬ 
ing account: 

“Vallabhbhai now turned his atten¬ 
tion to th^ internal administration 
of the munic^iy^ty. He found that 
the taxes were npt being collected 
from govermiMnit officers and in¬ 
fluential persons and institutions. 
The arrears were mounting up and 
Vallabhbhai took the drastic step 
of publicising the names of influen¬ 
tial persons who had been evading 
payment of taxes to the munici¬ 
pality. He heaped ridicule on them 
and the arrears were paid up.’*® 
Jawabarlal Nehru was the Chairman 
of Allahabad Municipality for 2 years 
(1921-23>. In his Autobiography he 
devotes a whole chapter to municipal 
work. His experience gives a valuable 
insight into the working of municipal 
bodies during British rule in India. 
To quote him at kngth: 

“Most Indian cities can be divided 
into two paits: the densely crowd¬ 
ed city proper, and the widespread 
area with bungalows and cotuges, 
each with a fiirly extensive com¬ 
pound or garden, usually referred to 
by the English as the ‘Civil Lines'. 
It is in these Ovil Lines that the 
English officials gad . businessmen. 

. as well a$ t^dle-class 

Indians, prbfessioiuu men, officials, 
etc^ live. The income of the 
municipality from the city proper is 


gieater than that from/the <3viM 
Lines, but the expenditure on 
latter far exceeds the city expenai^:^ 
ture. For the far wider area cover* - 
ed by the Civil Lines requites mot'e/ 
roads, and they have to be repaired^/; 
cleancd-up^ watered, and iightedt." 
and the drainage, the water supply,, 
und the sanitation system have rq > 
be more widespread. The city part 
is always grossly neglected, and, of ^ 
course, the poorer parts of the citv 
are almost ignored; it has few good ' 
roads, and most of the narrow lanes 
aie ill-lit and have no proper drain- , 
age or sanitation system. It puts' 
up with all these disabilities 
patiently and seldom complains; and 
when it does complain, nothing 
much happens. Nearly all the Big 
Noises and Little Noises live in the 
Civil Lines. 

“To equalise the burden a little and 
to encourage improvements, I want¬ 
ed to introduce a tax on land values. 
But hardly bad I made the sugges-,. 
tiun when a protest came from n 
government official, 1 think it was 
the District Magistrate, who point¬ 
ed out that this would be in contra¬ 
vention of various enactments or 
conditions of land tenure. Such a 
tax would obviously have fallen 
more heavily on the owners of the 
bungalows in the Civil Lines. But 
Government approves thoroughly of 
an indirect tax like the octroi 
which crushes trade, raises prices of 
ail goods, including Lxjdstutfs, and 
fails most heavily on the poor. And 
this most unsocial and harmful levy 
has been the mainstay of most 
Indian municipalities, though, I 
believe, it is very slowly disappear¬ 
ing in the larger cities.’*^** 

Deshliandhu Chittaranjan Das was 
the first Mayor of ihe Calcutta Corpo¬ 
ration (1924). His biographer writes: 
“The inaugural speech of Desh- 
bandhu Das as Mayor expressed in 
vivid terms his conception of civic 
administration. It was clear that 
his approach to civic life was diffe¬ 
rent from his approach to Council 
eniiy. Here he was out to build 
and not to destroy. He laid down 
the following piogramme of work 
for the Corporation: free primary 
education, free medical relief to the 
poor, purer and cheaper food and 
milk supply, better supply of filter¬ 
ed wafer and unfiltered water, better 
sanitation in business and congest¬ 
ed areas, housing for the poor, 
development of subuiban areas, im¬ 
proved transirort facilities and 
greater efficiency in administration 
at a cheaper cost»"^‘ 

In the context of new slogans for a 
socialist society which are so often 
repeated today, it is pertinent to keep 
in mind what C R Das said in His 
inaugural speech: 

“It is the great ideal of the Indian 
people that they regard the poor as 
Oaridra Narayan. To theni God 
comes in the shape of thC' poor.. 
The service of the poor is tha 
service of God to the Indian mUi<L ! 
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I shall, therefo* \ try to direct your 
activities to the service of the poor. 
You will have seen that in the pro¬ 
gramme which I have drawn up, 
most of lh(} items deal with the 
poor. If the Corporation succeeds 
even to a very limited extent in 
this work it will have justified it¬ 
self.”^" 

C R Das chost' Subhas Chandra 
as his chief executive officci. Bose 
later became the Mayor of Calcutta 
(1938). One of his spcech< s delivered 
during that time refers to municiDal 
socialism. To quote him; 

•‘While in Europe, I had the 
opportunity to study the socialist 
municipality of Vienna. Anyone 
who has been to that city cannot 
return without being convinced of 
the impoitiince and significance of 
the working of that municipality to 
all those interested in civic affairs. 
Dining the last twelve years the 
Vienna Municipality has provided 
good housing to 200,000 persons, 
without raising loans. The entire 
cost has been charged to the revenue 
and realised through taxing enter¬ 
tainments. The Municipality has 
clfectively solved the problem of 
water supply, roads, education for 
children, health, inlant mortality 
and hundicds of other problems. If 
so much can be done in one city, 
naturally it has its importance for 
other parts of the world. 

Subhas Bose reiterated what C R 
Das stated, namely, “Every civic body 
should bi' made into a real poor men’s 
corporation”. He also asserted that 
“In the woild today, civic affaiis arc 
consciously or unconsciously moving 
towards municipal socialism. One 
ought to undeistand what this term 
implies; there is no need to fight shy of 

This was said more than three 
decades back. Have we progressed 
since then in introducing municipal 
socialism? 
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'* I never dreamt I would 
own ■ houee. A friondly 
Lie ogent exptainod to me 
how with thi linanciil 
eseiatanco of LIC. thouaonde 
liko me were able to build 
thoir own hootos under the 
“Own Your Homo" Schome. 

LIC govo mo o aubotantial 
lo,ii at • r„Ma,kl, rat, ol intaraat to bulM thia bouta. Undar tbia tebama 
•bar bava aaoelioaad ovar Ra. 17 croraa aa laan to policvboldara for boildim 
or purebaaing raw baiiata far raaidantial porpoata." 

UC i total inwftimai on haatiag ia ovar Rs. 2<e crorat. Tha aebama hai racaoilv 
baan txtandtd to all caniraa wbara tba Corporatioa bat a Branch or Sab-Olfica-a 
total of 41$ ctntraa. 


Says RAJAN of Alteppey. 
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i^OM Tixfe CHAIR 

The Industrial Credit and Investment Corporation of India Ltd 

Statement by the Chairman, Shri G L Mehta 


THE followinjL? are extracts from the 
Statement by the Chairman, Shri G L 
Mehta, circulated to the shareholders 
with the Directors' Report and Accoutits 
•for the year ended Dticember 31, 1970: 

A DiSAProiNiiNG Year 

111 many senses, 1970 was a disap¬ 
pointing >ear — a year wlien slight 
gains in some splicres were more than 
conntiT-balanced by setbacks in otbeis. 
The most noticeable achi(i\<'nieijt of tbc 
Veai was a good foodgiain barv<’st lor 
the toLirth consecutive year, a harvest 
l<jr the (list lime exceeding 100 inilliou 
tonii(‘s figuie. 'I'lie most iinpiessive as- 
ix'ct <)l this .ichi('VCint rit is the evidence 
it gives of the locits that the new agu- 
<iiltural stiategy lias taken among the 
l.iiiMers, laising thiTeliy th(^ floor of 
loodgram produetjon in the country. 

d’he pictiue in other s( ctors — non- 
loodgrain inoduction, indiistiial output, 
^'\l)orts and prices - was less than sa- 
tislaetoiy. Among other agricultural 
crops, the inuduction (jf cash ciojis, 
other than sugarcane, has Ijeen unsatis- 
faeloiy loi tlu' last t\\(j \rajs. vXpait 
Iroin lestiaiTiing inanulactnie ot cotton 
, testiles and piodmdion of vegeta]:)le oils, 
the mam imiiacL of the unsatislaetor> 
liiodnetion levels of thtse crops has 
lieen, as 1 ■‘h.ill mention lat« r, on tli<* 
]irice-le\ el. 

The crmceiitiation ol attention arid le- 
somxes on agiieniturc during tlie last 
five Nears has begun to bear Iruit in the; 
for in ot increased local availabilitN' of 
igncnltnral goods, particularly lood- 
.:feiaitis. This is a dc'velopment wholly 
vvi’lcome, not merely in itself but also 
as a means of improving the general 
.lewel of living of the vast mass of the 
'' jurlty’s population and as increasing 
the potential for industrial growth. 

Even thus, while the precondition.s 
for rai^id industrial development are 
being established, it is evident that we 
seem to have run out of iJolicy initiati¬ 
ves in the field. This is evident not 
only in the .slow growth of industrial 
production but also, in spite of four good 
harvests, the inadequate utilisation of 
industrial capacit}', particularly in en¬ 
gineering industries. 

Industrial growth, after showing a 
notic^eable spurt in 1068 and 1969, 
seems to have slowed down in 1970. 
Industrial production for the first sLx 
inonths of 1970, as measured by the 
index of industrial production, shows a 
rise of 6.6 per cent over the level for 


the eorresp(;nding months in 1069 
against a rise of 7.4 per cent achieved 
in 1969 over the previous year's level. 

It is also evident that the indiKstriul 
lecoveiy, such .is it is, js unevenly 
^piead. While ctiiisumei goods industiies 
suffered fht‘ least Irom the recession 
and ha\t‘ made up most of the leeway 
in idle eapaeitv, the positicin in respect 
of inleimediafe goods and capital goods 
industries, particularly the latter, re¬ 
mains misatisf.ietoiy. And urih'ss we 
i .111 impiovc the lafc* of utilisation of 
eaiiacitv' m tli(‘se (wo .sectors of indus- 
tiv tlieie IS little prospict of icviving 
th»‘ ovfjall r.ite ot iiidiisliial investment 
m till eeonom\'. 

Several laetois .ue lesiion-^ihle ioi ih' 
slowdown m the pace of mdustn'.d 
giowth, IVihaps', the leduced availahi- 
lily ol Lotton and vc'getahK: oil-s('eds 
has lestiaiiuxl pioduetion ot cotton tex¬ 
tiles and vegi tahle oils, t^ ifiaps, a 
moie mqinitant tactor is thi* shoitage ut 
steel, aiismg out of a failure to use 
liillv' the eapaeif)' alieady est.ihlished in 
State-owned steel units, particulaily at 
Dmgapm and Romkela. Steel being a 
basic t'onnijodit), its slioilage has 
(‘([ii.ilK- \\ idr‘ i<‘pereiissions. Steel 

slioilac’ li.is tended to keep xiroduc- 
tion m imther pioci'ssmg seetois at a 
low level; it has also been responsible 
toi the slaeki'iiing ot uui expoiis ot eii- 
gim;(‘img goods. 

Exports .vnd Prices 

'] he most disapxHiintiiig pcilotmanc'' 

IS m n'sjX'ct ot exxxuts and luices. 
Alti'r the lise irr i9f)9-7(), expoifs seem 
to have shppeci by about 3 pei cent in 
th<? fiist six months of 1970-71 in i ela¬ 
tion to llu‘ coi responding peiiod ot 
1969-70. On a closer analysis ot cx- 
poit figuies, it apix'ars that v.liilc non- 
tiaditional exports have more oi less 
stood the giound, the shoittall has been 
mainly m the exports of traditional 
goods. However, botli the sectors are 
responsible for the failure to achieve 
the planned 7 per cent increase in ex- 
t>oi*ts. If the consequenc'cs of this fail¬ 
ure are not quite apparent in the eco¬ 
nomy, it is Ijccause the country has 
built up a reasonable level of foreign 
exchange holdings in the past three 
\eais .uul also because the cctmomy has 
not Ix’en operating at full .steam. 

The other area which causes concern 
is the pric'C-levd. When prices rose du¬ 
ring the three disastrous years, 1964- 
65 to 1966-07, it was possible to blame 


them <in bad harvc'^ts. However, after 
foni good haivi'sts in a row, we can 
point to only one vcai, 1968-69, as a 
\<'ar of r<lative price stability; in all 
otbrr veais, prices have n'sen at a rate 
vaivmg betwc'cn 4 ainl 12 per cent. The 
on]> ledeeming feature of this rise is 
the ridative stability of foodgiain prices; 
l>jices of cash crops, industiial raw ina- 
ti'ii.ds and fiiiislK^l goods have been 
continuously ci(‘epmg up. It is evident 
that di'm.ind, i.itlier than supply, factors 
ar<^ responsibl** for the continuous rise 
Ml luices. The need for discipline in 
mumtaiv and iisc.il policy fields is ap- 
[laient m mrIi ,i situation. It is neei^ssa- 
i\. III I his context, to watch the impact 
ol thi ic(eijl iis( m Bank Rale on the 
ec<mom>. 

'J he pii'tiin m the industual fi<*ld 
should he a eansc ol some conecun. The 
mdnstnal lec'cssioji following the Indo- 
Tak eniiflu t lioHight to a near-halt the 
inv^estini iit procN'ss in industiy, both in 
the piihhe and m piivatc sectois. Not 
onlv did mihalances become apparent in 
till- industual stiiirfiirc*, but there also 
Sf'ciiied to l>t' excess cajiai ily jn the 
\clioli‘ mdnstnal fit Id. 1 he excess ca- 
])at'il\' was most vjs'hle in the macln’ne- 
fooK .md tajnlal goods mdiistiics, le- 
flt'c'lmg the mal'ility of the economy to 
absoib the coni sponding investment. 
Tht‘ Cioveanment itself felt obliged to go 
slow on mdiistiial investment, l(;r ex¬ 
ample. h\ putting <41 planning of now 
sl(‘< l ('.ipaeitv. 

(.aadiiallv as investment lias been dor¬ 
mant, the cNct'ss eaiiacity is being 
woikeil oil in ‘.omc sectors b>' the se- 
cnlai iiN(‘ m dein.aiid lor industiial 
go(MK. With mdu.slnal (ai)acjty show- 
mg (Mily maigiiial rise, even the small 
use. III iiidiisliial iiioduction this year 
ic'flocts a piopoi I innately better utilisa¬ 
tion ol eapai’itv' aiul .in incicasing l<*n- 
di'iiey to leacb the capacity ceiling 
III many industries. In fact, in many 
indnstrii s ]ik<* paper, steel, iion-fciTOUs 
medals aiul so on, shortages have lM?gun 
to apix'ar — a position which W'ill be¬ 
come moie generalised arul accenhiatecl 
ovci the eornirig yeais. 

'I'bis climate for a sjuiit in mdustrial 
investment should have bc'cn further 
accentuated by .specific investment deci¬ 
sions taken by the Ciovcininent. The 
Government has alieady announced a 
decision to set up three steel plants. 

It has also announced its policy regard- 
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iDg Jiccnsing of small cars and proposes 
to set up a sip'll! car and a scooter pro¬ 
ject with iorcigi. collaboration in the 
public sector. The main impact of such 
a policy will he not only in mcn^ting the 
present needs and removing one of the 
few shortages in the economy, but also 
in bioadcning industrial development 


through ancillary units. All these in¬ 
dustries should have a large multiplier 
effect on investment in the private sec¬ 
tor. 

IIlsii.^nf Response 

Y<‘t, barring a few industries like 
tractors and automobile tyres, the res¬ 


ponse from the private sector has been 
hesitant. There are many reasons for 
this hesitation, and these need to be 
fully appreciated. In the first place, 
industrial rec'overy is neither as gene¬ 
ralised nor so quick-paced as to infuse 
confidence in the private sector; the 
slow-down of growth in 1970 would 


The driving force fbi* 
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rigorous tropical conditions...and are best sijited for industrial trucks, 
mobile cranes and^other battery powered vehicles. 
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st*(5rn to continue the hesitations of those 
• w ho are sitting on the investment fence. 
In a sense, we are In a vicious circle of 
an: jin vestment deadlock which is deep¬ 
ened by lack of investment. Secondly, 
the country is in the midst of a transi¬ 
tion in respect of its industrial invest¬ 
ment policy, whose full implications 
h^ve still to be worked out by the Gov¬ 
ernment and absorbed by the entrepre¬ 
neurial .sectors in the economy. WJiat 
has, therefore, happened is that while 
the entrepreneurial initiative and enter¬ 
prise of the existing groups have been 
blunted, the expected upsurge of new 
and favoured categories of entrepre¬ 
neurs has not come up to take its 
place. 

The major areas of unceitainty in po¬ 
licy arc the spheres of industrial invest¬ 
ment assigned lo clifferent entrepreneu¬ 
rial categories. In recent announce¬ 
ments, the Cov('rnment has sought to 
demarcate tlic areas of operation for 
different cntreprcneuiial categories. Ne¬ 
cessarily this has a negative, restiictlve 
vlant as rcganls fiocdom of investment. 
If the Govenuncnl wants new entrepre¬ 
neurial classes to tome np — as it 
should seek to do —, it is not suuicient to 
restrict the entry of laige houses i/i 
these investment categories: it is de¬ 
sirable that positive inducement is ofler- 
ed to the entrepreneurial categories 
which are sought to he encouraged. 

ik 

It is also necessary to re-exaniiiie the 
stiuctnre of planning and control in the 
light of developments during the last 
twenty years. Over this period, the in¬ 
dustrial base in the conntiy has expand¬ 
er^ considerably. Moreover, the instru¬ 
ments of financial control have increas- 
y’ngly come into the hands of Goveni- 
jment. Once detailed control is possible 
at th^'’ financing stage, it is possible to 
look upon administrative contiol as a 
less impoitant element in the regula¬ 
tion of the economy. At the same time, 
it is desirable that industrialisation is 
broadened both concerning entrepre¬ 
neurs and according to regions. I shall 
refer later to various moves by finance 
institutions by which they seek to give 
preferential treatment for these pur- 
po.ses. 

BnoADEn View Needed 

It is alsd necessary that our entrepre¬ 
neurs take a broader view of the deve¬ 
lopment process. Development has, al¬ 
lowing to some extent for upsets like the 
one at present, become a self-generating 
force. In such a situation, there should 


be adequate scope for all potential en¬ 
trepreneurial talent in the country. In 
many instances, particularly in ancillary 
units in engineering industries, indus¬ 
trial economics and political foresight 
require that some activities be hived off 
and carried on separately. In other 
words, while a policy of making every¬ 
thing under one roof might have had 
.some justification in days when markets 
were limited and industries not diversi¬ 
fied, it has little ccQ|ioinic basis in the 
present contexjt when markets arc ex¬ 
panding and broader (‘ntrepreneurial 
groups have to be found and started. 
Industrialists also liave an obligation lo 
piovide goods lo consumers at reason¬ 
able prices. The emergence of a buyers' 
market during the last five years has 
made industrialists conscious of the 
need to control costs more effectively. 
Moreover, it is essential, as we build up 
industries with borrowed teclinology, 
that we seek to develop our own re- 
i»e.iich and develoimient facilib'es. 

Facets of Industrial Philosophy 

'I'h^'sc a.spccts of industrialisation — 
bioadcning the industrial effort, cost re¬ 
duction and research and development 
— arc all facets of a dynamic industrial 
philosophy which our industriahsts need 
to develop on their own. Our indus- 
tiialj.s’ts have, in the past, like our eco¬ 
nomy, concentrated their efforts on 
solving tile immediate problems of in¬ 
creasing production. However, the en- 
viionnient in which industry operates 
continually changes; so also tiie empha¬ 
sis on different aspects of economic and 
social policy. Industiy by its nature is 
flexible in its approach and has to keep 
pace with the changing needs of the 
economy. I am confident that the newer 
and finer needs which manifest tlicm- 
selvcs and will become important in tlic 
coming years will be recognised and iu- 
du.sti4alists will mould their action ac¬ 
cordingly. 

ft 

Significantly, given India's situation, 
lime is hardly on our side. At the pre- 
.sont rate of development, the economy 
is not able to absorb the increasing po¬ 
pulation in the working-age group. In 
the last three years, while the economy 
has stood still, the number of those seek¬ 
ing jobs has steadily increased. 

Over a period, the situation is likely 
to get worse and not improve. It is true 
that the green revolution, especially the 
resort to increasing mechanisation in 
agriculture, has not had an immediate 


adverse impact on employment In agri¬ 
culture, particularly of the landless'and 
unskQlcd labour. Nonetheless, in the 
long run the increasing farm output is 
bound to be produced with less — al¬ 
though skilled — labour. And while in¬ 
creasing — and perhaps, cheaper — 
lood siipplie.s might compensate today 
for the loss of employment prospects, 
such supplies would hardly have any 
meaning to the unemployed. 

The prospects, if the present trends 
continiK*, .arc, indeed, alanning: an eco¬ 
nomy with increasing food supplies but 
lessening employment opportunities. No 
svstem, political or economic, can exi>ect 
to st.ind the strain of such an evolu¬ 
tion. 

There are no simple solutions to such 
a piohlcm; what is disheartening is that 
the problem has been relegated to a 
suboidmate place in the present order 
of prioiitit's. We have now reached a 
stage where the consequences of inac¬ 
tion aic far \\orse than of action, how¬ 
ever misconceived. 

In the long run, on«‘ answer to tlie 
I)ioblein lies in slo\\‘ing dowai substan¬ 
tially the rate of growth of population. 
Because such a remedy takes a long 
time to u'oik out, it is appropriate that 
we start on it now. It is unfortunate 
that after an initial spurt the family 
planning drive seems to have lost its 
momentum. 

Ceomeiiu(M. Rise Necessary 

In the iinincdiatc present, tlic pro¬ 
blem is not only to absorb the existing 
unemployed — not excluding the edu¬ 
cated, technically and otlicrwise, on 
whom real resources have been .spent 
to build up their specific skills — - but 
give them jobs in non-agricultural acti¬ 
vities. It is also nei c'^sary to build up a 
l^K)tential in these spheres to absorb the 
increasing number^ in working-age 
groui>s and lo take up those who wiU be 
icleased Irom agncultuie. In other 
words, the job potential in the non- 
agricultural sectois will have to rise geo 
nietiically to meet the increasing demand 
ior such jobs. 

In such a context, it is not the wage- 
lalc hut the employment rate tliat as¬ 
sumes importance. To the extent low- 
paid productive jobs are created, the 
strain on resources is reduced; to the 
extent jobs arc created near the idao* 
of lesidencG of job-seekers, problems of 
urbanisation — and, consequently of 
additional resources to provide the so¬ 
cial infrastructure like housing — are 
minimised. 

There are two activities which meet 
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these- requiremtuls; construction and 
road transport, L r hn tunately, our plans 
reveal th<‘ negleei ut these two activities 
in the; past. Not only to make good 
this neglect but al.so as an instrument of 
solving th(^ urgent problems ot the eco¬ 
nomy, a ic-oneulatioii in emphasis needs 
to be given to our planning prioiities. 

It would then be essential U) work out 
the jinpliratioiis ol sneli a ini)gi.unin<‘ 
on the Jisoiiue letpiiuincFils in otliei 
Sphen-s maiMilaLtIIIjng and Uitiaiy, 
and provide them the jetiuiied jesoni- 
ecs. r nn inrliiK’d lo think that sik h a 
plan would nol iindnly ineiease the ag- 
gregati loieign e\ihang<- n (iiiiiejneiitN 
ot the eeonorii}, aial the loieign e\- 
ehangi- coiisliainl i-^ nol likel> lo be- 
eonie woise. 

Tilt' elioice befoie the economy is Iv’- 
eomiiig nH:r(MMngly t lear: is it to b«^ 
it capital-intensive, Ingb-wage dt^vclop- 
nient ol a nanow base oi a bioad-based 
low-wage emplovTiu'iit“C)itented develoi^- 
inent elloii? We have fiied out the lirst 
allernativt', and ihf g.on'«, lliougb Mib- 
stanlial in iinhistnal tenns, liave been 
n.uiow Ml l< nits ol employiiu iit provid- 
(‘d, and in llie potential lor cieating 
employment v)pj)oitnmti<‘s and in gene¬ 
rating resoiirers. 

Mi=;\suhfs 

Jl is in this eont* \t llutl soaiK' jiceiit 
nieasuus ntt d lo he examine' d The 
(lOveinintMit is giadiially building n]) a 
])iogianiine loi gineialmg oH-se.ison 
('iiililuN nu nt oiipoiliinilK s. The cxpeii- 
cnee ganietl with the tnilial piogianuiie 
should prove lielpful in d('velu]>itig more 
bioad-based piogianmu’s later. 

Th(‘ object ot all planning is. in the 
ultimate analvsis, lo rna\iinis<' willaie. 
The Govi'innieiit ill'll now leeugmsi’s 
tlie need to eiisine ineieased wellau'. It 
is neessarv, iheK'loie, that C'.ov ei ument 
eiuotirages piiblu' eflort lo help iminove 
the economic ami social vveUare ol tho 
people. 

* 

In till* limited spheies falling within 
tlicii jiuiview, the finanee institutions 
havi' also taken steps to broaden the im- 
pael ol iben opeiatious. Under their 
initiative, suiveys hav(' been eairied out 
in vaiums States detcimino their 
industiial potential and to suggest mea¬ 
sures to realise such potential. The el- 
iort has been to identify projects which 
are based on local resources and which 
would be of maximum bcneGt to the 
people. Your Corporation has played, 
along with th(' other finance institutions, 
nn active part in these sinvevs. The 


task has involved detailed examination 
of data and consultation with the State 
officials eoiRcnicd. We expect that 
most oi lh<‘ Stiites would bi' covered by 
lh(‘ snivi>s during llui current year. 
SiK b work has lielped not only to lay 
the loimdations ol a broad development 
ellort lo be undeilakt'ii in the coming 
y«‘ais hut wuuid also help to increase 
till' bnsini ss potential of your Corpoia- 
lion, as, nick'td, oi the othi'r Gnanci' 
mstilutioiis. 

In backwaid .ncas, the financt' insli- 
1 1 it ions miisl necessarily play a broad, 
pi(nnolion<il role and take a long vjt;\v 
of tlie (levelopini'rit pioc'^'ss. To this end, 
)()iii Canpoiation, along with the utbei 
liiianee institutions, lias announe<‘d cer¬ 
tain ('oneessional tenns as legaids thi' 
rale ol inteiest, period of loans and se¬ 
em ilv (’oveiage, ior projects set up in 
such anas. It is to be hoped that the 
States would take thi,s opportunity to 
prr)mot(‘ at lively industries witfiin their 
holders. 

^Oni (ioi 1)01 ation has also sought lo 
bio.i(l<‘ri its assislaiiec to small entu'- 
IJU-m-iiis. Its i)oliry to extend foreign 
emnauy loans to '-ma'l enterprises has 
Ix'en assniinglv .successful. In 1^70 
aloiu, the mimbei of foreign currency 
loans of Hs 5 lues and lower amniintc'd 
to 5.1 'fin' Oirpnration has saiietionetl 
loans loi a total amount of Rs 47 lacs 
lo 22 punting pi esses in 1970. The num¬ 
ber ol [Moprietaiy and iiartneaship coii- 
(s ins assisted so far eomc'S to 17. 

Last \'e.ii in in\' statement 1 bad 
spoken to von afiont the iinportanee of 
b( seai(h and Development in indnstiy. 
In order lo know moie about the slate 
uf induslnal ii'st'aich in the country' 
and to i)r()mole gr(;ater resc'areh-eoii- 
aioiisiK^ss. m Deti'inbei 1970 wt' hf'ld 
.1 (.'nnh lent (' on Hesc .irch and Devc- 
loj^mi'iit. atteiidc'd by about 160 icpie- 
^t ntalivt's liom industry, govcniment, 
national laboiatoiies, technological in- 
st it lilt's and financial institutions. The 
1 espouse we it ccivcd W’as overwhelming. 
We propose to follow-up on the various 
suggestions made at the Conference for 
lostcimg industrial lesoaich in the 
country. 

l.wusiMEM AI T.OW Ebb 

In all these matteis, it is a broad and 
long-term view of the procjess of deve¬ 
lopment that has guided your Corpora¬ 
tion's activities. Necessarily the induce¬ 
ment lo invc'st has been at a low' ebb 
dining the last three years. While con¬ 
solidating its operations, the Corpora¬ 
tion ha.s taken initiatives — opening 
offices in Calcutta and Madras, financ¬ 


ing small enterprises, offering conces¬ 
sional finance to industry in backw'ard 
regions — which should help it to ex¬ 
pand its role in future and to serve the 
industrial community Ixitter. Innov¬ 
ation and adaptability are the pi ice of 
smvival as iniich in financing as in ina- 
nnlactnrmg activity. 

# 

4 he CorpiJiation has been examining 
foi somi' time its role in broadening the 
financial fatililies available in the eco¬ 
nomy. Towards this end it has made 
.1 small invt'stnmit in a hire-purchase 
finance company to gain first-hand ex¬ 
perience ol such woik. The Corpora¬ 
tion has also l^cn guaranteeing pay¬ 
ments on purchases made, by its clients 
on defeiied eicdit terms. Another area 
m w'hieh the Coiporation has been 
sreking to take a more active interest is 
bonsmg financi'. We consider that this 
IS a major jaeima in the iircsent financial 
laeibtics available in the economy, in 
iJiat adefjiiate emdit facilities are not 
available to peojile lor housing. IToiis- 
ing IS also an inipoitanl element in total 
eonstuiction activity, and would piovi- 
(h\ besides shelter to those actively eii- 
g.med eLonoinirally, also eTiiploymeiil on 
a Jaige scale. Wc liope that the Cor- 
poiatioiTs I'ffoits will soon bear fruit and 
th(' Corporation will be able to promote 
a Jioiising fiiuinc'e corpoiation in the 
neai iiituK’. 

A 

Last year I had i el erred to the pro 
pos.il lor Slotting ui) a financial inanagc- 
nieiit institute which the Corporation 
had b(*eri actively promoting. I am glacj^ 
to infoiiii you that the proposed insti¬ 
tute has been registered as tlic Institute 
foi I'lnancfal Management and Research, 
anil thiit it h.is received the required' 
tax i.xemption. Shn S L N Simha haT* 
joined as the fiist Director of tlie Insti- 
tiil('. The Corporation has contributed 
.1 sum of Rs 20 lacs, Rs 10 lacs out of 
its own profit and Rs 10 lacs out of a 
sin plus interest fund created out of 
KJW loans, towards the cost of financ¬ 
ing the Institute. Shri D C Kothaii and 
Slui II C Kotliari have donated a sum 
of Rs 10 lacs to the Instituttff. The res- 
i:>onse from industrialists for donations 
to the Institute has been satisfactory 
anti I would like to tliank on •behalf of 
the Corpoiation all donors who have so 
generously come forward for tliis wor¬ 
thy cause. 

Bombay 

Febniary 11, 1971. 
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Problem: There are 25 dishes 
on the Taj buffet tables. 

All scrumptious. 


What do you do? 




1. Concentrate on one or two ? 

2. Take a little of each? 

3. Make 7 trips to the tables? 

Answer: 

Do some arithmetic. 

The whole lunch including soup, 
dessert and coffee, with impeccable 
service costs only Rs. 15 
Naturally, 
you come again ! 

i ni: lu 11 i:t ll ncii 
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TURNING FROM POLITICS TO ECONOMICS 
HINDU BACKLASH IN PUNJAB 
SACRED CATTLE : THEORIES AND FACTS 
CHINA AND SOUTH ASIA 
REASSESSMENT OF FAMILY PLANNING 





Will India reap 
130 million 
tonnes of foodgrain 
by 1975? 



That depends on the ideas she sows in agricultural 
development. Productive ideas will stress the 
need for plenty of water supply, use of high quality 
seeds, ample fertilizers... 

To make the last a possibility, FCI are setting up 
fertilizer projects in Cochin, Durgapur, Barauni, 
Namrup...Each of these manufactures 600 tonnes 
of ammonia and 900 tonnes of urea a day. 

FCI have often called on L&T for sophisticated 
equipment for their various fertilizer complexes. 
Basic design was from Montecatini of Milano. 
Detail engineering was done by the Planning and 
Development Division of FCI. 

For the fertilizer industry, L&T manufactures 
heat exchangers, pressure vessels, rotary driers, 
evaporator crystallizers in various materials 


of construction like stainless steel, carbon steel 
and alloy steel. 

At Powai, L&T also manufactures cooling towers 
and switchgear that stands up to corrosion. 

Our factory at Madras specialises in Crane & 
Audeo valves. And Engineering Construction 
Corporation (ECC), our wholly owned subsidifiry, 
undertakes construction work—civil, mechanical, 
electrical, including instrumentation. In short, 
the L&T group contributes desim ideas, technical 
and manufacturing skill for the fertilizer and 
other major industries. 

With over 6,000 employees, and a network of 
ofRces all over India, L&T works towards helping 
India reap a richer harvest in industrial 
development. 


LARSEN & TOUBRO LIMITED, ?. 0 . Box 378 . Bombay u 
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TIIE first session of the fifth Lok Subha is intended to be a peii'unctor/ 
affair except for the Presidentidl addreNs on Tuesday and Uh* Finance Minister's 
budget speech the next day, both ol wliich must 1 h* reckoned as the first major 
policy stateimnts on Ijetiall oi the new government. Heading them the first 
thought that occurs is a rathci irreverent one. So laced are both with expres¬ 
sions of the governments concern for the piair and the unemployed and its 
resolve to alxUish poverty, banish nnenipl(»ymeiit, reduce disi^anties and so on 


that one would think that this was the first time that the government was 
waking up to the tacts ol poverty, nneniployinent ami economic ine(iuaJity! A 
good tleal ot th(! ground coveted l)y the two statenu*nts is conunon though, 
expectedly, th(‘ Presidentiai address takes a Inoader sweep w'hich extends even 
to the governnient’s anxiety that lapid econonne development should not 
‘upset the ecological balance m nature*’ However, Mnc<- Uie focus oi 
)ininediat(‘ iiiteiesl is on the goveinnietit's intentions in the' eainoinie field, the 
budget speech sliould bear eloser seintniy. 

In tiis suivt'y of the eeoiitMiiie situation the Finance Ministei takes coinfoit 
in the fact that foi tlie second year in succession, the oveiall late of giowth 
ot th(i economy is expected to nieasme up fully to the taigets set jii the 
Fouith Flan”. This seemingly nnpiessive achievement is. howevei, based 
almost <*xeliisive]y on yet another good Iwclgiams haivest. As is well known, 
the perfurm.inte does not extend tven to ail agiicultuie theie has been 
aijolliei easli eiop famine — and not at all to indnsliy wlu*i.! the latc of 
giowth has been a meie (i pea cent, unutilised capauly has lemaiued substan¬ 
tial and liesli mveslment has been slack. One wishes thi' Fniain t* Minister had 
probett a iittU' deepcj into this state ol (he mdustrial seetoi h; uncover its vital 
link with limping puldie sectoi IMan outlays, both (lom the rl<*,iiaiKl-indueing 
and the supx^iy-eieatmg angles. 


This m.ibility to see tile economy iii the whole abo N ads the jMiianee, Min 
ister to emerge wdth some esolenc pionouncemeiits on the price situation. He 
says: It is now giaieraJly re'CHigrnsed eveiywheji' that wilhout an active 

policy of lestiamt on wages and prices and, (lieiefoK*, on nieomes, we cannot 
avoid a price spua) whnti mows nmfniuously upwaids fioin one indiistiy to 
anotlu’i. I his may lu* may imt be “generally recognised eveiy v\-h(Me”, but 
b(‘loie coiivmemg Imnseif ot its lelevanee to this eountiy tlie J-'manci' Minister 
might ha\<’ caied ttj look up w'hat <1 Miiafi proportion of idl incomes wages 
uloiganiMil Iciboui constitute. Had he clone so he might have tfiiind tfiat wage 
mromc in th< ciigauist'd s<*etoi is a kiml f)f tail vvhieli. howevei siiustei it may 
appear to somr, can haidly In- accused of wagging tin- clog. U might also 
have been instinctive to apply th< wage-push explanation of inllation, so 
beloved ol oui mdiistnab^ts, to some ol thi- items in th(‘ index of whofesale 
piices W'lmh have shown the most disturbing incieases (industiial raw materials, 
loi mstanc'c). 

7 h(‘ close appjoximatjon of tli<- i< visc-<l c^stlmate ol tlie deficit m 1970-71 
to the budget estimate lias bt^eu made possil)le only by llic shorllall ol as 
much as Rs iOO cioies m the Central Covi'nimerit’s Flan outlay. The Finance 
Mini.ster concedes that in industry the shoilfall has been in .some of the most 
vital aicas sucli as steel (liokaio), fcitihsej and pi'tro-chemicals 'J'his is mciely 
a K'lielition ol what liad haiiix'iied m 1909-70 the f'(/urth iMau’s first year. 
And y'ct the Fmaiiei* MmishTs lesjidH'^r to this situation is to r«"siiiiect that 
old panacea, the .so-called ‘‘<juick-\ lelding piojcits" which, it will hr recalled, 
had so admirably smoothed out oiii tiansition from the I'liiid Flan to the 
Ilian holiday. He, sa\s. “Additional s( hemes particularly tluee wliich can he 
lak<*ii up (piic'klv and wlmh can yield quick letmiis .uid mak<* an mijiu's.sion 
at the same tune on tlie wt ll bemg of tin* pooiei sections of the coinimimty 
will also be k<*pt icady to m.ike up foi shoitlalK which becrimc inevitable.” 
Huw' this can “make up” for lack of progiess m steel or bitilisc'rs or petro- 
chcniical.s passes comprehension. 

The other side of the coin of melHeiencv and ineptitude of public sector 
mdustiy is the by-nou routine failure of existing public seeloi units to yield 
even the modest returns e\|X‘cted of them in succ<*ssive hudgefs. The expeii- 
ence of the J 970-71 Inidgel has been no different x\ncl yet the Finance Minister 
would "reconcile giowth and <-ffuiciu\ with reduction in the concentration of 
economic power hy an imaginutivi' and flexihle use of the eorieept of the joint 
.sector and by the expansion of ihe pnlilic .sector”. 

The Budget for 1971-72 jiiovidi's for Hs 74 eiores inoie of Flan assistance 
to the States. Acc'ording to the Finance Minister, he has ‘Vhosen to make 
full provision for Plan a.ssistance to the States even at this stage so that State 



Coverm^nts c4rt pitlceed widj tbc^ 
Annual Plans for 1971-72 with^t ^ving 
to wail for the Central Budget proper 
to he iiitjodiiced next May". But what 
is the rell•va^K'e of this admittedly 
thoughtful orovisioii of a paltry extia 
sum when State OovcTninents, one after 
the otla r, have hc'en ef)ming up witli 
yawning deficits in their hndgt ts \^■hleh 
will ultimately have to Iv inaile good 
by th(! Ci-nliey Of covij'^e, tlie Finance 
Minister’s statcanent (ontains the usual 
<'\hoitation to the States to “ohseive 
the slri('test fiscal distipimo and adopt 
all ])osM))lr measures to iais(' and eori- 
N('ive resOMues*’. Sinelv. hv' now we 
knov\' enough to lealisr tlial these ca- 
hortations are in) Mihstitote loi a careful 
review (j( Cei>tie-St.ite finaiu lal lelatioTis. 

On tl ir whole tih' Biidgr t statem<‘nt 
thus leaves one willi tlie nninistakahle 
feeling that in th(' midst of all the talk 
of ‘chang('’ and 'a new h(‘ginning’, the 
Goveniment’s appioaeh to rcononiie 
pinhleiUs is still dominatt'd In* old 
and worn out id('as like inc<^m(’s poliev, 
qniek-vieldiiur ])Joiects, (wpansion of 
public sector, ie]i<T prnvo'amnv’s to pio- 
vide eTTi]')lovment, and so tm 

Pakistan 

TwO'Nation Theory Again 

Hl'dX)in S liave [list come in as we g(» 
to press »j 1 Ih ‘ break out of, what 
ai)j)eais to l)<\ i full scale civil war in 
Fast Pakist.m. Iweiits m the' last few 
weeks bad !)('» n stea(hl>' moving towards 
this denommcail and it is not vciy 
lehwant to liv the niafive u sponsibili- 
tu’s of tlie vanons [laitic s (or what will 
almost ceilainK he* a bloody confionta- 
tion. y.ihya Klian has ];een obviously 
nuclei seveit' pressure from th<' army 
and, of ccjinsc', fiom West I'akisf im 
politicians, iniiuipally Z A Bhutto, On 
the other hand, yfujib’s ability to man 
oeuvre hail also been restricted by the 
mass ujisnrge foi independent status 
for Fast Fakistan which had swept hiiii 
to Mctoiy in the eltction. 

In taking on the Pakistani army, if 
that IS wh.it they hav<‘ done, Miijihnr 
Uahinan and his followers may appear 
to have* eml^aikc’d on a liopeless iindei- 
taking, fnst.mees au* not wanting m 
leeent liistoiy of similar movements, 
fin'd b\ no less fervent feelings o( 
tultuial historieal separateness and eco- 
noiriie injustice, being brought to lieel 
by the aimed might of the central 
authorities ot tlie eoiiiitriis concerned. 
Pakistan is, bi'sides, a eoiinlry which 
has been latfier well integiated into 
tlu* mtc'iiiation.il political system and 
Ibi' inajoi woild iiowiis liave over llie 
years acquired large- stake's in the 


dHtntfy'ff Indieed ' £a " riift 

Instance even China* which often ap¬ 
pears On the world scene in the role 

of an anti-.sfc4/M.y quo power, is likely 
to have* nmeh difliculty in deciding 
how to react to the developments in 
Fast Pakistan. 

On thc^ other hand, few secessionist 
iiiovenients have had the advantages 
tliiit the one in Fast Pakistan enjoys. 
Most impoitant, of course, is tlie fact 
that the Fast Pakistanis represent the 
majoiity ol Pakistan’s population and 
that, thoiefoie, their movement is seces¬ 
sionist only m the' iiairow technical 
sense. Then again, the vast distance 
which sepalatf's Fast Pakistan from tlie 
West, wliic’li has in efleet int'ant that 
loi two dc‘cad( s it has enjcjyed emo¬ 
tional il not <*('C)n()rnie or political 
autonomy, will now seriously hinder the 
c'eiitial government's effoits to suppiess 
the independence movement, Thc^ pre¬ 
cise size of th(' Pakistani aimv in Kiist 
P.ikist.m is not known, but indications 
.lie that It IS not very laige. It will 
he no e.isy task to Kinloice these froojis 
and k('ep them supplied witli aims, 
ammimitKMi, (ne) and food. It would 
siem that (hr Pakist.ini army would be 
m s<))oiis tinnblf- if it j.s unable to 
establish (ontiol oviT the main cities, 
esjaa iallv iJa. ea and the poit-town of 
Chittagong, m a very short llm(\ 
Finailv, a majoi advantage that Mmib 
and his followers have is East Pakistan's 
t'xtensive lionhr with futlia which on 
th<’ piesi'iil Pakistan governrni'nt’s own 
K'ekoumg is still its foicinost intor- 
nation.i] adv(‘rs.'ir\. 

It gof s without saying that Incb.i 
cannot n'lnain nnmvolved in the devi^- 
lopments in East Pakistan. If one 
u'jec'ts the jiossibility of outright and 
open anned intervention, the options 
opi'u to llic (loverniiKMit of India are 
broarllv two. I'irst, it can express 

sympalh) for the people of E,isl 

Pakistan and lor the rest decide to 
wait and wateh, Seeimd, it can take the 
vi< w’ that tin- insurrection in Fiasl 
I’akistan is going to drag on even il 
immediately th(‘ airny manages to bring 
the situation under control in the major 
cities. To m a t (his situation it may get 
ready to keej:) thi' liorder with East 
Pakistan ojk’H <md accept large num- 
fiers of refugees, jirovide sanctiiarie.s on 
Indian tcriitoiy to Fast Pakistani fight 
rrs and supply thi'iii aims, aiimnmihon 
and other supplies. The chances are 
that while m public il will appear tr. 
be taking the first option in fact the 
Covi'rmni'iit of India will be getting sot 
tor th(' .second. 

Tfie outbreak of tlu* civil war in Ea.sl 
Pakistan c.innot but have profound 
political conscfpiences in West Pakistan. 


' -' eixi ^ batid^, 4^' is' 

blame'the whole thing on Yahya Kh«n*s 
diorts to return the countiy to deiiio- 
cratic politics and,! on the strength of 
that, try to reverse the recent course 
of political ilcvclopinents to perpetuate 
army' lulc. On the? other hand, in the 
eyes of th(‘ people of West Pakistan, 
who had already launchecl a iH)Wciful 
movement for ending army rule, the 
ainiy* w'ill stand discredited for having 
failed to picserve the integrity of the 
countiy. Whichever one ol these con- 
lendmg pressuri's pievails, it is almost 
et'ilain that Yahya Khan's days as 
lYesidenl of tlie fomilry a*c numhereil. 

Planning Commission 

Expert Facade Falls 

Our New Delhi Correspondent 
writes: 

THE resignation of D R Gadgil as 
Deputy Chairman of the Phrmjng Com¬ 
mission, and the m.^nno^ i.i which this 
has come about, signify the failure 
Gadgil’s attempt to isolate the Planning 
Commission from political currents and 
to conhne its loh’ to tiiat of an expert 
udvisoiy bodv. Does tlic dopaiture of 
Gadgil and his collcague.s presage rever¬ 
sion to the earlier position of a Plan¬ 
ning Commission with a dehmte politi¬ 
cal complexion? This is not quite cleai 
yet- 'I'he mention of C Subramaniam 
as a possible choice to head the Com¬ 
mission does suggest such an outcome. 
If, on the other hand, somebody like 
K N Raj IS persuaded to take* on the 
job, the change in the character of the 
Commission may ntit be so explicit. 

However, the iact that the Pnmt 
Minister wished Gadgil to relinq'”.m 
charge on the ground im mly tha* the 
Commission under him di cf Vv.’ show 
sufficient sympathy and enthusiasm for 
the policies and mood of the govcirn- 
meiit, emphasises that the Planning 
Commission, whoever may head it now, 
will have to be more responsive to. Ck* 
political leadership and will peeled 
to morft actively assist the^ government 
in the pursuit of its policies rather 
than adopt a strictly technical posture 
in giving its advice, unconcerned with 
political pulls and pressures. Such ^ 
change in its functioning can Ik of 
positive value from the point of view 
of the implementation whatever plan 
IS dr.'iwn up. The plan is likely to 
command greater prestige than has 
been the lot ol the one drawn up by 
the Commission headed by Gadgil. 

The reorganisation of the Commis¬ 
sion also suggests that the new Com¬ 
mission will be expected to attempt a 
recasting of t\ e Fourth Plan. The 
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danger is that lIiis]eiTort may become 
I an alibi for again evading difficult pro- 
* blem.s, anif>ng them the proI)lem of re- 
» sourer mobilisation. The implementa¬ 
tion of the present Plan has been, of 
course, far from satisfactory. Even 
though the effort envisaged in the hrsl 
two years ot the Plan was modest and 
f'‘H short of the levels achieved towards 
ihe close of the Third Plan, perform' 
ance in terms of outlay on development 
has lagged behind even what was 
‘ ftelined. To that extent tho first two 
years of the Plan have been in the 
nature of a continuation of the Plan 
holiday. 

Railways 


Losing in a Sellers' Market 


THE ptiformance in 1970-71, 

resulting iii^a deficit of Rs 24 crores, 
be deemed to be good only in 
Comparison with the \Noise jiiognostica- 
tions made earlier. Gross traffic 
receipts f>r the first time crossed the 
Rs 1.000 croje maik, being Rs 1,004 
crores. Compared to the modified esti¬ 
mates for 1970-71, the rev ed estimates 
show an inert ase of Rs 8 crores under 
third class passenger earnings and Rs 6 
crort'S under other coaching. Eainings 
• from goods transport, on the other 
hand, showed a lall of Rs ^0 crores, or 
about 5 per cent below the budget esti¬ 
mates. The volume of goods traffic was 
low'cr by about 2.5 per cent, being 
170 million tonnes as against the esti¬ 


mate of 174 million tonnes. 

orking expenses were Rs 732 crores, 
31 crore^noie than estimated. The 
head^^ f^'^^^nditure which showed a 
large increase over the 1969-70 level 
were: administration (4- Rs 8 crores), 
repairs and maintenance ( f- Rs 24 
crores), operating staff (-h Rs 16 crores) 
staff welfare (-1- Rs 3 crort^). On 
the hand, fuel, operation other 

than stall and fuel and miscellaneous 
^i^xpenses showed hardly any rise. The 
net deficit of Rs 24 crores emerged 
ITfter providing Rs 100 crores towards 
1 depreciation and Rs 166 crores for 
dividend to general revenue. 

Ibe prospects for 1971-72 arc not 
much better. Gross traffic receipts are 
expected to rise by Rs 40 crores — Rs 8 
crores more from third class passenger 
traffic and Rs 30 croies from goods 
traffic. Working expenses are slated to 
rise by Rs 33 crores, the major factors 
being the same as last year — repairs 
and maintenance (+ Rs 8 crores) and 
operating staff (4- Rs- 11 crores). In 
addition, the fuel bilj/is exjK'xtcd to go 


up by Rs 8 crores. Provision for depre¬ 
ciation will rise by Rs 5 crores to 
Rs 105 crores and dividend to general 
revenues by Rs 8 crores to Rs 174 
crores, leaving a net deficit of Rs 33 
crores. 

The revised estimate of outlay on 
capital account in 1970-71 is lower at 
Rs 241 croies against tho modified 
budget outlay of Rs 280 crores. The 
major shortfalls were on rolling stock 
(— Rs 18 crores) and traffic facilities 
(— Rs 9 crores). The capital outlay 
budgeted for 1971-72 is Rs 280 crores, 
tho major increases over 1970-71 being 
m rolling stock (4- Rs 7 crores), track 
renewal (1 Rs 12 crores), traffic facili¬ 
ties (4- Rs 9 crores) and signalling and 
interlocking woiks (-1- Rs 8 crores). 
This is hardly likely to liring cheer to 
wagon buildeis. New orders for wagons 
during the .M ar are expected to add up 
to 3,875 (in terms of four-wheelers), 
against oiders of 15,000 wagons in the 
past and a capaoiv of 30,000 wagons 
with wagon manulaclurers. 

Of the various divisions, Northeast 
Frontier showed a loss in 1970-71; 
Easlein, Northern, North-Eastern, 
Southern and South-Central showed 
net revenue suiplusis varying from 0.2 
per cent to 4.4 jier cent of capilal-at- 
charge; and C entral, South-Eastern and 
Western showed earnings of 6.8 to 9.4 
P<T cent. In 1971-72, the Norlh- 
Eastein, Northeast Frontier and 
Southern divisions are expected to show 
losses: Easb'rn and Northern earnings 
belf)w 5 per cent, and the other divi¬ 
sions earnings between 7.2 and 8.8 per 
cent. 

The new Railway Minister, Hanuraan- 
thaiya, having assumed office only three 
days before he presented the budget, 
has not rejicated Gulzarilal Nanda’s 
mistake of falling for the Railway 
Board's ideas of improving profitability 
by raising charges. A recent suivey 
among retired memheis of the Railway 
Board has b.-ought out the total bank¬ 
ruptcy of thinking in the railway ad¬ 
ministration. These ex-members of the 
Board were unanimous in theii com¬ 
plaints of political interference m the 
railways’ working. The mam example 
of such interference held up by them 
was the refusal to permit the railways 
to close certain so-called uneconomic 
lines. But while recommending closure 
of these lines, did the Railway Board 
have any suggestions about how the 
transport needs of the areas served by 
these lines were to be met in future? 
Verily, such profit-consciousness would 
put to shame even the most Victorian 


private entrepreneur! 

The survey also highlighted the 
Board’s belief that every cost rise had 
to be covered by an automatic price 
increase. Simple calculations showing 
percentage rises in costs and prices 
over a base date arc considered enough 
to explain away the railways’ lossi's. 
Evidently, the Railway Board ifnagines 
that it has achieved a state of manage¬ 
rial perfection where there is no scope 
for improving the railways* working 
results by either improving efficiency or 
using better technology. 

Has anyone in the railways any idea 
of how many railway stations or which 
(Iam services — goods and passenger — 
make losses? The Railway Board's 
decisions On diesdisation and electrifi¬ 
cation have been proved to be unjusti¬ 
fied even by tht4r own modest 
standards of 6 to 7 per cent return. 
And yet the surprising fact is that the 
railwa.vs are still veiy much operating 
in a sellers’ maikel. Dt*spitc all the 
talk of competition from road transport, 
passenger trains continue to be over¬ 
crowded and there are long delays in 
allocation of wagons. The new Railway 
Minister can hope to make little im¬ 
pact on the wtirking of the railways un¬ 
less he cracks down on his smug, in- 
compc'tent bureaucracy, if necessary by 
inventing the equivalent of a Siberia 
to deal with it. 

Industrial Finance 

Limited* Spheres'? 

DEVElvOEMENT ol indu.stiy in back¬ 
ward areas has ligiiitd as a major 
objective, in the govei nment's x^licy 
pionouiieeinents receiitK In his annual 
statement to shiuehohlcrs, G L Mehta, 
ehairniaii ol ICICI, refeis to the efforts 
ol the teim fiiianee institutions in this 
(lireetiori — “in the limited siiheres 
fallmg within their puiview”. He refers 
to the surveys ol i< latively backward 
States umlertakeii by lhe.se institutions, 
in which the ICICI has iiaiticipated 
aiul to the eone<'ssiunal terms as re¬ 
gal ds rate ol intiTcst, jieriod of loan 
and security eoveiage on which finance 
IS offered to indastries proixised to be 
M*t up in backward areas. What one 
misses, however, is an attempt to 
assess how effective tln se concessions 
have been in iiractie<*. It would have 
been interesting to know, ior inshuice, 
bow manv entiepreueuis look advant¬ 
age ol tlu* concessional lei ms offered by 
the ICICI to set up indu.stnes in back¬ 
ward areas. Such information would 
havii been tiseful not so much for 
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assessing the ICICI’s performance as 
for judging * the effectiveness of tradi¬ 
tional eoiie<"pts of ’soft* lending in 
attracting industry to underdeveloped 
regions. Tn this eouKwt, it is of some, 
intiTest to note that as at the end of 
1979 fully 49 per cent ot all net assi¬ 
stance sanctioned hy iC^tCI went to 
two Stales —• Maharaslilia atid Cuiaiat. 
Even nioic interesting, Maharaslitra’s 
share of the total actually went up 
hoin •14.9 jxT cent at tlx' end of 19159 
to 99.7 pel c«’nt at the end pi 1970. By 
contrast, net assistance sanclioiu'd to 
companies in West Bengal dcrlined 
fioiTi Bs 2o‘hi croics to Rs 21.80 
Cl ores. 

Attiiictmg iodiisti) to hackwaul 
](gions involves not nuMcly taking the 
lioise to w.iler I lilt cajoling it to drink. 
<^)iiite ajunt fioin whether the all-India 
RnaiKi' institutions can nndeitake the 
kind of aggiessive selling of unden- 
elcveloptnl aieas as sites for locating 
industry tluU, foi instanc’C. Maharashtia 
Coverniru'iit’s SI COM has l)in;n eloing, 
it has to he lecognised that the 
pu'ssines rai ICICI lor making such 
efhiits are not particularly compelling. 
Its acee-ss to largt* sums ot aid fioiii 
lh<‘ World Bank, which can he used to 
finance imports fioni all over the non- 
commnnist w'orhl, assures it of a .steady 
flow of hnsincss. Foii'ign exchange 
loans account for 60 per cent of its total 
net assistance so fai. In 1970, a yeai 
not lemaikahU* lor the, volmiu; of fit^sh 
inv(‘stment activity, ICICI’s net sanc¬ 
tions went up hy a comfortable 13 per 
cent Irom Rs 30 cioies in 1909 to Rs 
•34 cioies. 

In his speccli C L Mehta also rehns 
to tlie neetl to laoaden the process ot 
indiisinalisation hy losteiing new 
entrepreneiiijal talent. He is perhaps 
right when he sa\s that the effect c^f 
the government's pi^hcies towards this 
end so fai has hecai that “while the 
entiei)ienenrial initiative and enterprise* 
of the existing gionps have been 
hlimted, the expected upsingc eif n.-w 
and favoined categories of entrepreneurs 
has not come up In this context 

C L Mehta rightly criticises the 
“policy of making everything under 
one loeif” and emphasises the, iiccrl, 
e’.sp(*cially in enginerr ing industiics, to 
hive eiff ce-rlain activitie*s .md c-airy 
these on s<*])arale'ly. There- is alsei exm- 
siderahle* scope lor Iraiichising out 
pniduclion of uell established makes 
of, say. engiiierring goods (eg, pnmp- 
.set?i) or cemsumer durables (e g, electric 
fans)* These* are aieas where the 
financial institntiems c<,mld take the 
initiative* in reorienting the thinking 
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and appro.ich eif industrialists without 
waiting for <*dicts from New Delhi. 
However, h<*ie again one does not get 
an ide a eit what has been done by 
ICICI. C li Mehta does lefer to 
ICKR’s seliMiu- foi making foreign 
riiiTe-iie> lo.ms eit npto Hs 5 lakhs tei 
small ciilrepicn<-nis, but eve*n liere lhe*ro 
is [lerhaps sc()])e for <oim' dilution ol 
the- Cee poialiein’s nolieiiis of iron-clad 
si'cinitv \\liicli ne)w leael it to insist eri 
a ce)mmei(ial bank guaiantee in addi¬ 
tion to a cfiarge on the capital assets 
financed. 

Banks 

Interlopers and Favourite 
Sons 

HOW uncomfortable the thought of 

having to administer a crc<Iit .sepieeze 
still inake-s eoiniiiercial banks is seen 
from the statenie*nt of the- Chairman ol 
the State Bank at the hank’s latt\st 
annual general mee-ting. Accoiding to 
R K TaKcar, the recc*nt modifications 
m the Kese ixi Rank's scheme of re¬ 
financing ol advances to ’priority* sec¬ 
tors have- placed connncrcial hanks in 
a “predicament''. I'alwar’s argument, 
biicfly, IS that hanks had been able to 
e,xpand credit to agiiciilliire, small 
industiy and small business m the last 
two years or so on the strength of the 
assurance that such advanci's would lit 
hlierally lefiiiancetl by the Re.sci-ve 
Rank. Now witii the curtailment of the 
refinance facilities, banks are faced with 
the problem, if tliey aic to continue- to 
financi- these* st-ctors, of r<‘stricting 
ciedil to Ibeii liaditional customers — 
huge and mcdiiini industry and busi¬ 
ness. 

But what is really so unnsuaj about 
this situation? I'A'en had banks not 
been finanemg the ’tiiionty’ sectors, 
they would still have been faced with 
the need to lation credit to large and 
mt-dimn mdnstiy and business if tho 
credit SfjiK’ zi- ordered by th<‘ central 
banking authority, in the light of the 
price situation, was to Iw implemented. 
P'urther, if in the last two years banks 
have bcf-n financing agriculture and 
small iiidnstry on a Iarg(-r scale than 
lif-lon-, it IS also a fact that their de¬ 
posits have grov\n. inon- lapidly during 
this i>eriod. What is tlie .sanctity of tho 
a,SMnTiptk)n, whicfi seems to underlie 
Falwar’s argunu-nt, that the entire in¬ 
crease in the banking .systt*m’s <leix>sit'i 
must go to financ-e large and luedium 
industry and business? 

Talwar is, of course, right to say 
that largi* and medium scale industry 


cannot lie deriiea a'-sislance without 
detriment to industrial iwodiiction. Butl 
tin’s is not the .same thing as saying 
that any cut in bank credit to largo 
,ind medium industry will adversely 
affect industrial proilnction. If indec‘<l 
lianks liavi- bci'u forced recently to 
restrict cii'dit to large and mecBum 
industiy, as Talwar suggests they have 
biH-n. is tfi(-M- any evidence to show 
that this h.is affected production in any 
industiA I'.ilwai at any ratf has none 
to offer, 

Kvid(-ntl>, the helicl that theii 
clients, cspi'cially the larger ones, will 
perish without given (luantities of 
cr<’(lit, dclt-iirnincd on th<* basis of 
nothing more than historical practice, 
continues to lie as stiong as ever among 
bank TimnageiiK uts. This has had two 
conse(|uciiccs Eiist, as tlu* Oehcjifi 
Cominitti-e poiiiicd out in ^*its rcpoit, 
supposedly^ ’sboj t-term’ liahk finance is 
often used by bonowers to finairtu 
fixed asset foimation. Similarly, diver¬ 
sion of bank ciedit to subsidiary- or 
associati; companies (which themselves 
may not rate as credit-worthy) is no 
more uncommon nor tho use of bank 
finance to substitute for internal le- 
sourc*es diveited to extia-corporate uses. 
Second, m rcsjiect fif working capital 
lefjuirements banks liave shown them¬ 
selves olistinalely* unwilling to evolve- 
norms for, say, inventories of raw 
materials or finished goods on the liasis 
of which to assess the credit demands 
of clients. 

'I'alwar is, of course, right to com¬ 
plain about the absence of “clear guides 
lines to the banking system as rega^^ls 
tlie appropiiate piiorities'’len^’ii^’*. 
Credit planning in the sense ot' appor¬ 
tionment of bank credit among various 
sectors and snh-sectors of the economy 
so as to accord with Plan priorities still 
leinains a paper idea. And such guide* 
lines as have bc(*n piessed upon bi»^:As 
have not always betni particp?SrIy ra¬ 
tional or wisi‘. The aci'cnt on encourag¬ 
ing small industry, for instance, has led 
to much misdirection of investible te- 
.soiirccs, including bank finance, into 

industiies and activities which on any^ 
social cost-b<*nefit consideration should 
never havi- been allow 4 Hl to come up. 
Howi-ver, this larger failure still does 
not absolve* commercial banks from th« 
nc(id to evolve criteria for assessing th« 
credit rc{iuir<‘int-nt.s of their clients, 
whether large or small, instead oi 

clinging to notions such as that only 
large and mecliiini industry have a . 
legitimate claim to banks* deposit re* 

sources and that^agriculture and smul) 
industry and ^siness are somehow 
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interlopers M the domain of commerctal 
banking whdsct credit re<iairements can 
l)c met only on the basis of total re¬ 
financing by the Rcwsorve Bank. 

. In his speech Talwar also raises the 
interesting question the exemption 
of financial institutions like the LIC and 
the Unit Trust from the Reserve Bank's 
directives on deptisit rates. This, accord¬ 
ing to Talwar, has resulted in an in¬ 
vidious distinction Ix'tween the indivi¬ 
dual depositor, the rate of interest on 
*J'’!cb,uso deposits is fixed, and the finan¬ 
cial institutions who are able to com¬ 
mand a price for their funds deter¬ 
mined by demand .ind supply condi¬ 
tions in the money market. This issue 
has g<meratod some heat in lianking 
circles in the last few" months when, 
with demaiul for credit outstripping 
thf'ir resources, certain lianks have been 
khowTV.^to oflei very lu'gh lates ior 
short-tean\deposits iiom the finaneial 
institutions. This has resiiltc’d in tlv^ 
Triovemc'ut of th<*sc* institutions’ fimils 
From hanks wht‘thei ihf'v weie earlier 
kc'pt at conventional intc^iest rates to 
other hanks who were propan-d to bid 
high fur them. One oi the instruments 
used for this purpi^se has been the 
controversial ‘p’ certificate. 

Talwar is not opposed to higlua* 
deposit rah‘s, though his argiiiiient hero 
Is a little clifiiciilt to niidcrstancl. lie 
diK‘s not think that deiiosits are inter¬ 
est-elastic. If that he so, what is the 
case for higher deposit rates? What 
justification can theie l)e for oflering a 
higher price for a commodjtv unless it 
,Jf-Mj^u*cessary to do so to attract larger 
^jupplies or to puwent a conu action cl 
existing siipi^ic\s. There is a plausible 
cashyor^Jw^ier <leposit rates hut it is 
not based on the need to be charitable 
to the depositor, as Talwar suggests'. 
The returns on bank deposits, whe^ther 
or not they persuade the depositor to 
\ave more than he would otherwise, 
likely to influenee his ehoiee 
iietWeen the alternative! foniis in which 
he may hold his savings. 

.The cunipari.son that Talwar draws 
•hetween the individual <lepositor and 
financial institutions like the LIC and 
Unit Trust is, however, untenable. 
The deposits that the financial institu¬ 
tions keep with banks are part of their 
working fund.s whicli have to be put to 
uses which yit'ld .sufficientK- high re¬ 
turns if they aie to meet their com¬ 
mitments to theur owTi constituents. 
Surely, the LIC and the UTI cannot 
|■>e expected to keep any large funds 
“with banks at tw'o or three per cent 
interest and yet offi^r attractive returns 
to iwlicy-holders or ^ivestors in units. 


On the other hand, no batik Would 
offer 9 or 10 per cent to the LIC or 
the UTI if it could get money else¬ 
where, including from the Reserve 
Bank, at a lower cost. Thus banks 
which have l>een offering the LIC awl 
the UTl high rates liavo been able to 
expand their operations (and, presum¬ 
ably, their piofitability) beyond levels 
otherwise sustainable. This is perfectly 
legitimate, but then, banks should not 
expect to do this on the cheap and at 
the ( xponsc* of LIC's iiolicy-holders or 
investors in UTI's units. 


NMDC Rid of Headaches 7 


Magrjus writes: 

THE National Mineral Development 
Corporation ina>' have its faults but 
piHir public* relations is not one of them. 
In his Annual Statement relea.sed in 
Deeeinbi’r 1969, chairman Bhagwan 
Singh had made a veiy persuasive pre- 
seiitalion, explaining how' the NMDC's 
losses were not really of its own mak¬ 
ing. Commenting on this statement, we 
had said (“NMDC Waking Up?", 
Jamiaiy 8, 1970, p 4) that if that was 
the cas(\ the NMDC should sell iron- 
oie directly to the MMTC, or at least 
wring concessions out of MMTC, tho 
laiKvays and ports who ultimately cle- 
pt*nd on the iron-oie produced by 
NMJX- foi their own business. The 
Coipination sei nis to ht! on the verge 
of achieving this, and has promptly en¬ 
sured th.it ^‘nitably c-oinpliirieWary press 
I ( ports appi‘ai in advance. It is now 
ap[)aiently inteiidc'd that the MMTC 
will pay a 'laid price for iron-ore at 
the mine, and lake care of all subsequ¬ 
ent transport and shipping. This is 
fiighlv salisiaetoiy and will allow 
NMDC to cone(‘ntrat<! on its primary 
Imsiness of mining. 

NMDC’s ac eiiiiuilated losses upto 
last year aie estimated at aliout Rs 7 
(lores. This figuie is likely to bo 
exeecaled if coinniercia) aeconnling is 
practised. Eor example, it is kiio\xn that 
MMTC an<l NM13C tog<‘ther lost Rs 
4.09 crores on a single* export deal of 
Rs 4.09 crores in 1908. NMDC has a 
heavy schedule ahead, in view" of mwv 
export ('ontiacts and the need to sup¬ 
ply Bokaro in tho immediate future 
and the* thrc*(‘ new* stf'el plants in per- 
haps fiv(' yeais’ time. While Kirihuru 
and Bailaclilla are expanding, the Doiii- 
inalai project should reach the produc¬ 
tion stage hy late 1972. Bailadilla 
reaches its taiget output of T lakh tons 
per month in some months, but i.s far 
hcdiind its original delivery schedules, 

Jt is to be hoped that the MMTC 


wouW be able fo ccfpe With thd totfl* 
cacies of rail and ship transport, WffJi 
progressively larger ships to fill tha ^ 
right grade and amount of ore muift 
be in the right place at the right Ume, 
The prospect is not very bright in view. 
of the whimsical w*ay in which S£ 
Railway and port labour are now work¬ 
ing, and NMDC would he happy in¬ 
deed to be rid of these headaches. On 
the other hand, MMTC has had to do 
so little in the past to deserve fts status 
(and comnii.s.sion) that, faced with the 
stress of real-life problems, it might 
buckle. Another public-sector undertak¬ 
ing, the Shipping Corporation of India, 
is likely to be a party in any future dis¬ 
putes when its large new ore-transports 
call for ore. 

A relevant i)oint which is not receiv¬ 
ing the attention it deserves is that of 
the grade of iron-ore which India is 
exijorting. The Japanese are extremely 
shrewd and ruthless in negotiations, 
with the result that all our best iron- 
ore has been tied up, or is being tied 
up, in lucrative-looking long-temi con¬ 
tracts. It is a fact that ore of 64 per 
cent grade and above is a rare commo¬ 
dity and it is going to get rarer and, 
therefore, dearer as time passes. It is 
also a fact that in the process of ex¬ 
tracting and deliv<!riitg or(‘ of this grade 
colossal quantities of only slightly in- 
f(Tior ore are lost as fines or are just 
thrown away. This at a time when steel 
companies all ov(*r the world are min¬ 
ing and iipgradmg ore of even 40 pel 
cent grade for their use, binding fines 
into pellets, exp<Timenting with pre¬ 
reduced ptdlets and so on. (Has the 
NMDC even thought about pelletising 
plants?) 

There is also an intriguing trend 
towards investigation of sponge-iron 
plants, of which at least three or four 
aie Inking ('ontemplaled by various 
paities. The sponge-inni process has 
not bc^en commercially used in India, 
but there do not seem to be any in¬ 
superable obstacles. Unfortunately, 
these jilaiits will also lUMjd iron-on? of 
a very high grade. Surely there is 
som<'body, somewhere who sliould think 
alxiut pres<‘rving the highest-grade 
iron-ore while utilising or selling only 
slightly poorer on? which is neglected 
today mainly because the Japanese gods 
fiowii on it. The two public-sector 
companies should make a determined 
effort to export 62 per cent or 58 per 
(rnt ore. The increased tonnage should 
eontribute substantially to their income 
without materially alf<*cting their re¬ 
quirements of capital equipment or 
senior staff. 
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BUDGET STATISTICS 


faxes on Income and Property 

(Rs crores) 



1969-70 

1970-71 

1970-71 

1971-72 

(Accounts) 

(Budget) 

(Revised) 

(Budget) 

Corporation tax 

353 

342 

365 

395 

Taxes on income 





other than cor¬ 
poration tax 

448 

437 

460 

480 

Estate duty 

7 

8 

7 

7 

Wealth tax 

16 

18 

16 

30 

Gift tax 

2 

2 

2 

2 

Stamps and regis- 





tration 

7 

7 

7 

7 

Total revenue 

833 

814 

857 

921 

Union Excise Duties 





(Rs crores) 


1969-70 

1970-71 

1970-71 

1971-72 

(Accounts) 

(Budget) 

(Revi^^ed) 

(Budget) 

Basic and special 
dudes 

Food and beverages 

116 

145 

157 

167 

Sugar 

85 

100 

103 

110 

Tea 

25 

31 

38 

39 

Cohee 

4 

4 

4 

4 

Tobacco 

181 

203 

204 

212 

(Unmanufac- ] 
tured Cigars [ 

181 

75 

73 

76 

and Cigarettes) j 


128 

130 

137 

Petroleum products 

531 

637 

623 

675 

Diesel ('il 

247 

282 

261 

289 

Motor spirit 

144 

176 

173 

183 

Kerosene 

96 

123 

129 

137 

Furnace oil 

29 

39 

33 

35 

Vegetable oils and fats 12 

13 

15 

16 

Chemicals 

81 

108 

97 

111 

Fertilisers 

Plastic materials 

17 

25 

23 

23 

and resins 
Patent and pro- 

19 

23 

24 

26 

prietary medi- 

13 




cines 

18 

14 

17 

Soap 

Paints and var- 

8 

9 

9 

9 

nishes 

Synthetic orga- 

6 

7 

7 

7 

nic dyestuffs 

6 

6 

6 

7 

Cosmetics 

4 

4 

4 

4 

Metals 

100 

126 

126 

141 

Iron and steel 

78 

96 

88 

98 

Aluminium 

16 

23 

32 

36 

Manufactured 





Goods 

378 

404 

410 

442 

Cc tton fabrics 

57 

49 

52 

56 , 

Cotton Yarn 
Rayon and arti- 

34 

33 

35 

36 

ficial silk fabrics 
Rayon and syn- 

4 

12 

17 

18 

thctic fibres and 
yarn 

82 

88 

90 

97 

Jute manufac- 





tures 

20 

20 

20 

23 

Tyres and tubes 

53 

61 

57 

62 


{Continued in next column) 


(Continued from previous column) 


Cement 

43 

47 

45 

49 

Matches 

27 

28 

28 

29 

Paper 

23 

25 

25 

26 

Glass and glass- 





ware 

5 

6 

7 

7 

Machinery and 





transport equip- 





ment 

65 

78 

77 

85 

Motor vehicles 

24 

30 

27 

30 

Electric batter- 





ies 

7 

9 

7 

8 . ' 

Electrical wires 





and cables 

8 

8 

8 

9 

Electric motors 

5 

5 

7 

8 

Wireless sets 

4 

5 

4 

4 

Cesses on commo^ 





dities 

' 23 

35 

31 

32 

Coal and coke 

19 

20 

16 

16 . 

Cotton fabrics 





(handloom cess) 

7 

6 

6 

6 

Additional duties 

61 

74 

74 

. 80 

Sugar 

18 

25 

26 

28 

Textiles 

21 ' 

24 

24 

26 

Tobacco 

22 

25 

25 

26 

Gross revenue 

1547 

1823 

1816 

1964 

Less refunds and 





drawbacks 

23 

10 

11 

13 

Net revenue 

1524 

^1813 

1805 

1951 


Customs Duties 







(Rs crores) 


1969-70 

1970-71 

J970-71 

1971-72 

(Accounts) (Budget) 

(Revised) 

(Budget) 

Import duties 





Kerosene 

18 

13 

10 

J6 

Bathing, lubrica- 





ting and other 





oils 

9 

17 

18 

11 

Motor vehicle 




/ 

parts 

10 

14 

12 

13*v^^ 

Machinery 

90 

137 

9Gv, 


Iron and Steel 

34 

40 

60 ' 

V ' o4 

Other metals 

9 

13 

18 

‘ 20 

Chemicals, 





drugs, mcdicincv 

32 

36 

39 

36 

Gross receipts 

327 

430 

454 

444 

Refunds and draw- 





backs 

21 

25 

31 

■ 30 

Net receipts 

306 

405 

424 

414 

Export duties 





Jute 

18 

14 

12 

12 

Deoiled cakes 

3 

8 

9 

10 

Hides and skins 

7 

7 

6 

6 

Iron ore 

11 

12 

13 

15 

Gross receipts 

76 

61 

a 

64 

Refunds and draw- 





backs 

7 

5 

5 

5 

Net receipts 

68 

55 

57 

59 

Miscellaneous 





duties {net) 

4 

5 

7 

7 

Additional duties 





(net) 

44 

— 

— 

— 

Totol customs reve^ 





nue {net) 

423 

465. 

488 

480 



-^ 
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AND TOirticAt 

Resources Transferred to SMates and Union Territories 

(Rs crorcs) 



Total Third 
Plan Period 

1969-70 

1970-71 

(Budget) 

1970-71 
( Rex ised) 

1971-72 

(Budget) 

Shared taxes 

11% 

622 

744 

755 

850 

Income tax 

556 

293 

348 

359 

421 

Estate duty 

26 

7 

7 

6 

7 

Union excise 
duties 

615 

322 

388 

390 

423 

Grants 

1369 

598 

645 

636 

710 

Loans and advances 

3142 

1062 

882 

1043 

953 

Total resources 
transferred 

5707 

2282 

2271 

2434 

2513 

Repayment of loans 
and advances 

950 

640 

600 

670 

660 

Net transfer of re¬ 
sources 

4757 

1642 

1671 

1764 

1853 


Development Expenditure of the Central Government 

, (Rs crore$) 



69-8961 

1969-70 

1970-71 

(Budget) 

1 1970-71 
(Revise 

1971-72 

(Budget) 

Social services 
Education and sci¬ 
entific research 

123 

137 

158 

163 

180 

Medicine and pub¬ 
lic health 

22 

24 

31 

28 

32 

Labour and employ¬ 
ment 

10 

10 

14 

11 

20 

Broadcasting 

13 

13 

16 

16 

18 

Other services 

2 

2 

3 

3 

3 

Economic services 
Agriculture and 
allied services 

34 

51 

64 

61 

69 

Irrigation and power 

28 

41 

92 

81 

81 

Atomic energy 

37 

9 

21 

T6 

24 

Industries 

220 

293 

310 

288 

180 

Export promotion 

34 

42 

40 

42 

46 

Transport and 
communications 

90 

96 

146 

135 

152 

Public works 

29 

30 

60 

53 

55 

Railways 

121 

94 

150 

126 

151 

Posts and telcgr aphs 

27 

33 

35 

16 

28 

Others 

53 

45 

56 

63 

69 

Total 

842 

921 

1195 

1099 

1109 


Limited Oplions 


TlfR interim Budget presented to Lok 
Sahha on Wcdnesda>’ reveals ari overall 
tieficit of B.S 240 cjores lor 1971-72 as 
against the revised estimate ol Rs 230 
er()i<\s in the eurrent fiscal year. The 
.evised estimates lor 1970-71 show 
\^nie improvement over luidget expee- 
tations in ]r^spe<‘t of revenue receipts, 
Under income tax and cor¬ 
porate tax. This has been, howevei, 
offset hy shortfalls under maiket loans 
and external assistance. On the expendi- 
^ tore sid(*, there has ))een a substantial 
ineiease in noii-lMan expenditure owing 
revision of the bureaucracy's pay 
and allowances. Flan expenditure, on 
the other hand, shows a shortfall over 
tjie Budget estimate, as had happened 
•in 1969-70 also. That the revised esti¬ 
mate of the overall deficit in 1970-71 
rgjnains close to the hudgi’t anticipation 
is thus more due to shortfall in ex- 
penditiuo, particularly Flan expenditure, 
than to sound management ol the eco¬ 
nomy. 

The budgetary forecast for the next 
year ivS based on the hope that the ic- 
cent trends in industrial and agricultural 
output would Ikj maintained if not im¬ 
proved ui>on. As always, the increases 
envisage<I In non-Plan expendihire arc 
.small. Plan outlay^.for 1971-72 is put 


(From a Special Correspondent) 

at Us 1,980 eiores, oi Us 74 crores over 
(he 1970-71 htidget estimate. The iii- 
cieas(' is wholly on account ol larger 
Flan assistauLC to State governments 
(Us 785 ci(U('s against Us 711 crores). 
The piovision ol Rs L195 crores ioi 
the Onlia] Flan next year is the same 
as that in the 1970-71 liiidget. 1’he 
piop'cled overall ihTieit for the ne.xt 
\ear, is, theiefore, on the basis of the 
stdttis quo m i(‘spect ol Plan activities. 
Roth the oveiall Flan outlay and the 
outlay on the Centre’s Flan as piovided 
lor in tlu' budget are largei than the 
actual outIa>s in 1969-70 and 1970-71 
which \vei(‘ lower than the liudgeted 
oLitla>s in both years. 

In his biulget speech, the Financ'e 
Mini.ster has said that the budget is a 
powei'hil instrument for achieving the 
basic objectives of growth with social 
jnstit'C. But the inteiim budget merely 
lakes note ol the problems — the need 
lor ineieasc'd mvestm ■nt, price stability, 
distributive justice, gro\\i;h in employ¬ 
ment opportunities. It does not inspire 
much eonfidejice as to eventual success 
in facing these problems since there is 
no attempt to spell out any imlicies. 
However, to U; fair to the Finance 
Mini.stca-, one should perhaps wait tor 
the Dual budget in May. 


The last two months have been a 
])eriod ol great e.veiteinent. The out¬ 
come of the elect if)n to Laik Sabha has 
created w'id«*spiead hope that a big 
assault on th(i pioblern of [Kiverty is in 
the offing. The polite dismissal of the 
Flanning Commission lias strengthened 
the belief that the Government is seri¬ 
ous about the job. 

For all practical purposes there is no 
lumrth Five-Year Flan now. And a 
new Flan leorienled to the new em- 
pliasis in economic policies will take 
lime to be ionnulatid. For the next 
year, iheielore, the hope is not a new 
Flan hut eain(\st and accelerated im- 
j^leauenlation ol th<* more crucial 
sehemrs contained in tlie existing Plan. 
This being the position, the vital task 
is not so much that of increasing the 
siz(’ of the Plan outlay as that of try¬ 
ing to get the most out of the existing 
level of outlay. It this task is taken up 
seriously, the overall deficit as forecast 
now may piovt* to l>€ within the rea¬ 
sonable limits of safely. 

The iMnanee MinishT concedes Uie 
giavitx of the pi ice rise that took place 
in 1970-71 a >ear in w^hich growth 
of industiial and agricultural output 
has iH-eu faiily satisfactory. Monetary 
rt\sourc<‘s grew at vi luster than war- 
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mntecl Cbmmercial banks’ reliance 
on the Reserve Bank has been growing. 
With iiV(iiidity in the economy al¬ 
ready at this level, the need to keep a 
check on rcconiso to the Reserve Bank 
both by banks and governments next 
year will be greater than ever. 

The Government's options are not 
inany. Jt may Ie4*l tempted to show an 
impressive lise in aggregate l*lan outlay 
in the final budget w ilhcjut d»"taiJ<*cl 
pn'paration o( the projects and pro- 
grainim*s on which th<* investments ar« 
intended to be made. At the same time, 
it may do nothing to curb the rise iii 
non-Plan expendituie. This may justify 
the imposition of additional taxation, 
the extent of winch will dep<nd on th(’ 
step-np in Plan outlay visualised in the 
final Hudget. Plven in 1970-71 addi¬ 
tional taxation to the tune of Rs 170 
crores was resorted to — ostensibly 
for financing a huger Plan outlay. 
What has in fact been happening is that 
evcti as additional taxes are h‘vied, 
Plan outlay goes down. The higher 
revenues g<*t eaten up by persistent in¬ 
creases in non-Plan <;xpeiiflitiire. by tlie 
losses of public nndeitakings and by 
oth<T wasteful working exix?nses. Tlic 
crucial questions, therefore, are: is it 
possible to make public undertakings 
W'ork efficiently so as to make th<mi 
earn an economic nttiirn? And is it 
possibhi for the Government to keep 
increases in non-Plan expenditure with¬ 
in limits? 

Obviously, all items of expenditure 
canncit be allowed to increase as in the 
past if n'soiirces are to lx* increasingly 
devoted tor achieving growth with 
social justice. With the prospect of 
declining external assistanev, increased 
demand for imports and the not-too- 
optiinistic outlook for exports, some pain¬ 
ful decisions to cut or even drop cer¬ 
tain types of <i\peiKlitnre would seem 
inescapable. Unless these decisions aie 
taken without delay, large sections of 
the people cannot for long Imj persuaded 
to continue to bear the burden of grow¬ 
ing taxes and raising prices — all in 
the ncimt- of the Plan. 

In the new context, nuinctary and 
fiscal policies need a thorough appraisal 
to see that the two operate in concert. 
Gtweinment saving has to show a rise 
and policy measures have to be taken 
to induce people to keep their saving 
ill the form of spt‘cified financial assets 
like bank deposits, postal saving certi¬ 
ficates, insurance, etc. For this the re¬ 
turn on such investments will have to 
be made sufficiently attractive. Similar¬ 
ly, public sector iindertakiiig.s have to 
be madt? to run profitably. Growth with 
social justice lequires a big thrust — 
•lot just Rs 50 or Rs 100 crores on eni- 
plo\Tnent-orieutcd schemes. People have 
l>ecn talking of an outlay of Rs 
800-1,200 CTorcs a year on these 


schemes if they are to produce any fm- the past tihis iis {>ccausie of the high 
pact on the i>overty problem. The hopes and expectations that liave been 
schemes will also nei^d to lx? carefully roused. Tlie .style and content of the 
worked out to avoid waste of scarce budget as well as the package of policy 
i<‘.soijrces. instruments will indicaU; to what extent, 

The fiscal budget for 1971-72 has a if at all, a departure from the past is 
task w'hich no other budget has had in made in 1971-72. 

CAPITAL VIEW 

The Rolling Heads 

Romesh Thapar 


THE lawyers are ir«. Th#* l^h l)s arc 
out. The iladds remain, 'rbeir minions 
aie left hanging. 'I'he iceently-iecruit- 
ed hav<‘ been found w'aiiting. And 
(iue.stion-inarks hang heavily over the 
ii<*\v ministenal mateiial. We arc pro- 
inisi^f moie cliarigrs by a 'siiokesman' 
of the PM’s seeietan'at. Rot the change 
is no-ebange, dt'spite thi; paii«‘gyiics of 
vMirned and \val]oi>ctl editors. The 
messy division of inimsteiial labour rc- 
iiiams intact. No oal homework has 
been tlone. Instant thinking. Instant 
.solnlions. 

Naturally, we < njo>ed the choi?ping 
and rhoppmg. lUit why did it have to 
stop wbeic it did? We are, a.s I said 
earlier, promised more non-violent 
execulioiis. }3ut there is no point in tins 
game so long as the guitleliiies and 
proeednies remain tfie .same. 

.Moituil-Hu(i, as Minister lor Indus¬ 
trial Development, (annot fill the bill. 
Maybe, Siddhaitha Roy should have 
taken up this challenge: at least, Bengal 
might have taken note of him then. 
A.S for FCiimararnangalain, in Steel and 
Heavy Engineeiing, he seems condemn¬ 
ed to labour and management crises. 
Let’s iKit think of Hamiimanthaiya in 
Haibvays. If he doesn’t move on to 
somelbmg less complex, theie’ll be a 
lock-onl h<‘re loo — and then, \vc will 
not know how to g(‘t from point to 
ixiint. A.s for Gokhale in Law, wtj’ll 
W'Uit and see. 

With Yeshwantiao Chavan lo.st in the 
labyrinth of Finiinee, Jagjivan Ram con¬ 
fined at last to Defence, Swaran Singh 
making silence a policy at External 
Affairs and Fakhniddin Ali Ahmed 
prepaiing for his transfonnation into a 
Govenioi, we have a Cabinet that is 
unlikely to d<diver any goods at all. 
Small wonder that the demoralised 
political analysis arc as,sessing the 
calibre of the senior bureaucrats to see 
which one will fill the bill of leader. 

Depressing, but I’m afraid that's how 
it is going to be imle.s.s the PM gets 
down to shaking up the guidelines and 
procedures yvhich aie capable of des¬ 
troying the. initiative and creativity of 
the fine.st administrative and leadership 
talent in the country. Sudi a shake-up 


woidtl re<jnii(' etjually new ministerial 
mateiial. It is bound to be found among 
tlu: -^OO-odd new faces in the Lok Sabha 
if we lake the troubk; to move beyond 
fiknds and acquaintances. 

Political .inab'sis is so overwhelmed 
by the landslidi' victoix of the ‘New 
(^)ngi<"ss,’ as the people descrjlk^ the 
ji.uty ol Jndira Ciandbi, that it fails to 
detail aeeurate leaetioiis to the Cabinet- 
making. ‘Ma\br, she knows better'T 
M-cins to be the defensive mood. 

It is becoming apparent that no cleai 
campaigning on issm*s will be possible 
unless tile E.stablisbitK'nt makes an 
incisive analysis of the ch.mge which 
has taken place in tbti eIass-('astc-coin- 
munity composition of the New Con- 
go'ss and foinmlates its own position 
to that ebaijge. This is not being done. 
Indeed, t'on.seiousiK'ss alxiiit the change 
is notable for its absence in leading 
political cirelt\s. Yet, the New Congress 
cannot operate like the Old Congress. 

A whole lot ol ideas will need drastic 
nwision if the five-year respite givj^n 
to the (lernofratio, federal system i.s to/ 
be courageously utili.sod. The sooii^r 
W'<' stop thinking within tfttx^iirel^^ht 
fianiework provided by British arid US 
seliolarship and attempt to understand 
trends and developments through Indian 
eyes, the better for scholarship, for 
inlelleclual leadership and for political 
eobert'nce. It looks very much as iL^is 
process, too, will have to be initiated 
I)y govemnient catalysts. 

The torigne.-lashing that the PM gave' 
the all-powerful Secretaries to the GOI,. - 
about l)iireaucratic bungling and short- ^ 
falls in performance—the first everl — / 
will be jcpeatcd at various levels 'of 
decision-making and ftnplementation. 

But, of what use is this unless we probe 
decider into our man-made cri.sis. It is 
ask(*d: if political heads are rolling, 
why not a similar fate for administrative 
head.s and inanagcirieiit heads? Wc 
could move from one such elite titilla- 
tion to another such elite titillation.. 

Hut the systt‘m i.s rotten. It must be 
restructured, reorganised. 

Will Indira Gandhi face this fact — 
and act? * . 




Suspense to Contmue 

Nishtar 


THE stock market has been unable .to 
improve upon its previous week’s high 
ands instead, it has staged a precau¬ 
tionary retreat. Bullish fervour gene¬ 
rated by the prospect of a stable and 
iirm government at the Centre has 
cooled down. The market has done 
well in not allowing wishful thinking 
to colour its judgment. While it is 
reasonable to expect that the new gov¬ 
ernment will be able to deal more 
effectively with the disturbing law and 
order situation and that this will have 
' a favourable impact on the investment 
climate, the market has to reckon with 
a number of factors and not all of 
them are likely to be to its liking. 

The ruling party has been returned 
to power with a radical mandate and 
the ‘young turks'* have lost no time in 
demanding the implementation of poll 
promises ‘here and now^. Indira 
Gandhi's overwhelming victory leaves 
her with not a single alibi for the 
future. The new council of ministers 
has a Leftist slant. The Planning Com- 
^ mLssion is being reconstituted to ensure 
more fruitful co-operation with the 
government. 

President Girl’s address strikes 3 
hopeful note about the state of the 
economy. But what has impressed the 
niaricet most is the President’s affir- 
^^^ation of the government's unqualified 
determination to root out lawlessness 
and to eliminate the politics of mur¬ 
der and assault. Of course, the market 
is no less pleased with the Govern¬ 
ment’s intentions to (a) appoint task 
^ forces to remove obstacles in the way 
‘ of speedy implementation of invest- 
hjc,n.t programmes in both the public 
arid private sectors; Cb) extend new 
^ technology in agriculture to dry farm¬ 
ing, (c) evolve sound industrial rela- 
-tions and to secure increased produc- 
; tivity consistent with a fair deal for 
\ labour, (d) accelerate changes in the 
structure and functioning of the 
administrative apparatus, expedite deci¬ 
sion-making and streamline financial 
procedures, and (e) develop a qualified 
managerial cadre for the public and 
private sectors. If only the government 
could translate these intentions into 
action, one could confkleiitly look for¬ 
ward to a marked increase in the tem¬ 
po of iiiduatrlal and economic develop¬ 
ment. 


The stock market's immediate reac¬ 
tion to the interim ’ budget presented 
by Finance Minister Chavan has not 
been unfavourable. This is essentially 
because the revised estimates for 1970-^ 
71 reveal a much smaller deficit than 
had been widely anticipated and the 
overall deficit for 1971-72 at Rs 240 
crores is-only a kittle higher thait the 
revised figure of Rs 230 crores and 
the budgeted figure^ pjf Rs: 227 croreS. 
But these deficit figures, by themselves, 
convey very little. From the stock 
market's viewpoint, far more signifi¬ 
cant is Chavan’s statement that “since 
a sizeable increase in the Plan outlay 
would have to be provided in the 
Budget to be presented in May, and 
since it would not be prudent to 
enlarge the quantum of the budgetary 
deficit, the task of widening and deep¬ 
ening th<' n source base will have to 
continue. If the momentum of growth 
is to be improved and sustained, this 
is an obligation from which we Can 
scarcely renege.” How the Finance 
Minister will widen and deepen the re¬ 
source base is anybody's guess. The 
stock market will find it difficult to 
make up its mind on the next major 
move unless uncertainty in regard to 
the additional tax effort is cleared. A 
period of suspense lies ahead. 

Expecting a Breakthrough 

INDIA’S agricultural scientists expect 
a breakthrough in cotton production in 
the next few years. They have formul¬ 
ated a new strategy to be followed for 
increasing cotton production in what 
is called the second phase of agricul¬ 
tural development which embraces cot¬ 
ton and pulses. Already, several new 
varieties have been released for cultiva¬ 
tion in various tracts in the last three 
years. The multiplication and dis¬ 
tribution of seeds of these varieties 
been taken on hand Under the co¬ 
ordinated cotton development schemes. 
Several new varieties, superior to the 
existing odes are to be on the breed¬ 
ers* assembly line and these could 
replace many of the varieties cultivated 
at present. Many of the new varieties 
have been made available for evalua¬ 
tion of their produx:ti6n potential In 
pilot projects in different parts of the 
country. All this is very welcome. The 


need for intensified • research caa 
scarcely be overemphasised. In view 
of the growing competition from man¬ 
made fibres, cotton research has to con¬ 
centrate not only on improving fibr^ 
properties but also on imparting to 
cotton characteristics which can make 
it comparable with or suitable for 
blending with maii-made fibres. 

Apart from the absence of any 
technological breakthrough, the con¬ 
tinued stagnation in cotton production 
is generally attributed to the fact that 
’ per oent of the crop is grown under 
rainfed conditions and that the varie- 
^ ties gfbwn on 65 per cent of the area 
fall under low-yielding .species. That 
this is only a part of the truth is 
amply borne out by the TCMF Cotton 
Development and Research Associa¬ 
tion's Project report for 1968-69 and 
1969-70. The overall increase in cot¬ 
ton yield in the rain-fed project areas 
has averaged between 62 per cent and 
73 per cent over the past three 5 ^ears* 
In the irrigated areas, the average 
increase has been higher - ranging 
between 69 per cent and 79 per cent. 
There have been very wide variations 
in the increase in different centres. 

Improved results achieved through 
the education-ciim-demonstration pro¬ 
gramme organised by the Indian Cotton 
Mills’ Federation suggest that far more 
important than a technological break¬ 
through is the breakthrough in the 
organisational framework. Since the 
effort is amply rewarding even in purely 
financial terms, there is no reason why 
the industry need look to official help. 
It should go ahead on its own with 
the setting up of a cotton development 
bank/corporation. Are not mills spend¬ 
ing more and more money every year 
to buy the same quantity of cotton? 

Market-wise, it has been yet another 
unexciting week. Turnover has continu¬ 
ed to be on a r«stricted scale. Some 
easing of credit curbs, higher stock 
limits for exporting mills and scarcity 
of offerings at lower levels have 
imparted a steadier tone to the market. 
Prices have rallied by Rs 40 to Rs 100 
a candy. Prospects of any marked 
improvement in the near future are 
generally discounted. 

Easier Tendency 

OILSEEDS and oil prices have cased 
further and the weakness has been 
particularly marked in groundnut oil 
and mustard oil which are now quoted 
around the lowest levels for some 


m 



' iscoNbKnc: vinJfti^AL WteiskLy - ‘ 


'^MmA 2^ l&tl 

months. Futures have been under 
persistent pressure and spot supplies 
too have been*on the increase. Bulls 
and stockists appear to have been 
scared by New Delhi's repeated assur¬ 
ances about taking appropriate mea¬ 
sures to hold the priceline, especjally 
in respect of essential items of daily 
use. It is interesting to hear market 
men say that the new government 
means business. 

Apart from the change in market 


UNION CAHBIDE INDIA has launch¬ 
ed its newest v«‘utiire — commercial 
harvesting of slirimp Ironi the deep sea 
along India's eoastliiu*. Two modern 
trailers, with electronic ecjuipnieiit, on¬ 
board Iree/.ing taeilities and coltl stor¬ 
age hoJils, have been iniix)rtt‘d from 
the US. A third trawler, built in India, 
IS to soon join the fletrt. Initial inv<\st- 
nient on tbe piojeet is about Hs 70 
lakhs and, when lnll> operative*, it is 
e-\p(xted to yiedd foieign ewehange 
earnings of Hs 70 to 80 lakhs per 
aniiinn. The US, Japan and Europe 
av<' large markets for shiimps. Another 
iiew' vemture of UCT is a sewage water 
reclamation plant — Krst of its kind 
in Iiulia and one of the larg<*st in 
Asia — that reclaims clean, elear wab r 
trom sewage. The plant with a capa¬ 
city for reclaiming 5 million litle^s ot 
watei w'as inangniated in September 
last. It has not only solved the peie- 
nnial problem ot water shortage experi- 
enc<;d by the company’s petrochemi¬ 
cal complex at Tioinbay, but is also 
helping the Hombay Miinieipal Corpo¬ 
ration in eliminating water shortage foi 
iiulnstiies. 

UCI c*oniplains that in spite of “very 
-close" negotiations w^th tbe Union 
govermnent, indnstiial licences tor hard 
facing and w'ater-n*sistant imKliicts and 
for expansion of capacity lor cailion 
electrodes have not >et been received. 
The company is also still awaiting 
permission for expanding lic«msed ca¬ 
pacity of polyethylene, applied for 13 
month.s back, although demand has 
been c‘<mtinnoiisly rising. Demand for 
battt*ries too has outstrippt*d production, 
])ut the company's proposals for ex¬ 
panding and rationalising existing fa¬ 
cilities continue to be “under considcr- 


psychology, bearish sentiment has been 
aided by the increased summer crop 
arrivals in the southern States and 
larger rabi crop arrivals In the northern 
States. Monetary stringency also has 
had its impact. The cost of holding 
goods has gone up considerably. Yet 
another factor which is said to have 
contributed to the easier tendency is 
the marked decline in smuggling of oil 
to Pakistan; this has been no small 
business. 


atinii” by tbe government. 

Dining tbe fust half of 1970, pro- 
dnetion problems limited the supply of 
Lineina aie carbons, and .sales of zinc 
lirintiiig plates w’eie affected due to ir- 
legular supplies of zinc spelters — now 
ebannellised thiiingh a government 
agenc>. Offtake of i>e.sticides showed 
marked iinprov<‘inent. The coinpany’.s 
Madras anti Calcutta units cxperiencctl 
lalx^nr unrest, but chemicals and plas¬ 
tics division achieved new levels of 
production. The overall output of tho 
metals and ores plant .showed a margi¬ 
nal rise. 

Expansion and modernisation of va- 
lioii-s manufacturing facilities w'as con- 
liiiiietl during 1970, and construction 
i xpendilnre aggregated Rs 3.44 crores 
against Rs 2.-38 crores in the previous 
scar. Construction of the electrolytic 
manganese tlioxtde plant was almost 
I'ompleted by the year-end hut, because 
of the “great difficulty" in obtaining 
indigenous graphite anodes, capacity 
protlnction at the i)Iant is likely to he 
delayed. Long-tenn agreements with 
w'orkmen were signed at the Carbon Pro- 
flncts and the Metals and Ores Plants 
at Calcutta, and ix^gotiations' are in 
progress at the battery plants in Cal¬ 
cutta anti Madras to reach an early 
settlement. 

UCI’s acc*onnts show that the com¬ 
pany earnetl hight;r profits from in 
ert'ast d sales. A dividend of 15 per 
cent is payables on the capital as en¬ 
larged by a oiie-for-two bonus issue. 
UCI IS t'ligaged in diverse fields of ma- 
niifaetiire aiul marketing, but its an¬ 
nual report does not give the break-up 
of the contribution of the various acti¬ 
vities to total turnover and profits. A 
company such as UCI — with more 


than 17,500 shareholders spread ul) 
over the country — should incori>oratc 
such vital information in its annual 
report. 

S7WS/L/C's latest results are more dis¬ 
appointing than last yenr’.s. Apart from 
carrx'ing over of a deficit of over Rs 10 
lakhs — which tcKi stands at this figure 
after adjusting the entire reserves of 
Rs 10 lakhs — arrears of depreciation 
liave mounted up to Rs 2.40 cr«ros and 
those of preferential dividends to Rs* 
1.93 crores. Production of yarn was 
lower at 1,934 toiine.s against 2,036 
tonnes, but that of fabrics was better 
ow'ing to improved demand. The com¬ 
pany had to reduce prices of acetate 
yam and staple fibre following volun-. 
tary reduction in price of yarn by vis- 
coM! manufacturers. But even th<Mi 
there was “no api^reciable improve- 
m<*nt" in offtake and production had 
to be cnrtailtHl. Pnxluction of synthetic 
fabrics' had also to be reduced due to 
“financial difficulties" in procurement 
of yarn. Cotton I inters, the principal 
raw material, were not available in ade¬ 
quate quantity even at a higher price. 
Moreover, it is stated that ciists of che¬ 
micals, pinver and fuel, stores, laboui, 
t!te, were all higher. The directors .say 
that improvement in results can comt* 
alwHit only by effecting improvement in 
quality and quantity of products and 
that this will require additional fin¬ 
ances. The company has represented 
to the Union government for “ade<iu- 
ate ri'lief" in excise duty and has also 
made a rc*presentation to the TanJL, 
Commission. Meanwhile, the Andhra 
government has been requested to r<^ 
lease the company's inov^hk: a.sset 2 f 
fiom the chargi* created in its favofir so 
that the company may secure a short¬ 
term loan from a hank or financial in¬ 
stitution. Sirsilk lias a plan to under¬ 
take manufacture of spun dyed yam. ' 
The* samples have been “well receiyfa^*** 
in the market, and this has raised 
hopes that offtake of yarn would im¬ 
prove. 

W S INSULATORS OF INDIA 
has developed .single-piece porcelain 
bushings for 220,000 voljs equipment 
and is investigating the ];)ossibilitie8 of 
diversifying into allied fields where 
porcxdaiii products are used. As a 
mcasurc^ of import sul>stitution, the 
company has taken up manufacture of 
silicon carbide valve blocks which are 
used in lightning arresters. ICICI has 
sanctioned a foreign exchange loan of 
S 76,200 and a rupee loan of Rs 4 
lakhs for this puipose. Licence for 


COMPANIES 

Profitable Diversification 

Hansavivek 



<rf lUs als6 

toivetl. ‘To help the coinpai)y out of 
financial stringency* ICICI has agreed 
to accept 95,000 equity shares of Rs 
10 each and 10,000 9.5 per cent, re¬ 
deemable ciiinulative preference shares 
ol Rs 100 each against interest accrued 
and due to it on its earlier loans. The 
Tamil Nadu Industrial Development 
Corporation has also subscribed in 
cash for 10,000 preference shares. With 
an improvtrincnt in its working during 
the ninth year ended last September, 
WSI has l>ecn able lo erase the deficit 
of Rs 3 lakhs as also provide for arrears 
of depreciation for 1965-66 and 1906- 
67. T^e remaining surplus of Rs 9 
lakhs lias be<m carried for\vard, but 
there are still arrtiars of depreciation 
lor the subseciueut two years amount¬ 
ing to over Rs 17 lakhs and those of 
dividend on preference shares to the 
time of Rs 9 lakhs. With the conti¬ 
nued- emphasis on lural electrification, 
di'inand for WSl’s products has been 
growing, and production is being step¬ 
ped up. Current year's operations are 
likely to prove more* profitable. 

KfRlXySKAR CifMMINS proposes to 
increase its share capital by Rs 30 
lakhs hy issuing ‘rights' equity shares 


requlrcnfmls of logger fiimb 
ed by increasing volume of producikMi* 
The company has bwn inviting fixed 
deposits from the public and share¬ 
holders, 'The latter were offered a 
“slightly higher" rate of interest than 
the former. During 1969-70, the 
ninth year of its exi.stence, KCL's turn¬ 
over rose by 26 per cent but margins 
deteriorated and gross profit turned out 
to be a little less than in lh<» previous 
year. Net profit was substantially 
lowi^r, but even so dividend was step¬ 
ped up two points to eight p<T cent 
(the whole of which is as Ixd'ore exempt 
from tax) piesiimably to k€H*.p up 
shar<‘holders' morale. More than f>ne- 
fifth of production was exported. 

NATIONAL PIPES AND TV RES 
complains that although during 1969-70 
its products were in good demand and 
the supply position of raw materials 
from MMTC also improved, it was not 
able to deriv(‘ the full Inmefit of tliese 
developments on account of “lack of 
co-operation from lalxjur”. Not only did 
this factor affect the company’s profit 
during the year, it -also affected its fu¬ 
ture prospects because of delays in 
supplies against customers' orders. With 
a slight improvement in sales, profit 


to cover eveit, tbe 4' 
per cent distribution. Current yedrV 
prospects appear none-foo-enoourag« 
ing. The company's annual report 
points out that the non-ferrous market 
has met with a setback owing to the 
drop in ix)pper prices in the interna¬ 
tional market and that the position can 
hardly be exi>ected to improve until 
stubiliiy is restored. 

BOMBAY SUBURBAN ELECTRIC 
SUPPLY is raising additional finance 
of Rs 1 crore by issuing ‘E’ class dc- 
hc'iitures of Rs 100 each at par for 
financing capital expenditure on deve¬ 
lopment of power distribution facilities 
within its licensed area of supply. The 
chxtricity distributed to consumers is 
piirchasetl in bulk from the Tata Hydro 
Electiic systt^n. Bulk supply is received 
at several i>oiiits within the licensed 
area covering some 363 sq km and is 
distnhiifed to consumers through a net¬ 
work of distribution mains and sub¬ 
stations. The debentures will cany inter¬ 
est at 8 per cent jkt annum. Tlie full 
amount of Rs 100 p<ir debenture is pay¬ 
able on apjilication. The subscription 
list will open on April 2 and close on 
April 26 or earlier at the discretion of 
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Union C 

arhide 

Siisi 

Ik 

W S Insulators 

Kiilo.skar 

Cummins 


Latest Year 

Last Year 

Latest Year 

Last Year 

Latest Year 

Last Year Latest Year Last Year 


25-12-70 

25-12-69 

30-9-70 

30-9-69 

30-9-70 

30-9-69 

30-9-70 

30-9-69 

Paid-up capital 

1228 

819 

.302 

.302 

108 

108 

150 

150 

Reserves 

8.35 

10,59 

— 

10 

9 

.— 

116 

96 

^ liorrowlngs 

116fi 

1206 

283 

283 

268 

227 

180 

149 

of which Term borrowings 
Cross fixecL assets 

648 

737 

283 

283 

167 

165 

70 

86 

2879 

2767 

7,56 

7.36 

280 

27.3 

282 

258 

\et fixed assets 

1999 

1883 

454 

481 

257 

27.3 

1.38 

150 

Investments 

1 

1 

— 

— 

1 

1 

2 

2 

Current liabilities 

5^5 

440 

295 

219 

42 

68 

2(^3 

130 

Current assets 

1735 

1611 

.372 

341 

163 

118 

515 

373 

Stocks 

987 

909 

159 

111 

61 

53 

266 

195 

Book debts 

355 

321 

132 

121 

85 

5.3 

211 

147 

« Net sales 

4254 

.3873 

.390 

453 

203 

149 

.588 

403 

<>thcr income 

41 

40 

4 

9 

1 

2 

44 

99 

material costs 

1927 

1811 

90 

99 

60 

49 

387 

277 

Wages 

713 

609 

101 

94 

20 

16 

7.3 

59 

Interest 

80 

78 

19 

17 

21 

19 

14 

14 

^ Gross profit(-f )/lof8(—) 

849 

788 

—21 

4-30 

33 

22f 

1.3* 

1(K) 

163 

D^IMredatioii proviskm 

227 

225 

— 

29 

— 

35 

22 

“’Tax pioviikm 

284 

248 

— 

— 

— 

— 

36 

28 

Net profit(-f )/loss(—) 
Development rebate provisicMi 

3.38 

13 

315 

2.3 

—21 

-f 1 

9 

— 

29 

6 

53 

4 

Transfer to reserves 

Dividend 

141 

169 





10 

40 

9 

Amount 

184 

123 

,— 

— 

— 

— 

12 

Rate (per cent) 

15 

15 

-- 

— 

— 

— 

8 

6 

Cover (times) 

1.76 

2..37 

— 

— 

— 

— 

1.91 

5.44 

Aatfds (per cent) 

Gross profit/sales 

19.96 

20.34 


6.62 

16.25 

8.72 

17.01 

25.55 

Net piofit/capltal employed 
hnmteles/tiles 

10.27 

23.20 

10.21 

23.48 

40.^ 

0.16 

24.50 

2.33 

31.52 

35.57 

6.50 

45.23 

13.66 

48..38 

Wages/salea 

16.76 

15.72 

25.90 

20.75 

9.85 

10.73 

12.41 

14.64 


* Adjusted against canied forward loss, 
t Depreciation for 1965-66, 1960-67 and 1969-70, 
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INTERESTED ARE REQUESTED TO APPLY FOR A COPY OF THE PROSPE^DiS 
FOR FULL DETAILS FROM THE COMPANY’S REGISTERED OFHCE, BANKERS 
TO THE*^ ISSUE, MANAGING BROKERS, BROKERS AND UNDERWRITERS 
named BELOW; 

Issue of 1,00,000 Class Debentures of Rs. 100f each at par. 

BOMBAY SUBURBAN ELEaRIC SUPPLY, LIMITED 

m 

(fncorporatcd on 1st October, 1929, under the Indian Companies Act, Vlf of 1913) 

Registered Office: 5, Graham Road, 4th Floor, Ballard Estate, Bombay-1. 


SHARE CAPITAL: 

AUniORlSED: 

2,50,000 Shares of Rs. 100/- 

each. Rs. 2,50,00,000 

2,50,000 Equity Shares of Rs. 

100/- each. Rs. 2,50,00,000 

Rs. 5,00,00,000 


ISSUED, SUBSCRIBED AND 
PAID-UP : 

1,75,000 Equity Shares of Rs. 

100/-each fully paid. Rs. 1,75,00,000 

83,679 Equity Shares of Rs 100/'- 
each fully paid converted from 
7% Class convertible 

Debenture 1-oan. Rs. 83,67,900 

50,000 Equity Shares of Rs. 100/- 
cach Rs. 75/- called up as on 
31.10.1970 Rs. 37,50,000 

(Balance of Rs. 2^/- since 
Called up, making the Equity 
Shares of Rs. 100/- each fully 
paid). 

Less: Calls in ai rears as on 

31.10.1970 Rs. 11,500 Rs. 37,38,500 

Rs. 2,96,06,400 

75,000^9.5® Cumulative Red¬ 
eemable Preference Shares of 

Rs. 100/- each fully paid. Rs. 75,00,000 

Rs. 3.71,06,400 


PRESENT ISSUE : 

1,00,000 -8% (Subject to tax) “E” Class Debenture of Rs. 
lOO/- each at par for cash PAYABI.E in full on application. 


BOARD OF DIRECTORS : 

NAME AND ADDRESS : OCCUPA¬ 

TION. 

Mr. Ramakrishna No. 581, 18(h Road, Business- 

Parmeshwar Aiyer Khar, Executive 

BOMBAY-52. 

Mr. Ambalal Kilachand 95, Nepean Sea Road, Merchant 
BOMBAY-6. 


Mr. Navnitlal Chunilal 215, Marine Drive, Merchant 
Jhaveri BOMBAY. 

Mr. Dhunjishaw Pestonji “Shirin Lodge”, Business 

Ruttonji Cassad Byramji Town, 

NAGPUR-1. 

Mr. Himatlal Kantilal “Kantilal House”, Merchant 

Shah 14,New Queen’s Road, 

BOMBAY-4. 

Mr. Jeshwant Pittamber- “Asha Mahal”, Solicitor 

das Thacker 46-B, Pedder Road, 

BOMBAY-26. 

Mr. Babubhai Laijibhai 25, Turner Road, Business 

Kapadia Bandra, 

BOMBAY-50. 

Mr. Bhagwandas J75-A,Gujarat Society, Service 

Chhaganlal Randeria Sion, BOMBAY-22. 

Mr. Shantaram 7, Bank House, Service 

Dwarkanath 156, Backbay Recla- 

Deshmukh mat ion, BOMBAY-20 

Mr. Vishnu Gopal Bapat 16, Bel-Haven, Chief El- 

23. New Marine Lines, cctrical 

BOMBAY-20. Engineer. 

Govt, of j 

Maha- 

rashtra 


SECRETARY : 

Mr. Arvind Yeshwant Pinge, 
“Sowbhagya” Flat No. 2, 

S. K. Bole Road, BOMBAY-28 


UNDERWRITERS ; 

NAME AND ADDRESS: AMOUNT UNDER¬ 

WRITTEN:" 

1) Life Insurance Corporation of India, Rs. 25,00,000 

“Yogakshema”, Jivan Bima Marg, 

Bomoay-20. 

2) Unit Trasl of India, Rs. 25,00,000 

Bombay Life Building, 

45, Veer Nariman Road. Bombay. 

3) Champaklal Devidaf, Rs. 15,00,000 

Agikhan Building, Dalai Street, Fort, 

Bombay-K 

4) Tbe Andhrg Bank Ltd., Rs. 10,00,000 

18-A, Hamam Street, Fort. 

P.B. No. 1114, Bombay-]. 
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5) TiMVM«T«Btfnkttd., Ka. 10/10.000 

Fanee fSaat &reet, Fort. 

Bomfay-l. 

' 9 TteBadcofKankI Ltd. Rs. 10.00,000 

82> Nagindas Master Road, 

Commonwealth Building, Fort, 

Bomhsy-1. 

7) D. S. Porblioodas A Co., Rs. 5,00,000 

Stock Exchange Building, Apollo Street, 

Bombay*!. 


Rs. 1,00.00.000 


BANKERS TO THE ISSUE: 

1) Unltod Cammercia] Bank, 

Ucobank Building, D. N Road, Bombay-1. 

2) BankofBaroda, 

^ Apollo Street, ^mbay-I. 
i) Bank of India, 

70-80, Mahatma Oandhi Road, Bombay-1. 

4) The VIJaya Bank Ltd., 

Parsee Bazar Street, Fort, Bombay-1. 

5) The Andhra Bank Ltd., 

18*A, Haraam Street Fort, P.B. No. 1114, Borabay-1. 
d) TheBankof KaradLtd., 

82. Nagindas Master Road, Commonwealth Building, Fort, 
Bombay-1. 

MANAGING BROKERS : 

Champaklal Devldas, 

Agakhan Building, Dalai Street, Bombay-1. 


jcAfjcvrrAt 

^ 1. FlM«i.8iddonft<k^tt(Prf.)LU., 

<S> Lyoos R«n|e. C^cutta'l. 

2. Stewart dt Co., 

14, India Exchange Place. Calcutta-!. 

DEUU: 

1. Vlnod Knaiar A Co., 

A-€. Connaught Flaoe, New Delhi-I. 

2. HailMMSInghMeUaftCo., 

33, Regal Building, FaiUament Street, New Delhi-1. 

3. H.P.Mehta&Co.. 

Akash Deep, 3td Floor, Barakhamba Road, New Oe&i-l, 
MADRAS 

1. PatermACo., 

11/12, Second Line Beach, Madras-1. 


LOCATION OF_,THE COMPANY’S UNDER. 
TAKING: 

The Company is engaged in the distrftutioa of electricity 
to consumers within its Licensed Area of Sujmly, which coxn- 
p^rises portions of the Island of Salsette in the South Taluka of 
Bombay Suburban District and North Sahetie Taluka of Thona 
District, the overall area Is approximately 342.60 Sq. Km. 

The Electricity distributed to consumers is purchased in 
bulk from The Tata Hydro Electric System. Bulk supply is 
received at several points within the licensed area, and Is distri¬ 
buted to consumers through a network of distrioution nutiot 
and sub-stations. 


BROKERS TO THE ISSUE : 

BOMBAY: 

» 1. Champaklal Devidas, 

Agakhan Building, Dalai Street, Bombay-1. 

2. R. P. Shroff & Sons, 

8, Stock Exchange Building, Apollo Street, 

Fort, Bombay-1. 

D. S. Purbiioodas A Co., 

^ Stock Exchange Building, Dalai Street, Fort, Bombay-1. 

4. Lewis A Jones, 

Bank of Baroda Building, Apollo Street, Fort, Bombay-1. 

5. ValllBiifiBii, 

Old Stock Exchange Building, Dalai Street, Fort, 
Bombay-1. 

BatllralaftKaranl, 

- Union Bank Building, Dalai Street, Fort, Bombay-]. 

/ 

b 7. Narandas A Sons., 

* Union Bahk Building, Dalai Street, Bombay-1. 

•• 

8 . DUraJlal Maganlal Pnrshottamdas, 

- Stock Exchange Building, ApoUo Street, Fort, Bombay-1 

9. M/s Keshavdas Pranjivandlas, 

148, Stock Exchange New Bldg., Apollo Street, 

Fort, Bombay-1. 

10. Devkaroa Naajae A Cb., 

Jl, Stodc Exchange Building, 

ApoUo Street, Fort, Bombay-1. 

AHMBSIABAb t 

h 

Havell, lUtanpoteg Ah^ 


OBJECTS AND PROPOSED ACTIVITIES: 

The Company does not intend to acquire any new business 
out of the proceeds of the issue but will utilise the same for 
financing capital expenditure on development of power distri¬ 
bution mcilities within the Licensed Area of Supply of the 
Company. 

DATE OF OPENING AND CLOSING OF SUB¬ 
SCRIPTION LIST: 

The subscription list of Debentures will open at the con^ 
mencement of banking hours on the 2ad day of April, 1971 
and will close at the close of banking hours on the 26th day 
of April, 1971 or earlier at the discretion of the Directors but 
but not before the close banking hours on the 7th day of 
April, 1971. 


PROSPECTUS AND APPLICATION FORMS: 

Application forms along with copies of the prospectus 
can be had from the Registered Office at the Company as well 
as from the Underwriters, Managing Brokers and Brokers, 
whose names are mentioned above and from the offices of the 
Bankers to the issue at the places mentioned below. 


1. United Conunerdal Bank, Bombay, Ahraedabad, 
Bandore, Calcutta, Delhi, Hyderabad, Indore and 
Madras. 

2. Bank of Baroda, Apollo Street, Bombay-!. 

3. Bank of India, 70-80, Mahatma Oandhi Road, Bombay-1. 

4. Iho V||aya Bank Ltd., Parsee Bazar Street, Fort, 
Bombay-1. 

5. The Andhra Bank Lid., IS-A, Hamam Street, Fort, 
P.B. No. 1114, Bombay-1. 

5. Dm BtfO; of Karad Lid., 82, Nagindas Master Road, 
Ccmunonwealth Buftdlog, Fort, Bombay-1. 
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PER&CTIVES 




China and South Asia 

Indrajit 


RECENT political events in the coun¬ 
tries of South Asia have almost 
certainly made the policies of the 
major world powers towards this region 
irrelevant. The most significant of all 
the changes in this area are those 
taking place in Pakistan. During the 
sixties, an impression had gained ground 
in world capitals that Pakistan had 
resolved its problems and was going 
to continue as the most stable of all 
the countries of the region. Both the 
rate of ecrmomic growth and the 
apparent stability of the Ayiib regime 
proved to be deceptive. Within a period 
of two years, Pakistan has virtually 
ceased to exist as a united country. 
Even if the present crisis is resolved 
through a negotiated settlement of the 
issues between East and West Pakistan, 
the old structure in which all the 
Great Powers had made both political 
and economic investments can never 
be revived. 

1{i:m\ ‘Vi oi’ Hope foh India 

As these developments have been 
taking place in Pakistan, the assump¬ 
tion (perhaps equally shared hy the 
major powers) that India was in the 
midst of a deep crisis and that even 
the disintegration of the Indian state 
could not be ruled nut as a possible 
development, has proved to be errone¬ 
ous. It is by now well known that 
many countries friendly to India were 
as much worried by the prospect of 
chaos and conflict in this country as 
were many others hostile to us encour¬ 
aged by the same prospects. What¬ 
ever else the 1971 elections may not 
have done, it has certainly demonstrat¬ 
ed the viability of the Indian state and 
□f the Indian political system. 

The reactions from various countries 
to the Indian elections are ample proof 
of the renewal of a degree of hope 
about India in the world as a whole. 
It is possible that behind these ex¬ 
pressions of hope there is also a deep 
concern because few other powers 
can view with equanimity the emerg¬ 
ence of a nation of 600 million as 
a strong and united force in world 
politics. But none can ignore the fact 
that the earlier fears about India were 
highly exaggerated* The very elements 
in various Foreign Offices who had 
been pleading for writing off India as 
a factor of any consequence in world 


politics would now be redrafting their 
notes and position papers. 

Although the developments in 
Ceylon are not of equal significance, 
It is quite obvious that the crisis of 
the Bandaranaike Government must 
also be taken note of. The significance 
of the current emergency in Ceylon 
is that the Government which is almost 
as Leftist as any government in this 
region can be expected to be, is facing 
the challenge of extremist force.s 
becaii.se of its inability to deliver the 
goods as quickly as the people of 
Ceylon would have expected it to do. 
TTic crisis of the Left-wing government 
in Ceylon, the collapse of the Right- 
wing structure in Pakistan and the 
apparent resurgence of a Left-centreist 
Central authority in India are all facts 
which the outside world must be 
watching with great interest and con¬ 
cern. 

(ailNESE PoilClES UNDEH STRAIN 

U would be surprising if Peking 
does not see that of all the major 
world powers, its policies in South 
Asia are now under the most severe 
strain. Radicals in the Chinese Foreign 
Office can of course argue that things 
are in any case moving their way. In 
East Pakistan a massive popular move¬ 
ment is on and this cannot but end 
in totally radicalising the politics of 
the aiea, notwithstanding the personal 
preferences of Miijibur Rahman in the 
matter. In India, Indira Gandhi’s 
failure to secure a majority for her 
party in West Bengal could be equally 
viewed by these quarters as a matter 
of hope. Finally, events in Ceylon 
can be interpreted by these people as 
the most vivid exposure of the weak¬ 
nesses of the Soviet conceived model 
of nun-capitaJism - a half-way house 
between capitalism and socialism. 

But how will they ignore the fact 
that for years they had built up a 
totally reactionary and decrepit autho¬ 
rity in Pakistan as a comrade in . rms 
in their foreign policy? How will the.v 
satisfy themselves that Left extremism 
of certain types tends to strengthen 
tho.se very elements in these societies 
which stand opposed to friendly rela¬ 
tions with China? If the belief of 
China specialists that Peking i;5 trying 
to return to the pragmatic line is cor¬ 
rect, these developments in South Asia 


may well result in the final defeat of 
the radical line within the Chinese i 
Foreign Office. 

As against this, account must of 
course be taken of the fact that the 
elites now being thrown up by the 
political processes in the South Aslan 
countries do not and cannot share the 
Chinese view of the desirability ot 
“self-reliance”, meaning thereby a 
certain t>'iie of attitude to the stutha 
quo lowers in the world. Indira 
Gandhi’s election victory was followed 
by prompt American announcement of 
huge loans to India, Having offered 
profuse apoJogies for attacks on the 
American Embassy in Colombo 
Sirimavo Bandaranaike would probably 
like to see the resumption of a massive 
inflow of aid into that country:’ Inde¬ 
pendent or autonomous. Sheikh 
Miijibur Rahman would need external 
resources to sustain the economic life 
of East Pakistan where the land-man 
ratio and other economic factors are 
so very difficult to tackle. 

Pekinc's Options 

The truth is that the kind of radic¬ 
alism that is now flourishing in South 
Asia is precisely what some Chinese 
had always been afraid of. The new 
elites in this region are much better 
qualified than their predecessors to 
invoke vSoviet political and military 
help and American economic assistance 
at the same time. 

Peking, therefore, can have only 
options. The first is ta dismiss all 
these developments as really insignifi¬ 
cant for the peoples of these countries 
and describe them as but the old 
capitalist wine in a new socialist 
bottle. Its other option is to give up„' 
its belief that these government, 
because of their internal problems' are 
incapable of working out foreign 
policies which are at least as acceptablj^ • 
to China as they are to other great 
powers. Should they try to take the 
line of making the best out of the* 
present realities in this region, they 
may well discover that in none of these 
countries is there any builf-fb prefer¬ 
ence for China’s adversaries. 

It is perhaps not accidental that so 
far'CJiina has not been able to take 
up any line on developments in any 
of the countries in this region. It 
kept totally silent on the Indian ^ 
dons, the upheav^ In Pakista^i^ aW ^e 
crisis in Ceytom /In alt 
indicates that a ^ ^ 
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forMgn policy towards South Asia is 
now taking place. It would be oVcr- 
optimlstic to think that a new policy 
can be worked out and announced by 
Peking in the coming weeks» It would 


WITH the presentation this week of 
-the revised estimates of revenue and 
expenditure of the Union government 
during the current year and the eslim- 
, ates for the coming financial year, 
attention will turn again to issues of 
economic policy and management after 
several months when politics dominat¬ 
ed the scene. The political uncertain¬ 
ties have at last been resolved. A 
strong and stable government is in 
the saddle at the Centre, in a position 
to take firm decisions and implement 
them with confidence and authority. 

Before the budget proposals proper 
for the Coming year are presented to 
Parliament in May, the difficult problems 
of management of the economy will 
have been posed. A full meeting of 
the Planning Commission with the Prime 
Minister presiding is due to be held in 
the second week of April.* A confer¬ 
ence of Chief Ministers to consider the 
report of the Agricultural Prices Com¬ 
mission on wheat prices and procure¬ 
sist targets for the coming rabi crop 
will be held in the third week of April. 

' The presence of the Chief Ministers 
in the capital for the conference will 
provide' an occasion for preliminary 
discussions on the thorny problems of 
States finances and Central aid before 
rbe issue is more formally dealt with 
in .^the National Development Council 
jKi be convened some time later. 

Tes'v of Kaiwi-tstness 

n whole range of knotty problems 
will figure in these meetings' and con* 
(fences. Whether they will be evaded 
or tackled boldly and purposefully 
has to be seen. The problem of fixing 
reasonable procurement prices for the 
marketable surplus from agriculture, 
for instance^ has always been a difficult 
one and Qiief Ministers have so far 
maitaged to get away. wUb their 
deifitjjida foi- kceplbg the price as Jhlgh 

This was written before the'"‘resig¬ 
nation of the ibembers of the Plaiin- 
> ingr Commission* 


be pessimistic, however^ to assume 
that China is only adopting a policy of 
wait and see before interpreting all 
these developments in terms of its old 
theories regarding this region. 


as possible even though it results in 
giving an upward push to an already 
high and disturbing general price level. 
ITie latest wheat crop estimates show 
that production will be up to expecta¬ 
tions about 23 mn tonnes. Will 
the higher production and productivity 
be allowed to be reflected in some 
easing of the price for the consumtr? 
The answer will depend on whether 
the Centre is able to curb the farmer 
lobby which is so forcefully represent¬ 
ed by the Chief Ministers. This will 
also be a test of, among other things, 
the seriousness of the government's 
resolve to bring prices under control. 

But the more difficult test will be 
the framing of the budget proposals 
for next year in the context of the 
need for resources for steppingup 
developmental effort in the Central 
and the State .sectors. The resources 
position of the States is admittedly 
tight and there is no escaping the 
responsibility of the Centre to relieve 
them, particularly so far as the more 
backward States are concerned. After 
the last round of discussions with the 
States on their annual plans for 1971- 
72 the Planning Commission has taken 
the same view. It also favours the 
holding of a special session of the 
National Development Council to dis¬ 
cuss the whole question of Central- 
State financial relations so far as they 
have a bearing on the development 
plans ff the States, specially the more 
backward States some of whom find 
it difficult to balance their normal 
budgets let alone provide for develop¬ 
ment 

^ Considering that the State govern¬ 
ments are in no mood (and some pro¬ 
bably are not even able) to mobilise 
adequate resources, the responsibility 
of the Union government is all the 
greater to pull them out of their diffi¬ 
culties. Howevet the. financial position 
of the Centre too is not very comfor¬ 
table. It is understood that the 1970-71 
revised estimates will show a deficit of 


over Rs 200 cfores, besides an ovei^drijfl' 
of about Rs 100 crores .by the Stat^/ 
Which too has to be reckoned with 
by the Centre in calculating its liabili¬ 
ties, The deficit might have been bigger ^ 
but for the fact that Plan expenditure 
during the year shows a shortfall of 
well over Rs 150 crores. The failure 
of the administrative machinery to 
utilise funds provided for the Plan is, 
of course, another disturbing feature 
which needs to be attended to. It 
well that the Prime Minister took the 
first opportunity after the elections to 
talk of this default with the secretaries 
of the various ministries of the Central 
government. Her attention had been 
drawn by the Planning Commission 
towards the lags and shortfalls in the 
execution of important plan program- 
mes which were upsetting the schedule 
and structure of the entire Fourth ' 
Plan. This had become obvious Ip 
the course of the Planning Commis¬ 
sion's discussions with the various 
Central ministries on the implementa¬ 
tion of the Plan for 1970-71 and the 
formulation of the. Plan for the coming 
financial year. 

Addjiionai. Taxation Inevitable 

In the light of the commitment of 
the Union government to give Central 
assistance of the order of Rs 700 crores 
(which falls short of the Planning 
Commission's recommendation ^ an 
allocation of Rs 800 crores) to the 
States for their plans in the next year 
and the need to provide adequate 
resources for the Annual Plan in the 
Central sector, a sizeable gap in the 
Central budget is indicated. It will 
have to be filled largely by additional 
taxation, the scope for deficit financ¬ 
ing being not large in view of the 
price situation. 

It had been suggested that one of 
the reasons which had been taken into 
account by the Government while 
deciding to hold a mid-term poll was 
the prospect, otherwise, of having to 
impose additional taxation in an elec¬ 
tion-eve year. The elections are now 
out of the way and Indira Gandhi is 
in a strong enough position to take 
the necessary decisions without 
inhibitions. 

♦ 

Lags and shortfalls in the execution 
of programmes and projects have 
became a normal feature of Plan 
nientation. Even so, the Bokaro steel 
project is in a class by itself. The 
latest, review 6( the progress oJ[ con- 
struption of . the , project, sljows. "that 
even the present schedule, 

jTOS 


FBOM OUR CORRESPONDENTS 

NEW DELHI 

Turning from Politics to Economics 



Mar** fir, im -EOOKCMtlC A^ 

after four revisions involving the put- The position of supply of equipment sector sources were expected to supply 
ting off of completion of the project is worse. In respect of equipment to 79,936 tonnes whereas in fact they 


by over three years compared to the 
original schedule, is not likely to be 
kept. Considering the importance of 
this giant project and the huge funds 
committed to it, this is nothing short 
of tragic. 

The new secretary in the Ministry 
of Steel and Heavy Engineering is 
stated to have embarked on a thorough 
review of the project and of the pro¬ 
gress of its construction. There is a 
shortfall of as much as 23,000 tonnes 
in the supplies from the Heavy Engin¬ 
eering Corporation to the project. To 
make up for this shortfall, it is intend¬ 
ed to offload some of the orders with 
the HEC to other organisations within 
the country or to arrange their sup¬ 
plies from the Soviet Union. This 's 
not the first time that such offloading 
will be resorted to. It has already 
been done fairly frequently in the name 
of expediting the project. Whether 
or not the progress of the project has 
been speeded up by this means is 
doubtful but its originally estimated 
cost, already very high, has certainly 
gone up considerably while the once 
much-advertised high indigenous con¬ 
tent has been very much reduced. 

Unspknt Funds 

There has at no stage been a paucity 
of funds for the Bokaro project. On 
the contrary, demands for allocation 
of funds have been met in full year 
after year, but these have never been 
fully utilised. Even during the cur¬ 
rent year, a.s against an allocation of 
Rs 170 crores for the project, actual 
expenditure is likely to be Rs H5 
crores and actual work on the ground 
even less than what the shortfall in 
financial expenditure would indicate. 

In spite of this, the review of the 
progress of construction shows that 
Hindustan Steel Construction, which 
is the principal contractor on the 
project, failed to even engage sufficient 
labour for the work in hand. The 
labour engaged has ranged between 
30-35,000 as against 50,000 deemed 
necessary. No reason is given for this 
default. The HSCL is also found to 
have deployed deficient machinery and 
equipment for construction. The one 
factor outside HSCL’s responsibility 
has been the shortage of steel for the 
project. To make up for the shortage, 
imports of 30,000 tonnes of steel plates 
have been arranged and of another 
42,000 tonnes of various categories 
are proposed to be arranged from the 
Soviet Union. 


be imported, the position is now 
satisfactory. But it is really bad in 
respect of indigenous equipment. Of 
the total of 72,234 tonnes to be sup¬ 
plied by the Heavy Engineering Cor¬ 
poration, supplies up to the end of 
October 1970 were only 16,755. The 
Mining and Allied Machinery Corpora¬ 
tion is expected to supply a total of 
10,493 tonnes, of which only 1,676 
tonnes have been supplied. Private 

Intimations o 

Sumanta 

IN admiiiistcrin^L' a decisive rebuff to the 
Rightist paitios and yielding u strength¬ 
ened majority for Indira Gandhi’s party, 
tile election Jesuits are of positive i>oliti- 
eal Value as far as they arc an expres¬ 
sion of popular feeling in tenns of the 
Right-Centiist confrontation. In West 
Bengal alone, tht* conflict was on a diffe¬ 
rent, ami possibly higher level, the con¬ 
frontation having been between Centrists 
of varying brands ranging from Indira 
Gandhi's party to the CPI on the one 
hand, and the Leftists following the 
Cri(M) on the other. There the popular 
verdict has l>een indecisive leading to a 
deadlock. 

But as far as Parliament is concerned, 
after her victorious retuni, the enreial 
question is how the victory should be 
used by Indiia Gandhi. Would the Lok 
Sabha see a repetition of the last four 
years’ yelling and screaming, lamentable 
stanrlards of speaking, school debating- 
society iK>ints of order and lack of inte¬ 
rest, purpose and conviction? The point¬ 
less triviality of the Lok Sabha is some¬ 
thing which those who have not seen It 
at close qiiarb^rs may find difficult to 
LTcdit fully. 

Behind the Scenes 

Perhaps most of the fireworks would 
now take place behind the scenes, at 
meetings of the Congress parliamentary 
Party, where the wide differences of at¬ 
titude among the heterogeneous com¬ 
munity of Congress(B) MPs on the ma¬ 
jor que.stjons of the day would explode. 
Followers of the State Chief Ministers 
who some months ago opposed lowering 
of the ceiling on land, have come back 
in a sizeal)!e majority and will see to it 
that tire scope of any land reform legis¬ 
lation is narrowed and its ai^pUcation 
limited. Some ambitious Central leaders 
have also managed to get in their sup¬ 
porters to stake their claim to the party 


had been able to supply only 11^422 
tonnes by the end of October, 

According to the latest revised 
schedule of construction, the entire 
blast furnace complex of the first stage 
of the project should be completed by 
the end of 1971 and the entire first 
stage by March 1973. It is obvious 
that as matters stand now# this 
schedule will not be kept. 

r Inflexibility 

Banerjec 

leadership when the time conies. Be- , 
sides, the tlifferent industrial groups arc 
already busy forming their respective 
lobbies from among the m;wly elected 
MPs. It is yet to be .seen how many 
pre-el(!ctian promises fall casualties 
under the pressuies of these various sec- 
tion.s. 

Much, of cour.se, depends on Indira 
Gandhi herself. Throughout the election¬ 
eering, particularly in her addresses in 
the countryside, she had given the itn- 
prossion that she was out to bridge the 
growing gap between the rich and the 
ixior. She drew their attenbon to the • 
benefits derived by the middle class from 
bank nationalisation and inspired hopes 
among the* pcxir that it was their bim 
now to get similar benefits. She had 
given the impression that much could 
have been done but for the opposition • 
within the undivided Congress and, la^X;, 
the difficulties in Parliament because pf 
lack of a clear majority and" thjis en¬ 
couraged illusions about the socialist po¬ 
tential of a future Congress(R) Goyem- 
ment. Now that her party is purged of 
the ’’evil'’ of the Syndicate, and the ex- ^ ^ 
cuse of being in a minority is no 
people expect her to justify herself. 

Unfortiuiately, hovvever, such expccta^^ 
tions are shown to he unrealisHc by th^ 
very nature of her campaigns. If we 
compare her speeches addressed to dif- , 
ferent classr^s of the electorate, we no-, 
tice a rapid shifting of stresses, leaving 
us .scepbeal alxiiit her real aims. Latmch- 
ing her party’s election campaign in 
Faizabad, UP, on January 20, she lashed 
out at ’’capitalists, newspaper barons, 
rajas and maharajas, who were up in 
arms to thwart the Government's match 
towards socialism”. ' ’ ^, 

Compare thi.s with what she^bad said \ 
in Bombay only three days ekriier. 
When a group of 

trialists come _ to. her/ iiwdred * 
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Ihom that they bioed- not hava aiiy faan 


fiadosCrtaliafc lemind^ 6f BfaentiMd ebb- 
trob and more incentives (for example* 


m 4 x»w CoVarfMifiiat poUcy die 
ekcUom. Mom remarkgbk was het re- 
aetto^ to Kaval Tala* i charge that her 
Ckveminent criticised the piivibe sectoi 
bo nmdi; die retorted: you 

aiwl^ attiu^ the public sector* how 
could we he^ sflentP that will amount 
b our aoceptfng the cibrges. If you do 
not attack us* we will also not attack 
you'* (vide Free Frees Journal and 
Hindu, January 18). The entire contro¬ 
versy over pi^lic and private sectors 
\vas thus presented as an innocent ex* 
change of jibes* devoid of any political 
or economic commitment. Quick to no¬ 
tice Indira Gandhi's desire for a tacit 
understanding* Tata assured her that the 
industrialists were not against her and 
diat they were also interested in a stable 
government after the elections. 

All Things to All Pisople 

The stress on the need for a stable 
govenunent was the keynote in Indira 
Gandhi's speeches in West Bengal, where 
the middle-class voters were harassed 
by the instability prevailing for quite 
sometime now. In Bengal the target of 
her attacks quite understaiKlably shifted 
from the capitalists and maharajas to 
'^extremists who believed in change 
through violence". 

Thus, Indira Gandhi's speeches weie 
calculated to appeal to diiferent people 
at different levels of society. The stra¬ 
tegy paid rich dividends. In UP and 
other nordiem States, for instance, the 
landless labourer who was promised land 
and the rich fanner who was assured that 
hfs right to property would not be taken 
lUyay both voted for her. In industrial 
Stales Idee Maharashtra, both the factory 
worker assured of better wages, and the 


at Press coitference in Bombay oh Janu¬ 
ary 17) voted feu Indira Gandhi. One 
is at a loss to understand bow she can 
reconcile these conflicting promises made 
to the voters. 

A foretaste of the attempted recon¬ 
ciliation could be available in the com¬ 
ing budget. Taxation on traditional lines 
till now has done little to bring about 
genuine redistribution of wealth. The 
real transfer of accumulated and inhe¬ 
rited wealth is yet to take place. To 
whose shoulders will the Prime Ministei* 
pass on the burden of the heavy deficit 
that is likely to plague the budget? 

Addressing a press conference in Delhi 
on March 11, in the wake of her victory 
at the polb, Indira Gandhi mentioned 
unemployment as one of the problems 
which needed immediate tackling. From 
the little information available till now, 
the crash programme for providing em¬ 
ployment to over 50 lakh people in the 
niral areas as envisaged under several 
schemes is txi'ofold. It covers, first, the 
setting up of development agencies for 
small and marginal fanners and agricul¬ 
tural labourers and, second, schemes for 
road-building, drainage, land develop¬ 
ment, etc, designed to give employment 
to 1,000 people in every district. If fhe 
feudal structure of the villages is allow¬ 
ed to remain, the development agencies 
are likely to share the fate of the co¬ 
operatives and deteriorate into dens of 
corruption dominated by the vested in¬ 
terests. As for the road-building sche¬ 
mes, they wx>uld only provide temporary 
employment and would yield little last¬ 
ing economic return. Although techni¬ 
cally the simplest and easiest to execute, 
road construction is economically possi- 


b»wt 'prodtiefchre.' 

awts to be spent by die Govenimeirt^^ 


these schemes would ip effect be 


on unemployment relief. 
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Centux-Statb Confuct 

An important change would of oouree. 
be the ptoposed amendment of tiie Con'*; ^ 
stitution to rationalise fundamental 
rights. The amendment, if passed*'"^ 
would help Indira Gandhi to continud 
successfully her attacks on parasitic in- V 
comes and inherited wealth which c<m^ 
tribute little to the growth of the capi* ^ 1 
talist economy. This reflects her sense , 
of the need to cast away much of the 
old lumber and refurbish some parts at; ; 
least of the structure of Indian society. 

But a two-thirds majorify in the Lok 
Sabha can also help her to uphold and. ;V 
strengthen those aspects of the Const!*. Vj 
tution which are heavily loaded in fa*- - 
vour of a strong unitary government. ; - 
This would bring her into conflict 
the States where her party does not hold : 
absolute sway. For the time being* J 
West Bengal provides the solitary in- . v 
stance of such a State. West Bengal^^. - 
could in future pose a threat to Indira 
Gandhi's plans for a strong unitary gov- . ' 
emment. As suggested at the beginning* - ! 
the political polarisation there has taken, 
the form of a conflict between het ' 
part>' and the CPI(M), eliminating the- ^ 
smaller parties in the process. 

To understand the mood of the West : ' 
Bengal electorate, it is necessary to re- ^ 
member that they passed through two 
United Front regimes in quick succes* • ';v 
Sion. The pledges and promises whid) 
have swept the voters in the rest of 
India in Indira Gandhi's dirccb'on, form¬ 
ed the background in West Bengal in 
1967 and 1969 against which the voters 





brought the Leftists to power in the 
State. Indira Grndhi, thereforci wisely 
refrained from ^harping on promises of 
socialism when in West Bengal. The 
promise of rtahility — the only new 
point in her party’s programme for the 
West Bengal electorate — cut some ice, 
as is evident from the increase in the 
number of Cong]ess(R) seats in the 
State Assembly from 41 to 105. 

SiMii.An Campaigns 

But, curiously enough, tlie similarity 
betvx'en the tactics employed in their 
election campaigns by Indira Gandhi on 
the national plane iind the CPI(M) in 
W’est Bengal, although on di^erent le¬ 
vels, dest'rves attention. While Indira 
Gandhi blamed the Syndicate for frus¬ 
trating the programme of the undivided 
Congress, glossing over the still preva¬ 
lent compulsions w'ithin th<i Congress(R) 
and the pressures of big business out¬ 
side, the CPI(M) blamed its erstwhile^ 
partners in the United Front Mmlstr>' 
^ the CPI, Bangla Congress and those 
who chose to desert tlio CPI(M) — foi 
the failure of the UF programme, ig¬ 
noring the difficulties m implementing 
the progiamine through the existing ad* 
ininislrative machinery and the stum¬ 
bling blocks entienclied in the system 
Indira Gandhi claimed bank nationali¬ 
sation ami the abolition of privy piir.scs 
as her paity’s acliieveanents. The CPI(M) 
in West Bengal harped on land redis¬ 
tribution and higher wages tor workers 
in some indusliies as achievements i)f 
the party — sineo the two important 
Ministries, Land Ut‘venue and Labour, 
tlirough which thcst‘ achievements 
were possible, were held by CPI(M) 
Ministers, 

Ttw? responses ol tlie voters follow'ed 
an interesting pattern. In most parts of 
India, tlic bulk of the people rejected 
the Rightists, the La^ftists and the smaller 
and regional parties and voted for 
Indira Gandhi, seeking to give her an 
opportunity to cariy out her iiromises. 
In West Bengal also, the majority of 
the w'orkcr.s and the peasants rejecteil 
the ambivalent Centrists — the United 
Left I>c*mocratic PYont, consisting ol 
CIT and Forward Bloc and par¬ 
ties like the Bangla Congress — and 
voted for the CPI(M) expecting it to 
form a coherent, single-paity Govern¬ 
ment. Indira Gandhi won over the ur¬ 
ban and niral middle-classes who W'ere 
pining nostalgically for the stability that 
prevailed in their lives before 1967, 

A period of vigorous bargaining will 
follow in West Bengal, in which pre¬ 
election alliances and pre-election decla¬ 
rations will alike be ignored. While the 


ULDF wUl split between suppenters of 
an alliance wdth the CPI(M) and their 
opponents, the only two inreconciliable 
forces to remain will be the Congress(R) 
and the CPI(M). The CPIfM)’s claim to 
form a government as the single largest 
party has been rejected by Governor 
Dhavan. Even if allowed to form a gov¬ 
ernment, the c'ombined majority of its 
opponents in the Assembly would have 
led to its immediate downfall. 

OUTI.OOK FOR CPI(M) 

I'hus deprived of a chance to run a 
government, the CPI(M) which is now 
powerful only in West Bengal, is likely 
to turn the etlge of its militancy against 
the Centre. A foretaste of this line of 
action was available from its election 
programme, in which it accused thi? 
Centre of discrimination against West 
Bengal and demanded more autonomy. 
The events in East Pakistan have al¬ 
ready pn‘pared the popular mood in 
West Bengal in such a direction and if 
the CPRM) chooses this line, it will 
immediately find the ground ferh’le. 

It would be interesting to .see whe¬ 
ther the CPRM) persj»:ts in its hostility 


towards the Naxalltes* which reached 
its climax dn the eve of the elecHorib 
or tries to absorb the Naxalites ifl Ihe 
anti-Centre movement. In die absence 
of any likelihood of a stable popular, 
government or even in the event of 
a minority government supported by 
Congress(R), the Centre represeilted by 
tin? Governor, the CRP and the military 
will have to be firmly entrenched in 
West Bengal (ot quite some time. The 
implications of thi.s aro obvious in a 
State where violence has become a way 
of life. With the possibility of coming 
to power through elections remote, par¬ 
ties vvhich had been fighting among 
themselves might tiini their attention 
to what could be accepted as the com¬ 
mon enemy, namely the Centre. 

Because of the peculiar political t*x- 
perii’nco of the people of the State, 
West Bengal is fast departing from the 
inuinstream of Indian politics. Its isola¬ 
tion from the rest of India indicates the 
first stirrings of realisation that the' 
Indian political system is simply not 
flexible enough to adapt itself to the 
fundamental change that is demanded. 

March 16 


New Opportunities on Diplomatic Front 

G S 


THE overwhelming vote for stability 
which the election result mainly re¬ 
presents, provides the new Government 
with rare opportunities for taking the 
initiative in reshaping India's inter¬ 
national relations. This is despite 
pressing economic problems at home, 
In fact, the very enormity of domestic 
problems should be an inducement to 
ending the post-1962 phase of look¬ 
ing inwards and .should also lead to 
taking a fresh look at some of India's 
foreign policy problems. 

Banishment of poverty is un¬ 
doubtedly high on the Government’s 
list of priorities but is easier said 
than done. Revitalising the economy 
and expanding employment opportuni¬ 
ties is a long drawn out process. 
Countries with greater material 
resources or those with a better orga¬ 
nisation of manpower resources than we 
have at the .moment, find the going 
slow and arduous. TTiough the Prime ' 
Minister and her party have been ' 
relatively modest in their electioi^ 
promises, the revolution of rising 
expectations which'ii#' 
response of the eketorate cahs for a 
pace of chan^ which the country has 
not seen so far. / , 


It may be too alarmist to say that 
if Indira Gandhi fails to work wonders 
in the shortest possible time the ballots 
cast for her will turn into brickbats oi 
bullets. 'The confidence reposed in 
her and the credibility she undoubtedly 
enjoys among the people — sonve • 
other parties like the PSP ‘which also^ 
claimed to be socialist have not 'been 
taken at face value — are not likely 
to be eroded so soon and so com* 
pletely. Yet there is no inconsistency 
in saying that the vote for stability^ 
is also a vote for speedy change. Thc^ 
danger, however, lies in two other 
aspects of the situation. First, aN^ 
serious attempt at an economic break- 
through demands some re-ordering oi 
India's foreign relations and consequenf 
reduction of military and other com¬ 
mitments and second, the pace dt 
change, however quickened, ^111 not be 
commensurate with the requirements 
of the situation. 

DOMlKANCE IN PAHiaTAN 

$0 one must ask» what kind of 
initiative ar^ po^ible in the cootaxt of 
the dumgi^ situatton at home and 
abroad? The developments in Pakistan 
following the fir^t adult , franchise 
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election In tbnt country la^t December 
> are too obvious to be recounted in 
detail. In spite of all that has happen^ 
ed in the eastern wing in the wake of 
the mistaken postponement of the 
National Assembly session, there is 
still hope that there will be lio; 
of the ways between Ea^i, ^id Witt 
Pakistan and that ultoately Mujibut 
Rahman will emerge it the dominant 
force in an undivided Pakistan. 

Such a happy consummation will be 
as much in India's interest as that ol 
Pakistan. One can understand the 
sentiment in India to pay Pakistan back 
in its own coin and rejoice at the dis¬ 
comfiture of those in Islamabad who 
have never in the past concealed their 
^>1iappiness at the emergence and growth 
Cp of separatist movements ini India. 
^■Pakistani leaders from former President 
Ayub Khan downwards had not made 
a secret of their feelings that a weak 
Central government in New Delhi, 
bedevilled by separatist urges in the 
south and the north>east, was the best 
guarhntee of Pakistan's security. The 
material and moral support to the Naga 
and Mizo rebels and tne expectation, 
officially encouraged from Islamabad, 
that after the 1967 elections West 
Bengal would be practically a separate 
entity were sufficient proofs of that 
approach. 

Tabu:s Ark Turned 

Now apparently the tables are turned. 
While centrifugal tendencies have un¬ 
doubtedly been arrested in India, the 
relations between the two wings of 
"'Pakistan have reached breaking point 
But^ it is ofte thing to sympathise with 
Cast .Pakistan's clamour for autonomy 
and quite another to visualise with 
relish the emergence of two Pakistans. 

^ Even Jayaprakash Narayan, who has 
been a steadfast friend of the people 
\>f Pakistan, and a consistent votary of 
Mdo^Pakistap friendship, has allowed 
ymmself to ^be carried away by the 
'^emotional f&H-out of Mujibur Rahman's 
'4ieroic iead^ship. 

In the loni rusr lacllii have little 
tp gain and ifrom a fur¬ 
ther division/of A, West 

Pakistan whioiit the * geo-political 
ballast of the eastern Wing will be 
putty in the hands of politicians like 
Z A Bhutto, whose main i^iahk will be 
^'hate India*\ The, Inimedlate result 
will be the efscalatlon of tension 
<. be^een the two countries and a fur- 
tber rise in.India's defence egpenditure 
at a time investment In more 

pto4^cHye gphefes Is the pfH of the 


hour. At the sSme time, the ^astero 
and north-eastern parts of India will 
be* under the emotional influence of 
Bengali sub-nationallsni. Regional dis¬ 
parities are not peculiar to Pakistan 
though the neglect and exploitation of 
East Pakistan has perhaps no parallel 
elsewhere. Because of geographical 
proximity and other factors the 
tremors of the Dacca developments 
will be felt most in India. 

RKiJOtA’UDN OF TeN.SION 

If, on the other hand, a parliament¬ 
ary set-up with due place for East 
Pakistan and its chosen leadership is 
the ultimate upshot in Pakistan the 
result will be far different. Kashmir 
will no longer be the key to Indo- 
Pakistan friendship. The atmosphere 
will be conducive to a step-by-step 
relaxation of mutual tension and settle¬ 
ment of dispute^. Trade and cultural 
relations will be resumed and travel 
between the two countries will 
normalised. In other words, a situation 
which has never existed since the 
formation of Pakistan in 1947 will 
come into being. 

Simultaneously, with East Pakistan 
as a pressing precedent, New Delhi will 
be in a mood to go some way in 
accommodating the urge for greater 
autonomy in Kashmir. Kashmir will 
thus be an entirely Indian problem 
and not an Indo-Pakisatn bone of con¬ 
tention. To that extent, the champions 
of Kashmir's right of “self-determina¬ 
tion'* in West Pakistan will be dis- 
armed* The logic of a strong and 
stable government at the Centre is that 
complaints of regional imbalance and 
demands for autonomy will cease to be 
viewed as acts of treason or attempts 
at secession. They will come to be 
treated for what they are — a world¬ 
wide phenomenon logically flowing 
from the urge of the under-privileged 
everywhere for a place in the sun. 

Apart from that, in. Urge parts of 
north India, especially Delhi, the Ian 
Sangh failure in the elections is an 
index that rabid and narrow national¬ 
ism has ceased to evoke the response 
which it used to earlier, particularly 
just after 1967. Even the hijacking 
of the Indian Airlines plane to Lahore 
failed to be manna for the Tan Sangh. 
It was not insignificant that M L Sondhi 
who failed to make the grade in New 
Delhi, was in the forefront of the anti- 
Pakistan demonstrations and that 
earlier he had also indulged in activities 
like burning an effigy of Mao Tse-tung 
in a New Delhi park. The voters might 


have been amused but they were 
impressed. . ^ 

In short, Indira Gandhi^ now has a 
rare opportunity to take the initiative^;,; 
vis-a-vis Pakistan once the sftuatkui / 
there crystallises. The feteirs of some . 
External Affairs Ministry officials that ^ 
any impression of not being tough with / 
Pakistan after the hijacking incident 
would spell the electoral doom of the 
party in power has been convincingly, 
and happily, falsified. The over-reac- ‘ 
tion has, in retrospect, at least one ' 
saving grace — delaying and imped’ > 
ing troop movements to East Pakistan. .* 
Once the Dacca talks yield a settlement 
New Delhi can make a goodwill gesture 
by ending the ban on overflights. Com¬ 
pensation for the destroyed aircraft 
and its cargo and punishment of th^ y 
hijackers can then be subjects of ^ 
bilateral negotiation and settlement. 

China Poijcv 

Concerning China, a spokesman of 
the External Affairs Ministry has said 
that nothing has happened to warrant . 
an initiative by India and that the ball 
is in Peking’s court. He has added 
that there is no indication that China 
will reciprocate any gesture made by / 
India. That is all right for the record" ' 
but diplomacy is not conducted that 
way. Even Nixon has not missed an 
opportunity of probing Peking’s mind 
and throwing out feelers. The elec¬ 
tion has put Indira Gandhi in a posi¬ 
tion of strength at the head of a united 
party with a massive popular mandate. 
Whether Peking radio acknowledges it 
formally or not, it cannot be oblivious 
of the new objective situation in India, 
Moreover, even the most pessimistic in 
the Defence Ministry cannot now claim 
that China still poses a military threat 
to India in the changed context of the 
international and regional situation. It 
must also be added that once Indo- 
Pakistan relations take a turn for the 
better China's political leverage in this 
part of the world will decrease accord¬ 
ingly. 

To sum up, Indira Gandhi is now in 
a position which Nehru enjoyed only 
briefly in the first flush of our freedom. . 
With China, she has a unique opportu¬ 
nity for undoing much. that has hap¬ 
pened since 1959. And an India 
unencumbered with problems with 
Pakistan and China will be a force to 
be reckoned with in this part of the 
world. 

(More Letters from Corresponderds ap^ 
pear after the Review of Agriculture,) 
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help potentially Viable small farmers, the Fourth Plan envisaged the 
thag' up of Small Farmers Development Agencies in 46 selected (fte 
Already in 40 districts or so the work has commenced hut some problems 
implementation have cropp^ up. The first problem is that of identifying thil/; 
small farmer. Even assuming that some rough and ready method is 
for this purpose (for. instance, taking all fanners cultivating 5 acres or less 
small farmers), the problem is not solved because among small fanners there;' 
are oral lessees and share-croppers who do not have any recordt*d rights in.;' 
land, though for all practical purposes they are tenants. How are these sbaro'^ .i 
croppers, who constitute a significant proportion among the small farmers, gOf ) 
ing to be helped? ^ 

The mere provision of credit for purchase of inputs, etc, may not help . 
much because a significant part of the benefit may actually go to the landlords 
by replacing the credit which they would have provided otherwise and by. 
way of additional returns to thtj landlords who generally take at least half the^; 
gross products as their share. Further, since the share-croppers' share in the 
produce is only half, they run the risk of Ix^coming defaulters if agencies like 
commercial banks provide all of their requirements of finance; if to avoid this * 

risk credit 'is provided to them on a lower scale, a part of their production 

needs may remain unsatisfied. Furthermore, landlords may also see to it that 
share-croppers do not come forward and declare that they are cultivating 
such and such pieces of land. - 

The solution to this problem lies in land reform which should in fac^ . 
be considered the first stage in any effort to help small farmers who happen/^] 
to be share-croppers. Also, by fixing the land ceiling at a lower level and ' 

distributing the surplus land to sub-marginal farmers rather than to landless, ' 

persons, it should he possible to convert a sizeable numlwr of small farmers, 
into viable farmers. To try to help the share-croppers and suh-marginal far¬ 
mers as tliey are today through the small farmers development programme, ii > 
to try to intmdiice the second stage without implementing the first. 

If the State goveraments are really serious about it tlieie is no reason 
why a wt'll conceived programme to improve the lot of small fanner.s who 
are share-cioppers should not succeed. There are loopholes in land rcfomi' ■ 
law which can he plugged. Take, for instance, the fpiestion ol al>sentee land- , 
loids who me considered as j-iersonally cultivating their lands. If it is laid ^^ 
down that a landholder will bi? deemed to be rMjrsoniilly cultivating his land , 
only if h<^ resides for a major pait of the year m the village where the land 
is situated, then many of the absentee landlords would lose the advantage of 
being considered cultivators. Once personal cultivation is defined as sug¬ 
gested above, many of the sharc-croppi'rs will become tenants and can bo 
given all the rights which tenants have been giv<*n under the laml rcfomi 
programme, including that to acquire ownership ol such lands. 

The second major problem with regard to the implementation r>f the 
Small Farmers Development Agencies programme is in the organisational field. 
Credit to small farmers calls for effective technical service without which it 
fails to take the farmer to a higher level of farm tecluadogy. As it is envisaged 
at present, the Small Farmers Development Agency is only a co-ordinating 
agency, while progress depends mainly on the capacity of lending iastitutions 
like th<* primary credit societies and commercial banks. Over most parts of 
the country co-operative credit agencies cannot measure up to the task W'ith- 
out radical reorganisation and rt^orientation. Commercial hanks, too, have so 
fat acted as mere credit disbursing agencies: to ensure recovery they have 
in most cases avoided small tanners. 

In this connection it may be worthwhile to examine whether instead of 
the Small Farmers Development Agency, one could thinlc of a Small Farmers 
Development Company at the district level which would take up all the work 
chat is now contemplated to be token up by the Small Farmers Development 
Agency. It would formulate individual and group schemes (n)inor irrigation, 
dairy development, household industries for small fanners, etc) for small far¬ 
mers and execute them. Normally, any proliferation of institutions is to Iks 
viewed with the utmost sceptidsm, but in this case once an agency of the 
type su^ested is sejt up, commercial banks need not expand their direct 
lendfpig to small farmers.' An arrangement of this type can meet problems of 
mlscitilisation of funds, overdues, cheating by dealers and so on. Some private^ . 
ofioria jfure under way to set up agencies such as an Agricultural Service - , 
Organtiation to help farmers, but with a public agency to give the lead and ; ; 
. business approach to solving Ae problems of small^ 




Green 

and Incomes in Western UP 


Ian R Wflls 


While the new agricultural technology has significantly increased foodgrains production, relativelu 
little is known about its potential impact on agricultural employment and irKomes, 

In this paper, a linear programming model is employed to examine the implications of general accep¬ 
tance of the new technology for agricultural employment and incomes in a single development block in 
Western UP. The new technology available to local farmers in 1967-68, it is assumed, will be generally 
adopted by 1972-73, and the resource productivities on farms using the new inputs in 1967-68 are as¬ 
sumed to be representative of cdl farms in the block in 1972-73. ' 

The results of the exercise indicate that widespread adoption of the new technology will substanti¬ 
ally increase total agricultural employment in the area and will raise average agricultural wages, with most 
of the wage increase coming in the October-November post-monsoon harvest period. Despite the rise in 
wages, agricultural incomes of landless labourers will rise less than those of landowners; and the wide¬ 
spread use of labour-saving machinery will, it seems, drastically reduce the incomes of landless labour¬ 
ers. On the other hand, the results suggest that the new technology will work to the advantage of smaller 
farmers if crucial inputs such as fertilisers are evenly distributed on the basis of area operated. 

However, the results presented here do not give conclusive evidence about the effects of the new 
technology on employment and incomes, as several limitations are imposed by assumptions moJe and 
data used. 


FOLLOWING the success of the new 
agricultural technology in raising food- 
grain production in the wheat-growing 
areas of Punjab and UP, attention is 
turning to its effects on the fortunes of 
various groups within the lural popula¬ 
tion. A number of observers liave 
voiced concern about the possible effects 
of the new technolog>' on employment 
in agriculture and on the relative in¬ 
comes of various groups who depend on 
agriculture for u livelihood, such as big 
farmers and landless agricultural labour¬ 
ers [1 and 2]. Closely related to this 
concern is the current discussion on the 
appropriateness of extensive agricultural 
mechanisation — particularly tractonsa- 
tion — in an economy characterised by 
a relative shortage ol modmu capital, 
by a large proportion of the work-force 
being dependent on agiiculture, and by 
a rapid rate of increase in the rural 
population [3]. This paper seeks to 
throw some light on theM* arguments by 
examining the implications of general 
acceptance of the new agricultural 
technology for agricultural employment 
and incomes in a single development 
block in Western UP. The locality 
chosen was Bisauli block in Budaun 
district.^ 

Me'ihqdology 

In the , 1967-68 season, the items of 
new technology which were widely 
available to western UP farmers were 
new c'ereal varieties, new varieties of 
mustard and potatoes, modem pumping 
equipment, and chemical fertilisers.* It 
is asaimed that these inputs will be 
generally adopted by farmers by 1972- 
73, and that no other inputs will be¬ 


come widely available to farmers within 
the same period of timf‘. Government 
policies arc represented by assumed rates 
of growth in fertiliser supplies and 
private pumping capacity within the 
block. Assinnptions are also made about 
future supplies of other inputs and 
about future input and product prices. 
The implications of these assumptions 
are discovered using a linear program¬ 
ming model to represent the crop pro¬ 
duction situation within the block in 
1972-73. The model incorporates pro¬ 
grammes for 'typical' individual farms 
of different sizes, so that the block-level 
solutions also yield infomiation about 
the impact of the new technology on 
different-sized farms. 

In addition to fundamental assump¬ 
tions concerning the adoption of the 
currently-available new technology and 
the availability of additional new tech¬ 
nology, the following assumptions are 
made in the model; 

(\) The prices of all agricultural pro¬ 
ducts and of certain inputs are un¬ 
affected by the volume of agricul¬ 
tural production within the hlpck.*,-* 

(B) Farm operators are concerned only 
with crop enterprises, and their aim 
is to maximise the money value of 
their net annual agricultural in¬ 
comes. 

(C) Important agricultural inputs are 
divided Into fhrec groups" according 
to the level at which their quantity 
is assumed to be fixed in a single 
year: (1) land, family and per^- 
nent hired labour, publicly ^ sup¬ 
plied irrigation water, and 

ing funds, are assumed fix^ iff 
quantity at the farm Icvifl; (2) 


cliemical feitilisers and casual hired 
labour are assumed fixed in quan¬ 
tity only at the block level and can 
be transferred between fanns; (3) 
privately-pumped water is assumed 
to be produced only on the large 
farms and to be saleable to farms 
of all sizes. 

(D) Tile combinations of scarce inputs 
available to the ‘typical’ farms in 
the model cover all the combina¬ 
tions of scarce inputs which will bo 
found on local farms in 1972-73. 

(E) Yield variability due to varying 
seasonal conditions is absent. 

The problem of predicting levels of 
input use and resource productivities in 
the block in 1972-73 is handled by as¬ 
suming that levels of input use and re-, 
source productivities applying on'selected 
farms in the block in 1967-68 are re¬ 
presentative of all farms in the block in 
1972-73. The farms selected for this 
purpose were farms where the fanner 
had made extensive use of the new in-/^ 
puts in 1967-68; these farms were sur¬ 
veyed to obtain the required information^ 
On input use and crop yields. 

Otlier important survey findings which" 
are taken into account in the design oF 
the linear programming model are that: 
(1) the new inputs in use in 1967-68-' 
did not substantially dianga^the conduct 
of regular crop ojperations and hence 
did not cause ina|or managerial pro¬ 
blems; (2) a market lor prlvately-pump-: 
cd water existed am) Was widdly accept- 
allowing sindl lairmers to share the 
benefits modm pmpbpijg 
and (3) the rate of ado^i^n dl the 
technology appeared to^ be 
determtnf^by bf, 9QV<^ 
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n^otwooiitfolled inputs pisurticularly 
diemical fertilisers, medium and kmg- 
tenn credit, and electricity for pumping 
units. 

Data 

Technical data concerning crop pro¬ 
duction in the Bisauli area were collect¬ 
ed in interviews with farmers in Bisauli 
block and from the fann management 
extension service of the UP Agricultural 
University, Pant Nagar. Interviews were 
* conducted in June and October, 1968.® 
The farmers selected for intei-views had 
all made extensive use of the new inputs 
in 1967-68. 

The crop enterprises included in the 
model are those foimd on the survey 
farms. No other agricultural enterprises 
were important and hence none are in- 
- eluded. The yields and input require¬ 
ments for the various crops are assumed 
to be the same on farms of all sizes. 
.This assumption is based on data col¬ 
lected in the Bisauli area and on the 
results ol earlier farm surveys [4 and 5]. 

Estimates of future availabilities of 
the major agricultural inputs are derived 
as follows: 

Land i — The size distribution of 
holdings by cultivated area is given in 
the 1961 census. This size distribution 
is assumed to be fixed over time. 
Farms in the block are aggregated inbj 
three size groups, Wer 12 acres', ' 6-12 
acres’ and ‘2-6 acres'. Each group is 
represented in the model by a 'ty'pical' 
farm of approximately mean size for 
thi*" group — 20 acres, 8 acres and 3.2 
acres, respectively. Holdings with less 
than 2 acres cultivated account for ap- 
^proximately 5 per cent of the cultivated 
area, in ‘‘the block and arc not represent¬ 
ed in the model. In addition to the 
size of holding constraints, the model 
includes separate constraints for the same 
land in different crop seasons during the 
^ year and separate constraints for land 
having different soil types. 
iMbour: — The 1961 census gives in- 
^ {ormation on the occupational structure 
^and age distribution of the population 

the block and die district in 1961. 
This info^nnation is used as die basis for 
>estimating the maximum number of 
persons available for crop production 
work in a particular month in 1961. 
Population growth projections for UP 
State plus pd$t population growth $tatis- 
ttes for ^, State and the district are 
then osed. to estimate ^ the maximum 
number of person availal^^^ for crop 
pxo^Gtion work in X972-'tr3, This esU- 
work force is split into < 1 ) 

^ fa^y p<e^^^ hired labour and 
(Sji^ Uboujt» and the re^ts 


’ of previous farm managenmt surveys 
are used as the basis for esdmating the 
maximum amount of labour time per 
worker per month which members of 
each group can deVote to crop produc¬ 
tion work [5, Table 3.21]. 

The maximum availability of labour 
within the block in 1972-73 was esti¬ 
mated to be just over 100 man hours per 
month per cultivated acre. Both cate¬ 
gories ot labour recognised in the model, 
(a) family and permanent hired lalxiur 
and (b) casual hired labour, are sub¬ 
divided into six separate labour const¬ 
raints representing labour available at 
six different periods during the year. 

Irrigation Water :— The water supply 
capacity of state tube wells and persian 
wheels is assumed to remain constant 
at the 1968 level. Pumping capacity 
due to privately-owned tube wells and 
pumping sets installed in the block is 
assumed to rise by 120 per cent over 
the four years 1969 to 1973. With all 
sources delivering at capacity, the as¬ 
sumed total irrigation water availability 
in 1972-73 averages approximately 5.7 
inches per month per cultivated acie. 
The model includes separate irrigation 
water constraints ior water available in 
four separate periods Ix'tweeu Septem¬ 
ber and June, 

Chemical Fertilisers ;—^Two alternative 
estimates of the future availability of 
nitrogen fertilisers in the block are used 
in the model — twit'e and three times 
the reported level of nitrogen use in 
the block in 1967-68. It is assumed 
that phosphatic and potassic fertilisers 
will be applied in fi.ved proportions 
with nitrogem in the ratio 4N; 2 P 3 O 5 : 

1 KjO. The implied rates of increase 
in feitiJiser consumption in the block 
approximate those projected for UP 
State over the corresponding period 
during the Fourth Plan [ 6 , pp 183-184]. 

Operating Capital :— Rough survey 
estimates of current expenditures on 
crop protluction in 1067-68 provided 
the only clues to the total availability 
of short-term operating funds.® Due to 
a lack of definite information about the 
availability of operating capital,^ the 
model is solved for alternative levels of 
operating capital. Based on the results 
of previous farAi management surveys 
in western UP, it is assumed that per- 
acre availability of operating capital is 
the same on all sizes of farms included ^ 
in the model [5, Tables 4.6 and 4.17], 
[7, Table 53]. 

The oBier major input employed in 
crop production in the study area, 
hulbck power, is not explicitly included 
in the tno(leL In the farm survey it 
was fouiKl that the requirements for bul¬ 


lock power in crop production 
those for human labour at sowing 
threshing time. Calcufations based 1 ^: 
the survey data indicate^ that in 
Bisauli area human labour would alwaya/ 
limit the expansion of crop productibiEl;: 
before bullock power. 


In addition to the constraints repr^ 
seuting future input availabilities, tlie^ 
inode] also included constraints design^^' 
to ensure that certain minimum quanti*.' 
ties of cereals for home consumpUou ; 
and green and dry animal fodder 
product^ on each type ol farm. 

The product pnecs used are 1968^- 
season harvest prices from the Bisauli 
area.® The input prices used are also, 
those ruling in the area in 1968-6^ 
however, in the cases of casual labour 
and privately-pumx)ed water, where th^ 
total supply available in the block 1 $., 
fixed and the input in question is not’ 
administratively priced and is transferr^; 
able between farms, 1968-69 avei^O 
prices are not equilibrium juices.!^. 
Equilibrium wages and equilibrhiiU. 
pumped water prices are determined by" 
a process of altering the assumed price 
and re-solving the model until the 
sumed price equals the price implied in 
the linear programming solution. 


The Model 

The linear programming model waa^ 
used to calculate optimum cropping 
patterns for six future production situa^" 
tions. The six possible altemativos ^ 
considered covered two levels of fertiliser 
availability (two and three times ther 
1967-68 level) and three levels of 
operating capital availability (Rs 125, 
Rs 175 and Rs 225 per acre per year). 
Only a single level of future private 
water-pumping capacity, 120 per cent 
greater than -the March 1969 level, was 
considered- At this level of availability 
of irrigation water, there was not less 
than 40 per cent surplus pumping capa« 
city in February-March (the period in 
the year when the rate ot water nso 
was invariably found to be highest) in^ 
each of the programmed solutions. 

In the initial programming runs, solu¬ 
tions were obtaine<l for the six alter-, 
native situations with the wages of hired 
labour in all months fixed at Rs 3 pet . 
day, the generally-accepted minimum 
wage for adult males in the study ate^ 
ill 1988-09.^® In the initial solution 
.these wages were below the wage levels 
implied in the solutions for the months 
of October, November and April. As¬ 
sumed wage levels were then altetod 
and successive new solutions obtained 
until assumed wages and implied wages 
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for these three iTipiiths were approxi¬ 
mately'equal. As a rtoilt of this proce¬ 
dure, Rs 12 ix*r day, Rs 8 per day, and 
Rs 4 per day, were estimated to be 
reasonable approximations of equilibrium 
wages in October, Noveml>er and April, 
respectively, over the range of fertiliser 
and operating capital availabilities con¬ 
sidered. 

The cropping patterns and other in¬ 
formation obtained from six separate 
solutioiiN are presented in the form of 
average's over the six solutions. This 
prot'tjdiire is based upon the expecta¬ 
tion that, m the real world, we are 
likely to get groups of ianns within the 
block which are representative of tlie 
various programmed fertiliser-operating 
capital combinations. 

Results 

The. average cropping pattern and 
crop production deiived from the six 
separate solutions are given in Tables 
1 and 2, where they arc compared to 
the croppnig pattern and crop produc¬ 
tion recorded lor Budaim district in 
1967-68. The model predicts a rise in 
overall cropping intensity and a shift 
in both cropping pattern and product 
mix, «avvay from non-bM)dgrains and 
wheat towards kharif cereals and rabi 
pulses. The predicted increases in out¬ 
put, over the period 1967-68 to 1972- 
73 , are very large for all the major cate¬ 
gories t)l crops — 113 per cent for 
foodgrains, 174 per cent tor sugaicanc, 
and 113 pei cent for oilseeds.^'In the 
case of kharif cereals the predicted in- 
crea.se is 196 per c'cnt; however, the 
predictions for maize and rice are prob¬ 
ably overestimates because for (Jest 
maize and clesi paddy net returns above 
assuinetl costs of hired labour and 
operating capital are so small that tw- 
„<.rs will lose very little revenue by 
sowing less than the predicted areas. 
Comparing this revenue loss to the Mtra 
managerial effort required to handle a 
larger crop area, farmers will probably 
not consider it worthwhile to grow as 
much kharif cereals os the results from 
the model suggest. On the other hand, 
all the rabi crops show substantial net 
returns above assumed costs, so it ap¬ 
pears that fanners will want to ^ the 
maximum area possible in the rabi 
season. 

After allowing for the probable over- 
mtimation of kharif cereal production, 
the production figures in Table 2 stffl 
overstate the production increases m 
Bisaull block. The 1967-68 figures in 
Table 2 are averages for Budaun dis¬ 
trict; In 1967-68, Bisauli Wock was 


substantially -above averaj^ fpr the dis¬ 
trict in terms of public and private 
irrigation facilities installed; also the 
land in the Bisauli area is above- 
average for the district in terms of 
natural productivity.^^ 

Table 3 gives the monthly pattern of 
c rop labour demand and wages derived 
from tluj progif'amming solutions and 
compares them to 1907^8 data for 
Budaun district. The monthly pattern of 
labour demand in 1967-68 is estimated 
by applying the labour-requirements co¬ 
efficients used in the programming mo¬ 
del to the 1967-68 crop statistics in 
Table 1. These results are discussed in 
the following .section, which deals with 
empla>Tnent and wage.s. 

Turning to the implications for the 
different l\pes of farms represented in 
the model. Table 4 gives the average 
cropping patterns on large, medium and 
small farms and Table 5 gives the gro.ss 
and net incomes per acre from crop 
production obtained by large, medium 
and small fanners. Under the assumed 
allocation of operating capital and with 
fertilisers allocated l>etween fanns ac¬ 
cording to their marginal value produc¬ 
tivity on each type of faira, the pre¬ 
dicted net returns per acre from crops 
alone arc 40 per cent higher on small 
farms than on medium farms and 16 
per cemt higher on medium farms than 
on large funns. This results from the 
fact that the ratio of permanent labour 
to land and operating capital is declin¬ 
ing as we go from small to medium to 
large farms, so the larger the farm, the 
greater the relative requirement for ex¬ 
penditure on lured labour, particularly 
expensive Octol>er, November and April 
labour. When returns from predicted 
sales of pumped xvatcr by large fanners 


TABI.E 1: AVEttACie PATtES^ 

PrKoicteo fOb RisAtu Btpe^/fN L972^ 
73 AND Actoal chopping Pattisbn w 
Budaun Disitoct in 196T-68. 

(per cent of total cultivable area , 


Crop 1972-73 

1967-68 

Hybrid maize 


0.3 

Desi maize 


8.0 

Hybrid bajra 

5.5 

0.4 

Desi bajra 


22.6 

High-yielding paddy 


0.3 

Desi paddy (irrigated) 

1,3 


Desi paddy (unirrigated) 

7.3 

• 7.6 

Peanut 

12.9 

12.9 

r^utato 


1.0 

Mustiurd 

8.9 

0.3 

'Mexican* wheat 

16.3 

5.6 

Deri wheat (irrigated) 

14.1 

8.1 

DeH wheat (unirrigated) 


11.7 

Wheat and gram 

0.7 

15.3 

Pea (irrigated) 

26.0 

2.5 

Pea (unirrigated) 


2.8 

Cram (irrigated) 

14.6 

3.4 

Cram (unirrigated) 


• 

Ariuif 


17.3' 

Sugarcane 

8.6 

27 

Otlier kharif 

10 .8^* 

4.0 

Other rabi 

10 .8** 

3.4 

Total kharif 

78.6 

58.8 

Total rabi 

89,2 

74.1 

Total kharif cereal 

57.1 

39.2 

Total wheat 

31.1 

40.7 

Total rabi pulses 

40.6 

26.0 

Total foodgrains 128.8 

105.9 


Source: of 1967-68 data; (10, Table 3.3) 

* Complete information not given 
in piibli.shed statistics — esti¬ 
mates made in these cases. 

♦ • Land set aside to produce green 

fodder for farm animals. 


Tablk 2: Avehage Cnop Production 
BnEDiCTfSD FOR Blsauij Bi.ock in 1972- 
73 AND Actual Crop Production in 
Budaun District in 1967-68. 
(metric tonnes per 1,000 cultivated 

acres) 

Crop 1972-73 1967-88 


are added in, per-acre net returns on 
large farms are equal to those on me- 
diiirn farms. 

Impi.icattons for Employment and 
Wages 

The estimate in Table 3, *>f a 57 per 
C'cnt rise in annual crop labour require¬ 
ments between 1967-68 and .1972-73, 
must be interpreted with caution. On 

the one hand, the crop yields assumed 
in the model are higher thap those ob¬ 
tained by average farmers ip Budaun 
district in 1967-68; so appjicatioii of 
the modeVs labour-u^ co-efficients to 
the 1967-68 cropping pattern will tod 
us to an underestimate of ch|m3e (h 
labour requirements, because/ Jf 
are lower, less harvest hfboitf to 

needed. On the other in, 

Bisauli block are genec«dlyjib^ 
for the district as whrfe; also, fti 


Deni maize 
Hybrid maize 
Hyl)rid bajra 
Deri Baira 
Rice (clean) 

Peanut 

Potato 

Mustard 

‘Mexican’ wheat 

Oesi wheat firrigated) 

Deri wtoat (imirrigated) 

Wheat and gram 

Pea 

Cram 

Arhar 

Sugarcane. ', , 
Other kharif 
Other rabi 
Total kharif oereaj. ^ 
Tcital wheat - 
Total raW ' 

tbtal ^ 


194 1 

23 

50 1 

40 

25 

28 t 

54 

37 


37\, 

27 

1 ^ 

179 , 


75 ! 

182 

3 ' 


130 

15 

58 

27 - 


30 

1260 

480 


10* 

269 

91 

257 

m 

, 188' 

■‘iU-- 



to|,. ||10,V 



tonnes. . 
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Taiilf 3; Timf-Paimtikn of Labour Dkmand and Wages Predicted for 
Bisauli liLOiK IN 1972-73 Compared to for Bud\un District in 1967-68 


Months 


J 972-73 


1967-68 


L.ihonr Demand Wages Lal)oiir Demand Wages 

(niaii-da\s/ (Its/ day) (man-days/ (Rs/day) 
month/ month/ 

1000 aei( s) 100 acres) 


Mav-August 

47{«) 

September 

7800 

Ocfrrber 

10700 

Novt'mber 

107()() 

lAeeeinbei-March 

5000 

.April 

10900 

Avei.ige pel month 

6600 

T\iii i: 4: Am.hvcf C>Horpi\c Pa i-ii.hns 

rCD FOR 'I'hri Sr/Fs 

OF 1" vRMs IN 1972-73 


(per cent) 

rao[)-i l-.iigf 

Medium Small 

Oesi mai/.t' 33.G 

46.0 47.0 

n\I)ri(I haira 13.2 

4.4 

Deri piiddv 


(litigated) 

5 0 

Desi i)ady 


(uniirigated) 15.2 (i.2 0.8 

I’eanut (unirrigatetl) 

18.0 16.7 

Mii.stard 9.2 

9.1 8.3 

‘Mexican' wlu at 12.8 

18.0 16.7 

Desi vs heat 


(irrigated) 31.0 

5.1 12..5 

^Vhea^ and grain 2.8 


Pea (irrigated) 29.6 

24.4 25.4 

Gram (inigated) 2.0 

25.8 6.7 

Sngauane 4.0 

7.fi 1.5.4 

.Vrea ^et asitle 


foi grtM'ii (odder 8.0 

lO.O 15.0 

TmU.F. 5 ChlOSS AND 

Nf.t Crop 

RFfl'IlNN FEB 

Actie J^RF.DieTEn 

I- OR Thrf.e Sizes of Farms 

IN 1972-73. 



(in Rs) 

fvne of Fami 

Large 

Medium Small 

Cross crop 


returns 

7()fJ 701 801 

Returns net 


of haivestiiig 


costs 

52.5 026 8.33 

Returns net 


of harvesting 


costs and 


operating capital 


costs 

394 456 641 

Returns iinni 


Water sales 

75 

Overall net 


returns 

46fi 456 641 


1967-68, Ialx)ur requirements tor irriga¬ 
tion were higher because of the wide¬ 
spread use of Persian wheels. Overall, 
the annual ciop labour requirements pre¬ 
dicted for the block in 1972-73 are pro¬ 
bably 30-50 per cent higher than actual 
crop lalxmr requirements in 1967-68/'' 
This estimate of the increase in total 
crop labour requirements is, of course, 
conditional on the assumptions made 


3.0 

29(K) 

3.0 

3.0 

4500 

3.0 

12.0 

8900 

4.0 

8 0 

7100 

4.0 

3.0 

1900 

3.0 

4.0 

10700 

7.0 

4.25 

4200 

3.50 


eoneeinirjg the future size of the labour 
lnrc(‘ availaldi^ for crop production w'oik. 

1’nrning to wages and referiing to 
tile last two cfdiimns of Table 3, it can 
Ih' seen that the pattern of monthly 
wagt's reixnted in the Bisauli area in 
l9(i7-68 is in line with the pattern of 
labour leqnirements implied by the dis¬ 
trict crop statistics for that year. 
ev<T, theie arc major discrepancies Ix'- 
tweon the October, NoveTn])er and April 
wages in 1967-68 and the future wage’* 
m Iht •se inontbs as predicted by the 
prf)gramming model. These discrepancies 
may be j^artly attributable to the fact, 
discussed above, that farmers will pro- 
l)al)ly soNv less-lban-oplimal areas of 
ilr i maize and other kbarif crops, 
which add little to net returns wdien the 
percentage of kharif area sovsti is high. 
The lesnlting fall in October-Noveniber 
wages may in turn make rabi crops more 
pjofitable and lead to a rise in the 
April wage since all the major rabi 
crops arc sowm in Oc'tober-Novomber 
and harvested in April. Another factor 
to be kept in mind while considering 
April wages is tht^ importancx* of ‘time- 
linesb’ in the wheat harvesT — the' co- 
efficir nts in the model do not reflect the 
fact that each farmer w^ints to got the 
v(‘ry v’ahiablc' crop harvested quickly as 
soon as it is ripe, since there is Always 
a danger of losing some of the crop 
In-cause of wind or rain. This will lead 
to bidding up of the wages of casual 
labour. I.ocal farmers reported that 
most of the wheat harvesting is done 
within a two-week period in April, buf 
that the exact time varies from season 
to season. The April wage predicted by 
the model would probably be higher if 
the model contained an April labour 
constraint covering a two-week period, 
l)ut this would still not completely take 
care f)f the 'timeliness' factor. 

Differing cropping patterns giving rise 
to differing tlm^-pattems of labour re¬ 
quirements are responsible for the rise 
in October-November wages and the 


I all in April wages in the future, rela¬ 
tive to wages in 1967-68, The higher 
main > ields and lower straw-to-grain 
latio of the 'inexican' wheats mean that 
considerably less time and effort ai'e re¬ 
quired to harvest the same amount of 
grain compared with desi wheat. On the 
other hand, because of its later sowing 
date and the need for heavy doses of 
iertilisej\s and iirigation, the widespread 
Li<'lni)tion ol ‘mexican" wheat causes 
Mibstantial increases in November la- 
bfmr requueinents, whicli aie fuitber in- 
cR'ased when it is combined with a 
pnor peanut crop which also requires, 
laim* amounts of labour in November, 
riie very high October wage may be 
spurious since the bulk of the October 
Idixnir is iisexl to harvest th(‘ cicsi maize 
crop, and il the area of this crop is ent 
back lor the reasons discussed earlier, 
the OetobiT wage will drop consider- 
a!)l\. Taking all these faetois jnto ac¬ 
count, wages in these tfirco harvest 
months will probably be moie nearly 
(‘(jnal than the model pierlicts, even 
while nanaining well above wages in 
the other months. 

Due to lack of curient population 
and emplfiyment data for the study 
area, the estimate of the size of the 
agrieiiltnral labour force in 1972 U 
suf)iect to eunsidcrable doubt. In order 
to test the sensiti\Tty of ciopping pattern, 
eniplojTiient and wages to a change in 
the availability of agricultural labour, 
tlu* model has also been solved assum¬ 
ing alternative rates of growth of the 
crop production workforce between 
1961 and 1972.^* The results Trom the 
alternative programming solutions show- 
that changes of 10 per cent in the total 
available casual labour supply havo re¬ 
latively small effects on annual crop 
labour reejuirements and alsSO on the 
overall level and seasonal pattern of 
wages. Tfius it appears that the above 
predictions, of future employment and'' 
wages holcl up cjuite well, even if the 
estimate of future labour .supply is sig¬ 
nificantly in error. * 

Impi.icjations for Agricultural 
Incomes 

The predicted changes in crop produc¬ 
tion will affect the incomes of ^11 mem¬ 
bers of the rural community; however, 
the Tnod(;l only gives information about 
the incomes of three groups of farmers 
and of agricultural labourers. More¬ 
over,, it gives only partial information on 
the incomes of these groups, since the 
contributions of livestock production and 
non-farm activities are ignored, as is the 
contribution which capital inVestoent 
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and capital maintenance activities on 
farms make to the incomes of agricul¬ 
tural labourers. Also the figures in 
Table 5 overstate annual net returns 
from crop pruduelion insofar as they 
neglect land rents, animal fetjd costs, 
and equipment maintenance costs di¬ 
rectly due to crop enterprises. 

The extent ol increase in annual gross 
and net incornes from crop production 
is clilHcnlt to estimate because ol th(> 
absence of reliable iiiloimation about 
average incomes fioin crop production in 
earliei years. Data collected bv the 
UF Agricultural University suivc'v t('am 
in the llisanli area for 19fi7-68 shows 
that gross incomes averaged about Hs 
200 per acie for ‘average’ faiineis and 
Rs 450 per acre for larimas who made 
extensive us(‘ of the n<’\v inputs |4, 
Volume 2, Tabic 16-a]. Other inlorma- 
tion fioin the same surv'fw suggests that 
larmers generally underreported their 
incomt's. Alternatively, when we apply 
JOfiT-OS Bisaiili prices to the 1967-68 
CIO]) piodiiction statistics for Rndaun dis- 
tiicT we get a gross leturn ol Rs ;310 
pn aeie lor the distiict as a whoh*. It 
appeals, therelore, that in the predicted 
situations annual gross ciop returns loi 
the hloek are at least double those ot 
1967-68. 

J'lje aveiage net crop mcfiiiie data 
liom the UFAU siirv< y ale less satislac- 
toi\ than the gross meome data; if 
hiH'd labour is arbitiarily allocated en¬ 
tirely to ciop production, annua] crop 
rctiiins net ol current expeiiditme on la¬ 
bour, water, seeds and feitilisei.s ar<' 
about Rs 100 per acre toi ‘aveiage’ 
JarmcTS and Rs 200 per acie for fanners 
who inado extensive use ol the ii(*w in¬ 
puts U\ 1967-68 [4, Volume 2. Tallies 
l6-a and 20-a]. Based on tli<\sc esti 
mates average net returns Irom cropping 
in the block might increase as much as 
two- to threefold between 1967-68 and 
1972-73. 

The higher por-acrc incomes predicted 
tor small faims serve to remind us of 
a significant consequence of the new 
agricultural technology which appears to 
have been neglected in discussions of its 
effects on relative incomes on different¬ 
sized farms: w'ith the coining of the 
high-yielding cereal varieties the small 
(predominantly subsistence) farmer is no 
longer likely to be restricted to relative¬ 
ly less profitable cropping patems be¬ 
cause of his need to provide certain mi¬ 
nimum quantities of staples, such as 
wheat and animal fodder for home con¬ 
sumption. If he grows the high-yield¬ 
ing c'ereal varielie.s, he can supply these 
needs and still have plenty of land left 
to grow high-yielding cereals for mar¬ 


ket, or to grow other high-profit crops 
such as sugarcane. If the minimum 
wheat and fodder constraints included in 
the model have counterparts in the real 
world, then in diis respect the new 
technology is not neutral with respect to 
the farm size.^^ 

The income advantage predicted foi 
small farms by the model is conditional 
on the assumption that fertilisers arc al¬ 
located bi‘tween faiin.s according to 
their marginal value productivity. Table 
6 shows the resulting distribution of fiM- 
tilisers between farms. If the .small fai- 
iiKTs get It'sser quantities ot fertilisers, 
their crop incomes will fall relative to 
those of the largo and medium farmers.'*^ 

The income of the agricultural labour¬ 
er is determined by (1) wages and (2) 
by the amount of employment obtained. 
Some casual labourers wall be employed 
virtually the year round as are the per¬ 
manent labourers on the large farms. 
With real wages (in terms of 1968 pri¬ 
ce'-) in 1967-68 and 1972-73 at the 
levels reported in the area and the pre¬ 
dicted levels, ri'spcctively, the average 
leal wage over the whole vear for such 
poisons would riso Irom about Rs 3.50 
per day in 1967-68 to Rs 4 25 per day 
in 1972-73, a 21 per cent rise in real 
income ovei the pciiotl if everything 
else remains constant. 

Clearly, high wages in two or thi<*e 
months do not in themselves cause verv 
larg(‘ increast s in the annual incomes of 
agiicultiual lahouieis — the problem in 
estimating the impact ot inereased crop 
labour lequireineiils on the incomes of 
agricultural laboineis is to determine 
how much n( the additional labour le- 
qiiirements will be met by the perma¬ 
nent labour force on farms and how 
nmeh by the casual labour force. Ac¬ 
cording to the assumptions of tJie model, 
casual labour i.s only hired for ciop 
lirodiution activities on each farm after 
the pernument labour force is fully em¬ 
ployed in crop production. As a result, 
none of the solutions requiied any hiiing 
ot casual labour for crop production in 
the periods May-August and Docember- 
March, How'ovc^r, considering the rise in 
crop labour ririuirements in the off-peak 
periods predicted in Table 3, there will 
in fact probably be considerably more 
casual employment in these periods .rs 
a result of tlie predicted changes. 

On th(‘ basis of the labour-reciuire- 
inents and wages in columns 1 and 2 
ot Table 3, payments to hired labour tor 
crop prexiuction activities in September, 
October, November and April 1972-73 
will average Rs 127,200 per annum 
per 1,000 acres. Dividing by the num¬ 
ber of casual workers assumed to be 


'df- 

Tabi>: 0: Ax erace Levels of 

SEH USF. PHEDICrrtlD FOB 
Three Sifes of Farms 
_ 1972-73 _^ 

Type of Farm S 

Level of fertiliser use tn ^ 


(Kg/acre of N + P,0, 

-bK^O) " 18.6 21.4 27.6 

employed in crop production, we find 
that the average casual worker 
will receive Rs 547 per annum. 
Using the 1967-68 data in columns 
3 and 4, and assuming that the 
size of the permanent labour force on 
fanns in the block remtuns constant be¬ 
tween 1967-68 and 1972-73, the pay¬ 
ments for hired labour in 1967-68 are 
estimated to be Rs 53,700 per annum 
per 1,000 acres. Assuming that the mirn- 
ber of casual workers in the block w'as 
17.5 per cent less in 1967-68, the an¬ 
nual crop income for the average casual 
woiker would Ix' Rs 274 per annum. 
According to these calculations, the ave¬ 
rage casual agricultural labourer will re- 
c(*ive about twice as much incxime from 
ciop production activities in 1972-73 as 
he received in 1967-68, and the increase 
will be somew'hat gieatei if his employ¬ 
ment increases as an indirect result of 
the incieases in crop labour requirements 
in th(‘ periods Mav-Augiist and Decern- 
l)cr-March. Clearly, his total annual in¬ 
come will remain largely tlependent on 
his camings in 8 oi 9 months during 
which his employment oppoitunities de- 
ix?nd on the amount of activity- in agri- 
eiiUnie other than cropping^^ and on 
iioii-agncultiiral activity, plus any earn¬ 
ings Irom enterprises of his owm. 

The above results suggest that, W'hile 
the widespread adoption of the new 
t(*ehnology will increase the real inco¬ 
mes ol agiicultiual labouieis who own 
no land or only tiny plots of land, their 
incomes are likely to fall relative to 
farmers’ incoin(‘s (except for the fortu¬ 
nate few who possess .special technical 
skills in connection with the new tech¬ 
nology, o g, persons who have mechani¬ 
cal aptitude or training). On the other 
hand, the high wages at sowing and 
hiiTvest times may piompt the owners 
of large holdings to invest in mechanical 
e<piipment v^hich can substantially re¬ 
places human labour, such as tractors, 
power tilleis, and imwer-driven thresh¬ 
ers. The results presented here suggest 
that widespread adoption of such equip¬ 
ment by the larger fanners who now 
hire large amounts of casual labour 

Ar7 



Review of ^igrlculture Mercb 1^1 £<^6Klr^ ANI^I POUTICAL ’ 

Buying 
a tractor ? 


Then this is what you need: 


37 


the medium size tractor that does a BIG size job ! 


The ESCORT 37 is specially built to deliver all 
of its 35 hp muscle for as long as you need it. 
It gives you bigger pulling power, more 
consistently, than any other tractor of its 
size. On any soil, In any weather. 

The ESCORT 37 is backed by Escorts’ Super 
Service—from a country-wide network of 
dealers, each with engineers trained at Escorts’ 
factories. Any time you need help or advice, 
•it’s there, fast. That’s why with your 
ESCORT 37. you also get Escorts* 
unmatched after-sales service 


See the ESCORT 37 at your nearest 
Escorts Dealer, today 

(There’s always one In your neighbourhood !) 



Always use ESCORT genuine spare parts. 


Escorts Limited 

AGRICULTURE DIVISION 

18/4, Mathura Road, Faridabad (Haryana) 


A-8 


Ecdtiotiiic aMd poLtnCAL wlfBaaiV' 


fieviev^ of' A^iciilttire ’ 


would have a severe effect on the in- 
iiornes of agricultural labourers — not 
only because these are likely to be the 
only months in which casual labour can 
earn high wages, but also because these 
are the only months in which most agri¬ 
cultural labourers are practically certain 
to find continuous employment through¬ 
out the month. Furthermore, much of 
this new equipment replaces bullock- 
power as well as human labour — thus 
further reducing the income of small 
farmers who derive income from hiring 
out their bullocks together with their 
labour. 

Displacement of human labour pre¬ 
sently employed in hand-weeding ope¬ 
rations, due to the adoption jof chemical 
plant protection techniques, will hav(i 
less serious effects on agricultural labour 
mconics tJjan in the case of power-dri- 
vi-'ii machines — because most of the 
\veedii»g is done in the labour-slack 
months, so most of the labour displacf'd 
will be permanent labour; also the 
amount of income lost will be much 
smaller because \vag<'S are lower in these 
months. 

Suinmaiising the results d' tlie study 
imply that the green revolution will have 
the following effects on agricultiual ein- 
ploymeiit and incomes in Bisauli block: 

(1) By 1972-73, the total amount of 
labour employed in crop produc¬ 
tion in Bisauli block will be -30- 
50 per cent higher than the quan¬ 
tity of labour employed in 1907- 
G8. 

(2) Ovei the peiiod 1968 to 1973, 
real wages in tlic months of Oc- 

• loher and November will at least 
• double, April wages w'ill fall 
- slightly (or may remain about the 
same, if we allow for tlie fact 
that tlie model does not account 
for the importance of ‘timeliness’ 
in the wheat harvest) and real 
wages in other months will pro¬ 
bably rise slightly. 

(3) Widespread adoption of the new 
technology over the next few 
years will reduce the relative dis¬ 
parity between the intx^mes of 
large and small landholders in ir¬ 
rigated areas. If short-term funds 
and chemical fertilisers arc di.stii- 
biited according to area farmed, 
the relative gaiiis of small land¬ 
holders will be substantial. 

(4) As a re.sult of the adoption of the 
new technology over the next 
few years, the real incomes of 
both farmers and agricultural la¬ 
bourers owning little or no land 
will rise, but the relative increase 
in fanners' incomes due to the 


changes in crop production will 
be much larger than the corres¬ 
ponding increase in agricultural 
labourers' incomes. If we ignore 
the possibility of cfaange.s in the 
non-farm sector and in agricultu¬ 
ral production other than crop 
production, the adoption of the 
new technology will increase the 
disparity between the incomes of 
these two groups. If labour- 
saving machinery is widely intro¬ 
duced on the larger farms in r(*s- 
l^oiise to the relatively high wages 
in the harvest months, the incomes 
of agricultural labourers will hi* 
substantially less than they otlu r- 
wise would have been. And the 
disparity between the incom»*s of 
farmers and labourers will l>e fiii- 
tlier increased. 

If the widespread adoption of the 
lU'w technology assumed for Bisauli 
block does in fact occur, similar changes 
will doubtless occur throughout w<\sle*ni 
UP. This fact is allowed for in deter¬ 
mining the input supplies available in 
1972-73; for example, it is assumed that 
Bisauli block will not increase its share 
of the State fertiliser supply between 
1967-68 and 1972-73, and that the block 
must lely solely on its native labour 
foice for crop production work. 

The assumption that product piUrs 
are not affected by the volume of .,gri- 
cuUural production is not tenable for 
areas much larger than a ’•ingle block; 
so, even though Bisauli block is genei al¬ 
ly t>pieal of western UP from an agn- 
cultural point of view, it is not neces¬ 
sarily valid to extrapolate ihe estimates 
for the block to larger areas. In oidei 
to assc,ss the probable validity of exlia- 
polation ol the results, the model has 
been solved assuming s<‘veral alternative 
sets of product prices. In each case all 
of the product prices were either lower 
than or equal to the 1968-69 prices ori¬ 
ginally used in the model. The lesnlts 
show that crop incomes are substantially 
leduct^d by lower product prices, crop¬ 
ping patterns, wages, and hwels of em¬ 
ployment, are less affected and relative 
incomes and time-pattcnis of wages aiif] 
employm**nt are not gr(;atly affect<?d by 
lower product prices. In view of this, 
it seems that the implications of the m*w 
technology for patterns of employment 
and wages and for relative incomes in 
western UP can reasonably be expect(^d 
to be much the same as in Bi.sau]i block. 

The results presented here do not pro¬ 
vide conclusive evidence about the ef¬ 
fects of the new technology on niral 
employment and rural incomes in west¬ 
ern UP. Their major limitations are: 


(1) they ignore the contributions .of ac¬ 
tivities other than crop* produc'tjon to* 
rural employment and incomes — con¬ 
tributions which are likely fo be chang¬ 
ing significantly in the present techno¬ 
logical setting; (2) they aic conditional 
on a large number of assumptions made 
in the programming model, some of 
which may be questionable; and (3) as 
pointed out earlier, they are based on 
data from and properly apply to only a 
very small area. The priinaiy' objective 
here is not to arrive at definite predic¬ 
tions of the effects of tlie new technolo¬ 
gy, but rather to present a method ol 
tackling the problem of pre<h'cting the 
possible consequences of the new tech¬ 
nology which may increase our under¬ 
standing of its effects and also serve to 
stimulate further research in this area. 

Notwithstanding the limitations of the 
estimates presented in this paper, the re¬ 
sults concerning future patterns of em- 
I^loyment and wages and future relative 
incomes are felt to be sufficiently defi¬ 
nitive to suggest a couple of general 
prescriptions for agricultural policy. 
First, it appears desirable that the Gov- 
t rinnent should proceed cautiously with 
proj<*cts' which are designed either to iii- 
('r(^ase the supply of, or stimulate, farmer 
adoption of, machines which are capable 
of replacing substantial (|uantities of hu¬ 
man labour, such as tractors, power til¬ 
lers and ix>wer-driveu threshers. Se¬ 
condly, with respect to the rtlative po¬ 
sitions of the larger and smaller land¬ 
holders, it is economically desirable a.s 
well .IS desirable on equity grounds that 
Government should explicitly concern 
itself that the small fanners get at least 
equal access to supplies of short-term 
funds and fertilisers on the basis of area 
operated. Polieit's along these lines have 
b('en suggested in relation to the provi- 
.sion of subsidies and loans to farmers 
ft)r the installation of private irrigation 
iueihties [10, pp 30-31]; the above re¬ 
sults suggest that such policies will be 
still more valuable when directed to- 
n ards the piovision ol additional operat¬ 
ing capital for sinalhn* farmers. 
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Notes 

1 Buflaim (listrut is located in the cen- 
tie oT west rn UP and is typical ol 
the larger ai*‘a in most respects, e\- 
ei*pt that it do( s not have any ca¬ 
nals; all the 11 ligation water iiserl 
in thi* district is giouiidw atiM. 

2 Plant protection chemicals were 
being used by some fanners in the 
study an a in 1968, but becaii.sc the 
(juantilies used and the expendi- 
hir<'s involved wcr<* small, these in- 
puls \^eIe not considered in this 
stiuK. 

■] l'h(* assumiJtion of perleetly C'ompe- 

titive inaikets foi all agricultural 
p.’odiiets IS based on: (1) the small 
si7<‘ ol the stiuly aiea in relation to 
the sill rounding agriciiltiual region: 
(2) laiily good communications and 
tianspoit laeihties in the study area, 
and (8) the I act that all the major 
agiiniltiiral pioducts produced in 
the area are non-ix*ri.shable and 
tasil> tiansiiortable. 

4 The product prices in the model Aie 
expicted luture prices, not actual 
l)rie»*s. Wdien crop production dt»ci- 
sions are made at sowing lime it is 
expec ted prices w'hieh govern fann¬ 


ers* decisions about wliat and how 
much to produce. 

5 This study draws upon data from 
two interview survey.s conducted in 
Bisaiili block. The first was coii- 
dueted by a team ol investigators 
from tlu UP Agricultural Universi- 
tv (4). The st'cond, conducted by 
the aiithoi, involved follow-up in- 
teiviews with a .subset of the far¬ 
mers from the first suivey. The 
second .survey included interview's 
speeilkallv designed to obtain infor¬ 
mation about labour use on a crop- 
w'lse and oiKTatiorj-wi.se basis. 

6 The «\slimates ol 1967-68 current 
expiMidituies were obtained in the 
UPAU surve\ (4, V^dume 2, Table 
20-a). 

7 l^ieeise information is available con¬ 
cerning tb(‘ aiin)unts of shoit-tcim 
credit supplied by institutional (pub¬ 
lic) lendeis m the block, but tins 
crerlit is only a minor pioportion ol 
fcUinei’s slioit-teim I'xpemlituic, it 
is mainlv given for seeds and fer- 
ti I isers, 

8 Piedktion ol 1972-73 season e\- 
pech'd haivest prices proiK'rly invol¬ 
ves estimation ol the luture growth 
of agrieiiUmal production w'ithin 
Imlia. In the absence of definitive 
cstirniites ol future agricultural pro- 
tluctioii, the ju.stification for using 
UKI8-69 piie<"s is that such es¬ 
timates of luture pioduetion as 
are available suggest that loo<.lgram 
supplies aie unlikely to exceed 
ilc'iuand over the next few years (9), 
and the 1968-69 foodgrain prices 
aie coiiMdercd to reflect ibis sort of 
situation. 

9 C'h<’mieal fertili^eis are ti('ated dil- 
feicntlv from casual labour. Al¬ 
though in each ease the fpiantities 
available- are assumed fixed only at 
the bloi'k h'vel, in the ease of f<T- 
tili.sers it is assumed that govein- 
ni(*nt agencies set the prices and 
allocate fertilisers between iarnis 
.ueoiding to then maiginal value 
piixhietivily on each type of farm. 
To thf‘ extent that a competitive 
inarL’t for fertilisers exists within 
the block, the first of tlw.se a^suiiip- 
lions is unrealistie. however, the 
government agencies seem likely to 
continue to be resiKinsible for the 
bulk of the fcrtili.ser distrilmtion to 
farmers, at admiriistrativ<4y-set pri¬ 
ces. Till’ allocation assumption im-* 
plies that tlie government will dis¬ 
tribute leiiilisers so as to maxiniisc 
the value ol crop jirorluction from 
the block. The reali.sm of this as¬ 
sumption depends on future govern¬ 
ment policy and on th<* implemen¬ 
tation of that policy. 

10 Note that, as a re.siilt of th<^ assump¬ 
tions made about priixis, chiuiges in 
the general price levc4 between 1968 
anti 1973 arc not allowed for, and 
the wage, prkv. and income esti¬ 
mates derived from the mo<lel arfr, 
therefore, given in terms of 1968 
prices. 


11 The 1967-68 figures probably un- 
ilerestirnate the actual importance of 
mustard in Budaun district at that 
time, since in 1968 unost mustard 
was still being grown as a row crop 
within the W'hoat crop. Neverthe¬ 
less, the re.sults almost txTtainly 
ovt!rslal(' the increase In niiistaru- 
s<"ed production, for two reasons. 
(T) such a large increitse in local 
miistaulseed production vvouhl pro- 
bab]\ depress the local price of 
inustaidsced; (2) musttu'd.seeil yields 
are likely to be discounted by local 
fairness* because the ciop is parti¬ 
cularly susceptible to frosts whicli 
may occur at flowering-time and 
prevent seed formation. 

12 The large increases in a op produc¬ 
tion predicted loi Bi.sauli block 
cannot necessarily be extrapolated 
to other areas in western UP. Sinie 
Budaun di.strict had no canal irriga¬ 
tion before the ‘gieen levolutjon', 
while the siinounding districts did 
have canals, in 1967-68 the crop¬ 
ping inteiisit> in tlie study aiea was 
lowiT than that in most oth<T paits 
of \v(‘stcrn UP. Since groundw'ater 
IS readily availalih* in the Hisaiili 
ana, the impact of the new tech¬ 
nology on crop prodiK tion can be 
expe('led to lie moie sp'^n tuciilai in 
llu‘ Bi.'^aiili aiea than in ino.st pait.s 
of west(‘rn UP. 

13 Crop laliour list* data collected from 
ten survey farms in 1967-68 offers 
.soiru^ support foi this estiiiiah*. On 
ten Iarnis v^’Iu*n• pumping units had 
be(‘n installed Ik’Iok* 1967 and 
substantia] rinantities ol the new in¬ 
fill ts bad been used in 1967-68, the 
per-acre use of biiinan labour in 
1967-68 ave aged 35 jkt cent 
greater than reported labour use in 
the Cl op yeai before the pumping 
equipment was installed. 

11 In the basic formulation of the mo¬ 
del, the size of the crop production 
w'ork-force is assunieil to, increa.se 
by 17.5 per cent betwTx n 1961 and 
1972. The allornalivr a.ssuinptions 
made involved 14 per (vnt, and 25 
p«n cent increases in the workfoice. 

15 It must be remembered that the 
discussion of tj>e effects of the new 
tedinology applies only to areas 
with assured water supplies. 

16 In order to test the effects of redis-' 
tribiiting fertiliseTs between farms, \ 
the model was solved assuming the 
same per-acro availability of fertili¬ 
sers on all sizes of farms. Net rroi3^ 
rciturns on .small farms were reduced 
as a result of rediK'ing the alloca- 
tion of fertilisers to small farms, 
but still exceeded those on large 
and medium farms by more than 
Rs 100 per acre. 

17 Labour-intensive investni'Tit a.ssoci- 
ated with the spread of private 
pumping units^ such as channe? 
eonstmctlon and maintenance ami 
land levelling, could he an impor¬ 
tant sourex* of employment over the 
next few years . 
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When, in 1965, it was decided to release for the market two, tried, Mexican high-yielding varieties, 
Lerma Rojo and Sonora 64, and to include them in the major agricultural development programme that 
was being considered for the Fourth Plan, Jounti village in Delhi State was selected to specialise in seed 
production. 

The year before this, Jounti had already been marked out by the Indian Agricultural Research In¬ 
stitute, for encouragement and assistance, in lART^ seeds multiplication programme. 

By 1968, the village appeat^ed to have emerged from the conservative environment of the surround¬ 
ing villages as a rapidly modernising farm community and as an instance of singularly successful co-ope¬ 
ration between a research institution and a farming community. Yet, in 1969, it seemed that the village 
seed enterprise was experiencing a major setback. 

This article traces the way various categories of founti farmers took to the new approaches and ex¬ 
ploited their profitability, and looks into the events that led to the apparently successful venture's inci¬ 
pient failures ivhich eventually became glaring. 

What emerges is that JountVs setbacks were essentially those of a less than fully considered attempt 
ti>. develop modern attitudes and economic institiOions in a predominantly peasant agricultural sector. 


IN 1903, the Indian Agricultural Re¬ 
search Institute (lARI), assisted by the 
Rockefeller Foundation, introduced from 
Mexico a selecb’on of wheat varieties 
containing 'Norin' dwarfing genes. In 
Mexico, these varieties were extremely 
high-yielding under irrigation, were 
responsive to heavy applications of 
chemical fertiliser without lodging, and 
were resistant to rust. They were 
tested extensively in India widi out¬ 
standing results. In June 1965, data 
on the trials were presented to Gov¬ 
ernment and it was decided to release 
two varieties, Lerma Rojo and Sonora 
64, and to include them in a major 
agricultural development programme 
Ix'ing considered for the Fourth Five- 
Year Plan.* Airangcments were made 
, immediately to import 250 tonnes of 
Lenpa Rojo and Sonora 64 seeds from 
Mexico for sowing in November 1965, 
and a further 18,000 tonnes were im¬ 
ported in time for the November 1966 
sowing. 

• The year befon? the Mexican wheats 
were officially accepted for general re¬ 
lease, the lARI prepared a seed multi¬ 
plication programme for Delhi State in 
which the villag«j of Jounti was to be 
' encouraged and assisted to specialise 
In seed production.® By 1968 Jounti 
appeared to have emerged, from the 
conservative environment of the sur¬ 
rounding villages, as a rapidly mo¬ 
dernising farm community, a case of 
unusually successful co-operation bet¬ 
ween a major agricultural research in¬ 
stitution and a farming community. 

In this paper we relate the way in 
which the Jounti fanners used their 
officially-sponsored entry into the em¬ 
bryonic private seed in^st^^ to exploit 
a highly profitable maikel Mtuatlon 


arising from the Iligh-Yieldlng Varieties 
Programme (HYVP). Jn Part I, we 
describe the adoption of drawf wheat 
varieties in Jounti from 1965 to 1969, 
and the involvement of Jounti farmers 
in the production and sale of seed. 
The extent of participation in this new 
income stream by landowners, tenant 
fanners, and agricultural labourers, is 
described in Part II. Part III relates 
the events of 1969, when it l>ecamo 
apparent that the village seed enterprise 
was experiencing a major setback. 

Taking to Seed Production 

In this section, we describe chrono¬ 
logically the broad production and mar- 
k' ting changes which took place in the 
Jounti econoniv after 1964 (Table 1), 
against the background of rapid adop¬ 
tion of dwarf wheat varieties across the 
noith Indian wheat belt. 

It was not by accident that lARI 
considered Jounti as a possible parH- 
cipaiit village in their seed multipBca- 
tion programme in 1964. Jounti was 
one of a number of villages in Delhi 
State which were included in an earlier 
Intensive Cultivation Scheme sponsor¬ 
ed by the lARI Division of Extension. 
A mutually Ixmeficial working relation¬ 
ship betvv^een the village and the lARl 
had thus already resulted in some 
sound, if unsi>ectaculaT, agricultural 
development. In 1964, most farmers 
grew IARI-devclox>€d improved wheat 
varieties and some were using fertiliser 
on their wheat and sugarcane cn^. 
Most farmers ovmed mechanical thre¬ 
shers and other improved implements; 
two o\\Tied tractors and disc-harrows; 
and one bad a seed drill. Without 
moving far from the mainstream, Jounti 


was regarded as one of the more *pro- 
gressive' fanning communities in the 
area. 

The Director of lARl, M N Swami- 
nathan reported the selection of Jounti 
for its dwarf wheat seed village experi¬ 
ment as follows ; 

“A few of my colleagues and I 
visited several other villages In 
Delhi Slate during June-September 
196*1 belore going to Tounti, but 
at all of these places the farmers 
wanted to know the amount of sub¬ 
sidy that will he given to them 
for agreeing to produce seeds. 
Only at Jounti the fanners agreed 
to take to seed production on sci¬ 
entific lines and subject their plots 
to field hispeolion. In the rabi 
season of 1964-65 alx)ut 15 Jounti 
farmers sowed a})oiit 7 acres with 
high-yielding varieties of wheat. 
The farmers had been told that 
they should Work for a minimum 
yield of 40 maunds per acre (about 
4 tonnes per hectare; and although 
sceptical, they wert; responsive and 
carried out the cultural operations 
in accordance with the technical 
advice given 

This provides evidence that the Jounti 
farmers had already developed a more 
progressive attitude to farming than 
had the farmers in the neighbouring 
villages, although at this time there 
was little to distinguish Jounti from its 
neiglibours either in resources, farming 
methods, or income. 

In 1964, the 450 hectares of Jounti's 
agricultural land were owned by about 
100 families. Farm sizes range from 
25 hectares to less than a fifth of a 
hectare: the 10 largest farmers owned 
about 30 per cent of the total area. 
Most farmers both rented-iP and rent- 
ed-out land and a faw .J^oldings were 
cultivated entirely .byld^ants; altoge¬ 
ther, about 20 per cent of the land 
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Table 1; Jounh Wheat Enierpbiss 



1964-65 

1965-66 

1966-67 1967-68 

1968-69 

Farmers growing dwarf varieties 

15 

18 

(percentage) 

31 

83 

95 

Total area sown to wheat 

246 

249 

(hectares) 

312 

332 

390 

Total output* 

316 

359 

(tonne.s) 

600 

1,671 

1,939 

.Proportion of dwarf in total 
output 

4.1 

7.4 

(percentage) 

45.4 

98.4 

99.5 

Proportion of dwarf in total 
wheat sales 

6.1 

13.1 

(percentage) 

59.9 

99.2 

n a 

•Proportion of dwarf wheat 
marketed as seed 

100.0 

100.0 

(percentage) 

74.4 

81.0 

n a 

Gross income from wheat* • 

95 

141 

(Rs thousand) 

561 2,859 

11 a 


* Average yields over the period were approximately 1.3 tonnes/hectarc with 
local varieties and 5.0 tonnes/with dwaif varieties. 

•• Average prices received for seed were approximately tfiree times those 
received for grain. 


cultivated by tenants in 1964. Thi.5 
situation changed dra.stijally over the 
following five years and, by 1909, only 
about six per cent of the land was ope¬ 
rated by tenants most of whom spe¬ 
cialised in vegetable production. About 
280 hectares were irrigated in the rabi 
season and most of this land was sown 
with wheat, the principal crop in terms 
of land and water use, and subsistence 
and cash income. 

Being only 15 miles from Delhi, on 
the main road, south-west, to Haryana 
and Rajasthan, loiinti derived some 
.income from the rapidly growing urban 
economy of Delhi. A nimibcr of Jounti 
people worked for the Delhi Transport 
Union, the Delhi Police Force, tlte 
Military forces, various Government 
departments, and as teachers. A num¬ 
ber of service caste families grew vege¬ 
tables for the Delhi market on small 
plots of rented land.* In many res- 
-pects, Jounti owed its increasing pros¬ 
perity after 1064 to its proximity to 
Delhi and lARl. 

Jounti is a Jat village, with many of 
the socio-economic characteristics of 
neighbouring Rampur described in de¬ 
tail by Lewis.* Jats are the principal 
landowners in the district and the larg¬ 
est cultivating caste in north-west 
India. While they present an austere 
front to the world* with their dosely 
settled and often walled village, they 
are an energetic and hard-working 
people and are recognised as skilful 
fanneni. Jat fanners owned most of 
ihn Jonnti land, and only a few small 


plots were owtied by Brahmin and 
Saini hou.seholds. 

The 1964-65 lARI dwarf wheat seed 
experiment in Jounti village was very 
small. Only 15 fanners volunteered to 
take part, and, since little seed was yet 
available at lARl, they wore able to 
sow only 2.6 hectares. The large land¬ 
holders took no part; the holdings of 
these 15 farmers ranged from four to 
ciglit hectares. With the help of the 
JARl staff, they harvested about 13 
tonnes of grain from the 2.6 hectares* 
averaging five tonnes a hectare. The 
average yield from local varieties in the 
1964-65 rahi .season was only about 
1.24 tonnes. Furthermore, the dwarf 
wheat was sold as seed at Rs 1,500 
per tonne, while the local wheat was 
.sold as grain at an average of Rs 585 
per tonne. In this first limited experi¬ 
ment, the main elements underlying 
the major economic change that took 
place in Jounti over the following four 
years emerged: first, the yield factor, 
ami secondly, the concentration on 
production and marketing of seed ra¬ 
ther than of grain. 

In August 1965, Government made 
the first public announoement of its 
‘New Strategy* of agricultural develop¬ 
ment based on Mexican dwarf wheat 
and high-yielding varieties of rice, 
jowar, maize and bajra. However, 
apart from a seed multiplication pro¬ 
gramme on Government seed farms and 
on a few private farms, the programme 
was not implemented until 1966-67. 
Nevertheless, in 1663-66, Jounti fann- 
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ers oontihued to produce dwari whei^ '^ 
seed (i e, for the second^eason) for lAltf. 
and for the Delhi State's Departmeoijt 
of Agriculture. The sucoessful exp^- 
ment of the year before was still not ; 
sufficient to generate much active in- 
terest in the new varieties in Jounti, 
especially since Iwth seed and fertiliser, 
were in short supply; but the experi¬ 
ment did continue in 1965-60 with 
slightly mcreased participation. 

Eighteen Jounti fanners, including 
most of the 1904-65 partidpants, grew 
Mexican wheat in 1965-66, and the 
total area under it increased to 5.3 
hectares. The high yields of 1964-65 
were repeated and, again, the entire 
crop was retained or sold as seed. Ap¬ 
proximately Rs 50,400 was eam^ 
from dwarf wheat seed over the two 
sea.sons — already a significant amount 
equal to a quarter of the villagr^’s gross 
income fiom local wheat .sold as grain ' 
over the two years. 

In November 1965, the lARI staff 
encouraged the Jounti farmers who 
were involved in dwarf wheat produc¬ 
tion to set up a co-operative for pro¬ 
cessing and marketing .seed iu the State, 
and plans were made ti; invest in a 
small processing and sft>iage building 
with facilities for giading, treating and 
bagging seed. 

In 1966-67. the High-Yielding Varie¬ 
ties Programme was implemented in 
selected districts of all States and ap¬ 
proximately half a million hectares of 
the best wheat land were sown to 
Lerma Rojo and Sonora 64. While 
yields ranged from as low as a thiid 
of a toiMK* to nearly fiv(‘ toiinc.s a hec¬ 
tare, in most aicas they were signifi¬ 
cantly higher than those achieved with 
local varieties. Consevincntly, much in¬ 
terest was generated among farmers 
who heard of or saw the lesiilts. Shoit- 
ag<‘S and pooily-timed delivenes of in¬ 
puts, and less than avtTage rainfall, 
limited the programme in its first year 
and targets set by Gnvnnment were 
not met for any of the crops. 

Tn Jounti, how^ever, 19f)6-67 marked 
the turning point between the experi¬ 
mentation of 1964-66 and the complete 
switch-over to dwarf wheat and parti¬ 
cipation in the ‘seed husincss’ in 1967- 
09, The number of farmers growing 
dwarf wheat in Jounti increased to 32 
and the area under it increased to 54 hec¬ 
tares. As dwarf w'heat had already been 
grown on Jounti for two years, response 
was high both to the stepped-up exten¬ 
sion work and to the more liberal sup¬ 
plies of seed and other inputs under 
the national HYVP. For the first time, 
a number of farmers with large hold- 
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Table 2: Farm Size CHABACiERisncfl 


Group 

dumber of F 

Farm Size 
arms _ , _ . 

in Hectares 

Percentage 
of Village 
Land 

Range 

Moan 

1 

1C 

8.1-24.3 

15.4 

34 

11 

so 

4.1- 8.0 

5.7 

39 

U1 

30 

1.8- 1.0 

3.2 

22 

IV 

32 

Under 1.8 

0.8 

5 

Village 

102 


4.5 

100 


iugs participated. Having watched the 
earlier participants over the previous 
two seasons and recognised the income 
potential of the seed business, the big¬ 
ger farmers seem to have felt that, if 
they did not take part in the pro- 
gratnmo, their economic position in tlie 
village might be threatened by the 
more 'piogrcssive* middle fanners. 
Yields w(*rc again high in the village, 
and although dwarf varieties were sown 
on only 17 per cent of the village 
wheat land, they accounted for 45 per 
cent of the total wheat output and foi 
60 per coni of the total wheat mar¬ 
keted. Approximately 74 i)er cent of 
the dwarf wheat production was mar¬ 
keted as seed at an average price of 
Rs 2.385 per tonne. Moreover, for the 
first time, total gross income from 
wheat seed (Rs 408,000) exceeded that 
from wheat grain (Rs 153,000). 

In Seiitember 1967, when the Prime 
Minister, Iiuliia C^.andhi, visit(‘d the vil- 
lag(' to open the new seed pioccssing 
and storage building, the Jounti Seed 
Co-operative had 55 rneml)er.s. The 
village and its seed bu.siness received 
wide publicity and considerable pres¬ 
tige from the Prime Minister’s visit, and 
also from the increasing number of 
visits from Indian and foreign officials. 
Jounti's status in the area rose consi¬ 
derably as it became a showplace for 
Delhi State and lARI’s High-Yielding 
Varieties Programme. This new sta¬ 
tus, particularly the contacts with im¬ 
portant politician.s, officials, and lARI, 
were important assets to tlie Jounti 
farmers in dealing with customers foi 
their .seed; and they were not slow to 
exploit this r|uasi-official standing. Foi 
example, one Jounti farmer — a skil¬ 
ful innovative fanner who had grown 
dwarf wheat in 1964 and had taken a 
leading role in the establishment of the 
co-oi>erative — got himself photogra¬ 
phed with Indira Gandhi w'heii she 
visited the village, and displayed the.se 
photographs proudly to visitors and 
customers. 

When the first dwarf material was 
obtained from Mexico in 1963, Indian 


scientists at I ART had begun their own 
research programme aimed at adapting 
the exotic varieties to Indian conditions 
and producing their own dwarf varit 
ti(*s. In 1966-07, the first fruits of 
their work vveie released to farm'*Ts. 
Gamma radiation was used to change 
the grain colour of Sonora 64 from red 
to white as preferred by Indian 
farmers and consumers, and this variety, 
Sharbati Sonora, rapidly became the 
most popular dwarf wheat variety in 
most areas. 

Ill 1966-67 at least one Jounti farmer 
obtained Shaibati Sonora seed for mul¬ 
tiplication, and w'as able to sell his out¬ 
put for as much as Rs 30 per kilo. 
From the beginning, Jounti farmers 
thus held a commanding position in 
the .seed market, producing and selling 
seed of the new varieties that were in 
greatest demand. As seed of the two 
original varieties became plentiful, 
however, prices declined and. it be¬ 
came clear to the more enterprising 
fanners in Jounti that they would have 
to keep producing seed of the latest 
varieties that may he released if their 
seed incomc.s was to be maintained. 

1967-68 was the second season 
fnr the national HYVP for dwarf 
wheat. Government set a target of 
2,704,000 hectares and the fanners 
demonstrated their increasing interest 
in the varieties by sowing 2,942,000 
hectares. During 1967-68, .several new 
dwarf varieties were released from the 
re.search institutions and demand for 
these was high, particularly from astute 
fanners who, like the farmers in Jounti, 
could exact high prices for their first 
crop from neighbours tiying to obtain 
the seed that; offered possibilities of still 
higher yields, greater resistance to lodg¬ 
ing, pests and diseases, improved grain 
Quality, and higher prices and profits. 
Indira Gandhi expressed this growing 
excitement among wheat farmers in a 
speech at the Seventh Convocation of 
lARI in February 1968: 

“The discovery of a new seed 

variety stirs rural people as does a 

.space walk or a transplanted heart 


the more literate classes. Fanners 
today walk miles to buy seed. TTic 
great problem for Government is to 
find sufficient seed and fertiliser to 
meet their demand. What a change 
from the days when we could not 
get them to hear us or look at what 
vv<? had to offer." 

Ill Jounti, dwarf wheat had almost 
completely replaced local varieties in 
1967-68 and the total area sown to 
wheat was increased further. Only 10 
of the 102 wheat farmers had nof sown 
dwarf varieties and only 20 of the 
332 hectares of wlieat remained under 
local varieties. Local varieties conti¬ 
nued to be grown by a few very small 
farmers many of whom grew only 
enough wheat for their own household 
consumption. The season was good 
and average yield.s, for both dwarf and 
local varieties, exceeded those of 1966- 
67. Total wheat output jumped from 
600 tonnes in 1966-67 to 1,670 tonne.s 
in 1967-68, and the proportion of 
dwarf varieties in total output rose 
from 45 to 98 per cent. About 82 per 
cent of the dwarf wheat output was 
marketed as seed, and although the 
average price received for seed de¬ 
clined from the 1966-67 peak, gn)s.s 
wht^at income rose Us 561,000 t(j 

Us 2,859,000. The repiesents a 30-f()UI 
increase over four seasons. 

Over the four sea.sons, the area 
soAvn to wheat in Jounti increased by 
35 per cent, wheat production increas¬ 
ed fivefold, and wheat marketing in¬ 
creased tenfold. Writing in December 
1967, M N Swaniinathan compared 
the village with what he had seen in 
1965: 

“From that time the village has' 
taken rapid strides not only in ex¬ 
tending the area under quality seed 
production but also in improving 
the agricultural technology in all its 
aspects. Thus, while there was not 
a single tubewell in the village in 
1965, there are presently 20 shallow* 
tubewclls and one deep tubewell. 
Where there was not a sin^e trac¬ 
tor there are several now... Un¬ 
necessary trees which used to har-' 
Ijour birds and shade the crop have 
been removed, roads have beeh 
widened, houses electrified and 
grain storage improved. Double 
croppin^L which was the exception 
before, has become the rule now. 
During 1966-67, every "Tarmer had 
a crop of hybrid bajra during the 
kbarif and dwarf wheat during the 
rabi. Yields of 1(X) maunds per 
acre per year from the two crop.s 
have become common... The mem¬ 
bers of the Jawahar Jounti Seed Co¬ 
operative S<^lety have also experi¬ 
mented with the production of hv* 
brid bajra seeds during the montns 
of February to May, after the har¬ 
vest of sugarcane. This procedure 
has great possibifities since time 
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Table 3 : PARTiciPAfioN in Jounti Wheat Enterprise bv Farm Groups 



Group 

1964-63 

1965-66 

1966-67 

1967-68 , 

1968-69 





(percentage) 



Farmers growing dwarf varieties 

I 

0 

0 

50 

100 

100 


n 

50 

60 

67 

100 

100 


irr 

0 

0 

17 

83 

100 


TV 

0 

0 

6 

63 

84 





(hectares) 



Area sown to wheat (average per farm) 

1 

6.8 

6.8 

8.4 

9.9 

12.6 


11 

2.9 

3.0 

3.5 

4.2 

4.8 


in 

2.2 

2 2 

2.4 

2 7 

3.1 


rv 

0 8 

0.8 

0 8 

0.8 

0.9 





(percentage) 



Proportion of area under dwarf varieties 

I 

0 

0 

17 

100 

100 


n 

' 3 

5 

32 

100 

too 


IIT 

0 

0 

1 

81 

97 


TV 

0 

0 

0 

70 

98 





(tonnes) 



Total output (average per farm) 

I 

8.4 

9.0 

16.0 

50.9 

59.6 


n 

4.1 

5 1 

8.8 

22.8 

24.5 


nr 

2 6 

2 7 

3.9 

11.6 

15.4 



1.1 

1 1 

1.2 

3.5 

4.5 


__ 



(rupees) 



Gross income from wheat (average per farm) 

1 

3,210 

4,230 

19,360 

107,250 



n 

1,820 

2,810 

9,390 

39,000 



in 

230 

410 

2,780 

16,720 



TV 

60 

80 

80 

4,060 


• 




(percentage) 



Proportion of gross wheat income from sale of seed 

I 

0 

0 

71 

100 



n 

28 

42 

71 

92 



ni 

0 

0 

84 

87 



TV 

0 

0 

0 

80 



will be perfect isolation during this 
period.... Thus fanners with small 
holdings and poor means have 
shown that given the necessary tech¬ 
nical guidance, they can transform 
quickly a traditional and static agri¬ 
culture into a scientific one."* 

There were clearly good reasons for 
the sponsors of the Jounti seed village 
experiment to be pleased with the re¬ 
sults.’ 

However, on the marketing side 
farmers were becoming concerned that 
they could not maintain the high price 
level for much longer with seed of 
standard dwarf varieties. In 1968» 
several astute farmers with completely 
unofficial hdp from a number of lARl 


employees opened a seed store in 
Chandni Chowk, the main market in 
Old Delhi. It was rumoured that, from 
this store, farmers could buy seed of 
the latest wheat varieties to be re¬ 
leased officially, and more important, 
that there were small stocks of seed of 
promising varieties still undergoing 
trials at the lARI. While the store 
had no connection with the lARI or 
the Jounti Co-operative it used the 
names of both when dealing with cus¬ 
tomers. Further, many Jounti farmers 
started to sell seed privately, again 
using the respected names of lARl and 
Jounti Co-operative to back their seed 
produce. The fact that the co-opera¬ 


tive, the private sellers, and the Chan- 
ni Chowk shop, all used the quasi¬ 
official status of Jounti to convince 
prospective buyers of the quality of 
their products, appeared to give the 
sellers a certain unity or solidarity in 
biLsincss transactions with outsiders. 
There was, however, increasing fric¬ 
tion among farmers and factions in tlie 
village. The majority regarded with 
considerable envy the few who oould 
afford to buy seed of the newest va¬ 
rieties, or who had developed contacts 
at lARI that supplied them with ex¬ 
perimental seed. These unofficial, and 
often illegal transactions were the pro¬ 
vince of only a few but they yielded 
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the greatest proht.^ and in the increas¬ 
ing competition* between sellers, the 
high piocliict standards set earlier be¬ 
gan to decline. 

In 1968-69 dwarf varieties were 
sown on about 85 per cent of the ini- 
gated Wheatland of north India and a 
new production record of 18.6 million 
tonnes was reached. 

The interest in new dwarf varieties 
continued to increase, particularly 
among farmers with sufficient cash re¬ 
sources, or contacts at research institu¬ 
tions, which allow'cd them to exploit 
local markets for new varieties of seed. 
Seveial major research institutions re¬ 
ported difficulties in pieventing the 
theft of experimental seed from labo¬ 
ratories and trial plots, and by 1969 
some plant-breeders found it difficult 
to keep their experiments going. Du¬ 
ring the year there weie increasing lu- 
mours about a new variety with three 
dwarfing genes which would Ining 
about* a second wheat revolution in 
north India. As demands foi the re¬ 
lease ol triple-gene wlieat mounted, 
Government found it necessary to an¬ 
nounce publicly that the varietie.s 
weie still at an early stage of develop¬ 
ment and would not be available foi 
some years. However, one triple dwarf 
variety (Lai Bahadur) was released in 
1968-69 in Hajasthan, and this did not 
help to lower the level of expectation 
The first triple-gene dwarf wheat for 
the whole wheat belt was not released 
until September 1970. 

Nevertheless, in September 1969. 
one Jounti farmer had erected a large 
sign on the side of his house which an 
nounced 'Triple Dwarf Wheat Seed 
Available for Sale’, and it was also 
available from the Chandni Chowk 
shop. Customers were told that this was 
not ‘Lai Bahadur' but a new variety to 
be released shortly from lARI. Perhaps 
the Jounti farmers themselves believed 
this, perhaps they had l>een fed false 
information from their low-level ‘con¬ 
tacts’ at the lARI who sold them the 
'experimental’ seed. 

The 1968-69 season completed the 
switch to dwaif wheat in Jounti. Ninety- 
seven farmers grew it, 99.5 per cent of 
the village vvheat production was dwaif 
wheat, and output reached a new re¬ 
cord ol 390 tonnes. While most far¬ 
mers w'ere still growing Lerina Rojo and 
Sharbati Sonora as their main crops, and 
while they expected to have to sell 
most of this as grain, some — including 
the larger farmers — had sown five or 
six different varieties and exi)ected to 
receive high prices for at least some of 
their output. When the viUage was sur¬ 


veyed in August 1969, it was found that 
most farmers had stored the bulk Qf 
their crop in the expectation diat prices 
would rise as the quantity of wheat 
marketed declined. Few had had the 
resources two or three years earlier to 
delay theii maikeling in this way. 

II 

Participation by Landowners^ 
Tenants and Labourers 

The High-Yielding Varieties Pro¬ 
gramme has been criticised for having 
given rise to further polarisation of rural 
wealth which could lead to increased so¬ 
cial and economic unrest. 

The iMnded :— In this section we 
compare the gains made by four groups 
of Jounti farmers. The groups are 
based on a ranking of all farmers In des¬ 
cending order of size of operational 
holding in 1969, when, it should be 
noted, all but a handful of the smallest 
fanners growing wheat owned most of 
the land they cultivated. Group I con- 
.slsts of the first decile of farmers -— the 
10 farmers with the largest holdings; 
Group 11 consists of the fanners in de¬ 
ciles 2, 3 and 4, Group III contains the 
farmers in deciles 5, 6 and 7, wliile the 
fanners of deciles 8, 9 and 10 form 
Croup IV, Landholding details are 
shown in Table 2. While the grouping 
is based purely on farm .size, it is as¬ 
sumed to correspond closely to group¬ 
ing based on farm resource endowment. 
The groups are found to follow distinct 
courses in the switch to dwarf wheat va¬ 
rieties and participation in the seed bu¬ 
siness. The data are summarised in 
Table 3. 

We hav<' shov\'n two distinct pha.ses 
in the adoption of dwarf vvheat in 
Jounti: 1904-66 was a period of ex¬ 

pel imontation, of limited participation, 
ant! resoiiicc commitment; 1967-69 waj> 
a period of mass participation and full 
commitment of resources; 1966-67 was 
a bridging season between the two. 

The first phase was the exclusive pro¬ 
vince of Group II* farmers. Of the 30 
farmers in this group, 15 participated 
in 1964-65 and 18 (including most oi 
the first participants) in 1905-66. Only 
three per cent of area sown by Group 
II fanners was .sown to dwarf varieties 
in 1964-65 and the increase to six pei 
cent in 1960-^67 was quantitatively 
small. However, dwarf wheat varieties 
contributed a significant proportion of 
the total wheat output of the group — 

11 per cent in the first season and 17 
per cent in the second — and, as most 
of the dwarf wheat was mariceted as 
seed it made a considerable oontribu* 


tion to total wheat receipts — 28 and 
42 i>er cent in the first and second sear 
son respectively. Average gross income 
per fann from wheat, for the two years 
together, was Rs 4,030. Had dwarf 
wheat nut been sown and marketed as 
seed, the average income from wheat 
for Group II farms would have been 
only about Rs 2,800. Since only half 
of the fanners in the group participated 
in the experimental phase, these clearly 
realised very considerable income*gains 
from their small plots of dwarf wheat. 

By 1960-67, when HYVP was first 
implemented on a national scale and 
inputs vv'ere made more readily avail¬ 
able and extension efforts were increas¬ 
ed, most farmers in Jounti were already 
aware of the high yields being achieved 
with the Mexican wheat varieties. Con¬ 
sequently, farmer participation in Joun¬ 
ti almost doubled. The new participants 
came fiom all four farm groups; two 
mor<! from Croup II, five from Croup 
III, two from Croup IV, and most sig¬ 
nificant in terms of area planted to 
dwarf wheat, five farmers from Group I, 

Only 17 per cent of the area sown 
to vvheat by Gioup I farmers came 
niuler dwarf varieties, but it contribut¬ 
ed 45 per cent of their total wheat out¬ 
put and 71 per cent of their gross 
wheal int'omc. 

While only two more Group II far¬ 
mers adopted dwarf wheat in 1960-67 
the proportion of the total wheat area 
sow’ll to the new varieties increased from 
six per cent in 1965-66 to 32 per cent. 
This resulted in a substantial increase 
in vvheat output (from 26.5 to 167.2 
tonne.s); and as the dw'arf wheat was* 
sold mainly as seed, average gross 
wheat income per farm increased from 
Rs 2.810 in 1965-80 to Rs 9,390. 

The five participants from Group III 
and two from Group IV sowed only 0.9 
per cent and 0.1 per cent respectively 
of the total vvheat areas with dwarf va¬ 
rieties. The average yields obtained by 
fanners in lx)th groups were high and 
could not have been achieved without 
consideiable investment in fertiliser. • 
Although participation from Group III 
was small, the average gross income per 
farm Iroin vvheat increased from Rs 410 
in 1965-66 to Rs 2,780. Again, the 
dwarf wheat was marketed mainly as 
seed. Group IV participation was qtian 
titatively insignificant, and it had no 
impact on the average farm income of 
the. Croup though it did raise the in¬ 
comes of the two formers concerned. 

The 1060^67 season also saw an in- 
creaae in the tot^ wheat area. Group 1 
fanners increased their sowings from an 
average of 6.8 hectares per farm in 
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1965-66 to 8.4 hectares. The average 
increase on Group II farms was from 
3.0 to 3,5 hectares and on Group ID 
farms from 2.2 to 2.4 hectares. There 
was no significant change in Group IV. 
This general increase in wheat area con¬ 
tinued over the next two years, so that 
compared with the areas sown to wheat 
in 1964-65 the following increases were 
achieved by 1968-69: Croup I, 85 per 
cent; Group II, 66 per cent; Group III, 
40 per cent; and Group IV, 13 per cent; 
and for the village as a whole, nearly 
59 per cent. 

Part of tlie area increases in Groups 
I, II and III were the result of invest¬ 
ment by some 20 farmers m tube-wells 
and energised pump-sets and the sale of 
tube-well water to others. Part of the 
increase was achieved by resumption oi 
land from tenants and by leasing land 
from neighbouring villages. And a 
small part resulted from a reduction of 
the area under sugarcane from 10 hec¬ 
tares ill 1964-65 to five hectares in 
1968-69. 

The second year of the IIYVP, 1967- 
08, was also th(», first year of general 
adoption of dwarf wheat in Jounti. All 
farmers in Groups I and II, and many 
in Groups III and IV adopted dwarf 
wheat to the total exclusion of local va¬ 
rieties. The impact on output and in¬ 
come in each Group was substantial. 
Group I farmers achieved a threefold 
increase in wheat output over the pre¬ 
vious year. They marketed 95 per cent 
of their total output, all as seed, and in¬ 
creased their wheat income to an ave¬ 
rage per farm of Rs 107,250, a 30-foid 
•^increase over 1964-65. 

As pj'oup II participation was al¬ 
ready considerable in 1966-67, complete 
participation in 1967-68 increased out¬ 
put only 2.5 times. Of this higher out¬ 
put 90 per cent was sold (79 per c<'nt 
as seed) and the average receipts per 
farm from wheat rose to Rs 39,000, a 
■26-fold increase over 1964-65 if only 
grain had been sold in that year. 

Only one per cent of the wheat area 
of Group III faiins was sown with 
dwarf wheat in 1966-67, but in 1967- 
68 dwaif varieties were sown on 81.3 
per cent of the area. This yielded a 
threefold increase in wheat output, and 
as 85 per cent of the 1967-68 harvest 
was sold (65 per cent as seed) average 
wheat receipts rose to Rs 16,720 per 
farm — a 72-fold increase over 1964- 
65. 

Group IV farmers, who marketed only 
10 per cent of their wheat output from 
1964-65 to 1966-67, produced so much 
In 1967-68 that th^ were able to sell 
80 per cent it without reducing the 


quantity retained for consumption. The 
group had produced about 1.1 tonnes 
of wheat a year in 1964-65 and 1965- 
66, a fraction more In 1960-67, and 3.7 
tonnes in 1967-08. Three tonnes were 
marketed in 1967-68, half of it as seed; 
and average receipts from wheat per 
farm rose from Rs 80 in 1966-67 to Rs 
4,060 — 50-foId increase. 

While the pattern of adoption varieiJ 
among the four groups of wheat farm¬ 
ers, all groups and virtually all farmers 
had achieved substantial increases in 
wheat income by 1967-68. 

There were further increases in the 
area planted to dwarf wheat m 1968-69 
but many farmers were openly sceptical 
about the prospect of increasing their 
wheat income further or even about 
repeating the level of 1907-68. They 
anticipated, correctly, a considerable 
fall in the market prices for seed of die 
standard dwarf varieties which most 
Jounti fanners were growing, Tliey ex¬ 
pected to sell most of their 1968-69 out¬ 
put as grain at less than a diird of the 
price they had obtained earlier by selh 
ing the same product in the seed mar¬ 
ket under conditions of seed shortages. 
Several farmers in Group 11 spoke of 
returning to local wheat varieties which 
were earning higher prices on the grain 
market and cost much less to produce. 

The Lniullcss :— In 1904-65 about 20 
per cent of the Jounti agricultural land 
was fanned by tenants and sharecrop¬ 
pers and a number of landow'iurs re¬ 
lied on tenants to farm tiieir entiie 
holdings. Many of the tenant farmers 
grew wheat as their main crop. By 
1968-69, only about six per cent of the 
Jounti land was fanned by tenants and 
most of these grew only vegetables. 
The few who grew wheat produced only 
enough for their own consumption 
needs and none had adopted dwarf 
varieties. Attracted by the high profits 
in dwarf wheat seed after 1965, several 
non-farming landlords ejected their te¬ 
nants and began farming themselves. 
As the quantity and quality of land 
available for leasing in Jounti declined, 
rentals increased. While it was diflScult 
to obtain accurate data on leases, it ap¬ 
peared that rents had increased be¬ 
tween 50 and 60 per cent between 1964 
and 1969. It is cle.u’ that tenant far¬ 
mers did not at all share in the Increas¬ 
ed wealth derived from dwarf wheat 
in Jounti and that they had In fact 
been almost completely squeezed out of 
the village farm economy. 

Agricultural labourers also gained lit¬ 
tle or nothing from the switch-over to 
dwarf wheat seed production. Under 
die influence of url^ wage rates, the 
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average daily wages paid to ajpriculturait^i 
labourers in Jounti ro§e from about 
1.50 in 1905-66 to abqjit Rs 4.50 Jn 
1968-69 — an increase of 200 jht ceiit. ' 
Over the same period, the total wages'^ 
bill of the Jounti farmers rose also, but 
by only 10 per cent. Jounti farmers had 
cut back substantially on the amount of , 
labour they hired, even though the 
need for labour probably rose as the . 
intensity of land use increased. There 
were three main factors which allowed .' 
the fanners to reduce the quantity of 
hired labour. First, even before 1964, 
customary obligations between farmers 
and service castes had been replaced by 
a system of casual hiring and cash pay*> 
ments. This allowed labourers to de¬ 
mand higher wages, but it also atlow<< 
ed farmers to hire less labour if this 
was in their interests. Secondly, many 
Jounti fanners began to mechanise cer¬ 
tain farm operations, such as ploughing, 
carting, pumping of Irrigation water, 
and threshing, all of which cut down on 
the amount of labour needed. Further, 
when a farmer bought a tractor or had 
his land ploughed by contract he sold 
his bullocks and no longer had need for 
anyone to tend hi.s work animals. 
Thirdly, there was a general increase in 
the use of farm-family labour. In 1965^ 
270 iiersons claimed to be working sub¬ 
stantially full-time on their outi family 
farms; but by 1969 the number so 
claiming had almost doubled. While 
the evidence presented here is not con¬ 
clusive, it indicates that, unless the 
landless (including ejected tenants) 
found other work in the village or else¬ 
where, they probably suffered a severe 
decline in real and even money iu- 
comes. 

HI 

Where Things Went Wrong 

In 1964, Jounti fanners were given 
an unusual opportunity to take an Jm> 
portant part in the development of a \ 
modem seed industry in India. They 
were given encouragement and expert 
technical assistance by scientists and 
extension workers from a major wheat 
research centre in India. They began in 
a small way but by 1907 much pro¬ 
gress had been made bodi in produc¬ 
tion and in marketing. The village had 
a good standing with ofiBcials and cli¬ 
ent-fanners as a source of high-qualtty 
treated seeds of the dwarf whr at varie¬ 
ties. 

However, in July 1969 Govcmnicnt 

was obliged to cany out a thorough in¬ 
vestigation of the Jounti seed enteipiise 
after receiving a large number of com- 
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plaints from fam^'^rs who claimed that 
tlie seed tl\ey h^id oought from Jounli 
was impure and t)f doubtful variety. 
The investigation uncovered illegal deal¬ 
ings between Jounti limners and lAUI 
employees. While theie was no evidence 
to suggest that the Jt»unti Seed Co-ope¬ 
rative was involved in dishonest trade 
there could be no doubt that its name 
was seveiely tarnished alemg v\ilh that 
of the village; the Lnvesligalion and 
findings undoubtedly severel> stiained 
the constructive oiFicial relationship 
which existed between the village and 
lARI." 

In retrospeet it appears particularly 
unfortunate that the Jounli seed village 
experiment was started at a time when 
the seed inaiket was in fennent and 
when Covernment had no real means 
by wliieh to icgulate and maintain seed 
specifications and standards.* Even so, 
the Jounti Seed Co-operalive appeared 
to adhere to high standards set hy I All! 
and to market a high quality product; 
in fact it seemed to be developing int > 
a sound business concern with a long 
and profitable life ahead of it. But 
some Jounti fanners found that they 
could increase their immediate iirufits 
hy selling their seed output privately. 
*Somc beeame involved witli lARJ em¬ 
ployees in an attempt to exploit the 
increasing demand for seed of new and 
experimental v.irieties.^'’ Most farmers 
realist'd that tlu* bnoN ant iiMik<‘t sitna* 
tion of 1967-69 was a temporary phe¬ 
nomenon, and many decided to cash in 
on this situation as fully as tlicy cxiulil 
while it lasted. Within a general eco- 
npinic environment of limited opportu¬ 
nities for fanners, it would he strange 
indeed had the Jounti fanners tiot res¬ 
ponded more or less as they did. 
The shoit-tcrm income gains were very 
c'onsideiablc and the Jounti burners as¬ 
sessed conectly the tcmptirary nature of 
the seed market situation in winch thev 
found themselves. Tliey had ever\' 
reason to expect that such an opportu¬ 
nity to earn big money might never 
come their way again, and they there¬ 
fore used ever>' means available to ex¬ 
ploit this opportunity fully. They were 
by no means the only fanners in north¬ 
ern India who acted in this way, and 
they did iulfil a useful role in helping 
to rapidly increase the quaxitity of dwarf 
wheat sT'cd available at a time when 
demand had outstripped Government 
supplies. 

Jounti is e.ssentially a case study of 
an attempt to develop modem economic 
institutions and attitudes in a predomi¬ 
nantly peasant agricultural sector. 


Notes 

1 The High-Yielding Varieties pro¬ 
gramme. 

2 The l^rogramnic has been initiated 
and Mipci-v’iscd bv the Director, M N 
Svvaminathan, who had recognised 
the potential of the dwarf wheats 
for India and subsequently carried 
out important adaptive and varie¬ 
tal research with the Mexican 
material, 

3 The Economic Times, December 
30, lf)67. 

4 Mainly Saini (market-gardener) 
and Jhurnar (water-carrier/basket 
ucavei) castes. Several Saini had 
fieeii able to buy small plots of 
land in th<‘ village and they bad 
started growing wheat, the main 
crop of the Jats. 

.5 Lewis, Oscar, “Village Life in 
Noith India’’, Random House, New 
York. 

6 The Economic Times, December 
30, 1967. 

7 The adoption of hybrid bajra in 
Jounti \^’as even more rapid and 
complete tlian the adoption of 
dwarf wheat. Hybrid bajra was 
first grown in Jounti in 1966 
by two fanners. In 1967 it was 


A DRAL'r agreement to (stablish a 
Lc'pper Community, designed to pro¬ 
vide benefits of c-o-operatioii in pro¬ 
duction, rescdich and marketing, has 
been approved in Bangkok at a niecit- 
mg of th<‘ major pepper-producing 
countries of Asia with the assistance of 
th(‘ Uniti'd Nations Economic Commis¬ 
sion ioi Asia and the F’ar East (ECAFE). 
In discussing the draft agreement, tlie 
participants were “guided by the need 
loi improving the pepper economy and 
pionioting its development”, a report 
on the session held in February states. 
Aft<‘i the discussion, reprcst'iitalives of 
India, Indonesia and Malaysia approv¬ 
ed the draft agieement and indicated 
that theii goverimients dcsiied to be¬ 
come initial contracting parties to the 
IVpper Community. The representative 
of Ceylon expre.s.sed bis country’s inte¬ 
rest in the pepper economy and in find¬ 
ing solutions to the problt^ns facing it, 
and .stated that the diaft agreement 
wouhl be referred to the government 
for consideration. Tl»e participants 
“noted the rapid increa.se in produc¬ 
tion in coimlric.s outside the ECAFE 
r( giori and stressed the need to invite 
as many pepper-producing countries as 
possible to join the Qiraniunity”, the 
rcjxnt states. It was decided that m- 
terested pepper-prixliicing countries can 
Ix'come initial contracting parties if 
they notify the ECAFE secretariat of 
their intention by April 15, 1971, after 


pown by 30 fanners, and in 1068 
by 95 fanners. The area sown to 
bajra in the kharif season also in¬ 
creased; from about 140 hectares 
in 1966 to 190 hectares in 1968. 
In most cases adopting farmers 
replaced local with hybrid bajra 
completely in the first year of ad¬ 
option. 

8 Unknown to the authors at the 
time, the investigation of Jounti 
was taking place when they at¬ 
tempted me second stage of their 
survey. The authors found that 
many fanners, particularly those 
from Croups I and II, supplied 
them with completely false infor¬ 
mation while a few refused to have 
anything more to do with the stu¬ 
dy. For this reason, the study was 
brought to a premature end, limit¬ 
ing severely the data available. 

9 After considerable delay, a Seed 
Act is now in force and the Jounti 
experience should be avoided in 
the future. 

10 We do not lay any blame on either 
party in this. Perhaps the Jounti 
farmers grew and sold ‘new varie¬ 
ty’ seed in good faith, and they had 
been misled by their contact.s at 
the lARI. 


which the agif*eincnt will be foi 

sigiKiturc. 

The ilratt agreement culls for promo 
tk)u aii<l co-ordination of all activities 
relating to the pepper «*coriomy with a 
view to achieving the following broad 
objectives: 

To co-oTilrnute and stimulate re¬ 
search on technical and economic as- 
l>ects of prwluction, including research 
on diseases affecting pepper .plants and 
i>n development of disease-resistant and 
high-yfeldfng vari(*ties; 

To facilitate the exchange of infor¬ 
mation on programmes and policies, 
and on any other aspects relating to 
production: 

To develop progranim<^s for increas¬ 
ing consumption in traditional and new 
markets, including programmes of co¬ 
operation in promotional activities; 

To intensify and co-ordinate research ’ 
on new uses of pi^pper; 

To take joint action for the relaxa¬ 
tion of tariff and non-tariff barriers and 
for the removal of other oRstacles to 
trade; 

To co-ordinate standards of quality 
.so as to facilitate international market¬ 
ing; 

To keep under constant review deve¬ 
lopments relating to pepper supply, de¬ 
mand and pricc.s; 

To carry out investigatioiM into the 
causes and effects of price fluctuariohs* 


Pepper Community 
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Agricuitural Wages in I^unjab and Haryana 

A Note 


James W Gough 

The evidence of this paper indicates with some degree of certainty that in Punjab and Haryana the 
growth rate of real agricultural wages is rising and that this rise is associated with the Green Revolution. 

However^ without consideration of the number of days mn-kedi daily wages tell little .about the 
economic situation of a group. 

Also, the relation of the agrictdtural labourer to the others in the agricultural sector is important. 
Here^ growth rates of production rose much more than growth rates of real wages, suggesting that the' 
labourers received only a small share of the gains. 

[I would like to thank Robert Evenson and Albert Berry for their assistance in this paper, hut of 
course I am solely responsible for all errors and opinions.] 


THIS short paper presents some evid¬ 
ence as to the changes over the past 
few years in agricultural wages of 
Punjab and Haryana. The first part 
gives a general picture of the levels 
of real wages in Punjab and Haryana 
for a 14-year period. 1 then attempt 
to show whether or not something of 
a revolution is reflected in the linear 
growth rates of these wages. Finally, I 
give some measure of how closely 
changes in wage rates '.re associated 
with changes resulting from the intro¬ 
duction of new technology during the 
Green Revolution. 

Table 1 presents the average daily 
wage for agricultural labourers in 
Punjab and Haryana for three' points 
in time. The weighted means are cal¬ 
culated by using the percentages of 
male agricultural labourers in each 
district a.s compared to the State*s 
total (taken from Pranab Bardhan m 
•^n unpublished paper entitled **The 
.So-called 'Green Revolution and Agri¬ 
cultural Labourers”). The means are 
then deflated. 

Bardhan reported that while the 
weighted-average daily wage rate for 
casual male agricultural labourers rose 
' by al^out 89 per cent for the period 
1960-61 to 1967-68, the price index 
went up by 93 i>er cent, indicating 
that although production had risen by 
60 per cent in the period, wages re- 
" mained virtually unchanged. Table 1, 
however, shows that real wages rose 
by 28 per cent in the period 1956-57/ 
57-58 to 1968-69/69-70 (or 25 per cent 
from 63-64/64-65). The difference 
seems t<i come from the extension of 
my data into 1970, as shown in Table 
2 . 

In Table 2, the time series of wages 
for the State as a whole are calculated 
by averaging wages in the 15 districts. 
The figures are unweighted, which 
especially aiVeets the later years (com¬ 
pare with Table 1). The deflated scries 


certainly sterns lo indicate that the 
only real change has been the increase' 
in the last two years. However, the 
largr jump in the very rough price in¬ 
dex in 1967 suggests that perhaps one 
should view the data for 1966-67 and 
even 1967-68 with some degree of cau¬ 
tion. These years may also reflect the 
questionable effects of the abnormal 
climatic conditions. There are als<i pro¬ 
blems for 1969-70 m that the wage 
data were available for only 8 or 9 
months and that the price index could 
only be estimated. By taking two year 
averages and breaking the entire 14 
years into 2 periods, some of tht se 


difliculties may have been partially 
eliminated. 

Comparisons of the two periods docs 
I>roduce some fairly strong evidence 
that the wage structure in the Punjab 
and Haryana has been altered. With 
a mean difference between the weight¬ 
ed averages of leal wages for period 
I of 0.05 and a standard error of 0.37, 
if seems fairly evid('nt that wages were 
substantially unchanged for that period. 
It would be interesting to see for how 
long the effective zoro rate of growth 
has persisted. However, a mean differ¬ 
ence in period 2 of 0.61 Rs/day and 
a standard error of 0.38 indicates with 


TABLt 1 : AvERAGii Daily Wages for Agricultural Larolk tn Punjab 

AND Haryana 


(Rs/day) 


District 

1956-57/1957-58 

1963-64/1964-65 

1968-69/1969-70 

Bhatinda 

3.38 


4.47 


7 40 

Patiala 

2.44 


2 62 


6.28 

Hissar 

2.34 


3 53 


4.94 

Kamal 

1.90 


2.16 


4.91 

Mahendragarh 

1.77 


2 53 


3.68 

Ludhiana 

2.35 


3.19 


5.66 

Juliundur 

1.87 


2 96 


5.48 

Sangrut (Jind) 

3.06 


3.73 


6 43 

Ferozepore 

2.00 


3.42 


6.23 

Rohuk 

3.15 


3.38 


5.66 

Ambala(Rupur) 

2.60 


3.14 


5.31 

Gurgaon 

2 25 


2.39 


5.00 

Amritsar 

2 46 


3.09 


6.95 

Kapurthala 

2.66 


4.40 


5.88 

Gurdaspur 

1.42 


2.61 


5.05 

Weighted Mean 

2.40 


3.21 


5.93 

Deflated 

2.36 


2.41 


3.02 

Mean Difference (deflated) 

0.05 


0.61 


Standard Error of difference 

0.37 


0.38 



Notes: The wages paid in each district are simple averages of wages paid to causal male 
field labour for 6 operations, (plowing, sowing, weeding, etc). The data is from 
either the Statistical Abstracts of the Punjab and of Haryana or from the monthly 
reports of A^cultural Wages in India of the Ministry of Food and Agriculture. 
Data for 1969-70 was available only through February or March 1970. Weights 
to calculate the means are the percentage of male agricultural labourers in the 
district to the State as a whole in 1961. CThese weights were taken from Barhan. 
The weight for RohtaJc is estimated). The means are deflated by the General 
Consumer Price Indeit for Agricultural Labourers in the Statistical Abstract 
of the Punjab (the index numbers refer to both Puhjab and Haryana). The 
index was available only through September 1969 and so for 1969-70 was 
assumed to be 2.00 (see Table 2 below for further discussion). 
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Table 2 : Agricultural Wages since 1956-57 


• 1956 1957 1959 1960 

to to to to 

1957 1958 1960 1961 


1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

to 

to 

to 

to 

to 

to 

to 

to 

to 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 


Wage 

Deflated 

Price-index 


2.37 2 33 2.45 
2.37 2.26 2 40 
1.00 1.03 1.02 


2.50 

2.40 

1.04 


2 82 

2.82 

3.14 

3.23 

3.56 

4.13 

4.65 

2.66 

2.66 

2.43 

2.34 

2 40 

2.13 

2.43 

1 06 

1.06 

1.28 

1.38 

1.48 

1.94 

1.91 


5.57 

2.89 

1.93 


5.81 

2.90 

2.00 


Notes: Wage data and the price index are from the same sources as in Table 1, but here no 

was not available, but the almost unchanged index for the 3 previous years and the monthly fluctuations in 1969 indicate that 
the index did not rise extravagantly in 1970. A price index of 2.00 thus seems justifled. 


a fairly hish degree of confidence that 
real wages have begun to lise in the 
later 2/3 of the 1960s. 

Statistical juggling like that des¬ 
cribed above must be watched closely, 
and even large percentage incieases in 
a veiy low wage' still leaves the worker 
very poor. Perhaps all one can con¬ 
clude from the above information is 
that in the late 1960s wages have ri¬ 
sen a little after a long period of zero 
growth. Yet even this suggests a change 
which may he lather significant. 

Table .3 represents the mean an¬ 
nual growth rates for the two periods 
of the plowing and harvesting as well 
as the average wage discussed before. 
Tlic wages were deflated but the 
growth lates, standard deviations, and 
correlation co-etficients were not 
weighted. High standard deviations 
preclude any strong statements, but 
this is further evidence that something 
has happenc'd to agricultural wages in 
the late 1960s. The negative correla¬ 
tion gives a rather substantial indica¬ 
tion that the tiends present in pci J 
were not continued in pei 2. Although 
this may only reflect difficulties in 
selecting end points, a high co-effici- 
ent for at least harvesting wages in- 
dicate.s same significant change may 
have taken place. 

The evidence presented so far has 
implied that during the Green Revo¬ 
lution period, wage rates have been 
altered upward. Tabic 4 gives some in¬ 
dication as to whether or not these 
changes can be associated with the 
introduction of the new technology. 
Tile linear growth rates of the plow¬ 
ing, harvesting, and general wages are 
each correlated with the growth rates 
of acreage, production, and yields for 
foodgrains and for all commodities. 
Cross-sectional correlations are taken 
using data from the 15 districts in 
the Punjab and Haryana during 
period 2. 

As can be seen, growth rates of 
wages in period 2 do seem to be signi¬ 
ficantly correlated with growth rates 
in production and yields. If one as¬ 
sumes that the new technology and 


Table 3 : Linear Growth Rates of Agricultural Wages 


Period I 


Period 2 


1956-7/1957-8 

to 

1963-4/1964-5 


1963-4/1964-5 Correlation 

to Co-eflicient 

1968-9/1969-70 Period 1 vs 

Period 2 


Plowing 

Harvesting 

General 


0.76(3.76) 6.15 (4.52) —0.262 

* 0 25(4.25) 5.83 (9.06) 0.533 

—0.04(3 21) 5 24(4 37) —0.388 


Notes: The growth rates arc unweighted averages of the growth rates of real wages 
in the 15 districts. Plowing and harvesting wages are derived using the same 
methods and sources as used for the general wage in Table 1. The .standard 
derivation is in parenthesis. Correlations are between growth rates in 15 districts 
for the 2 periods. 


Table 4 : Correlations betwifn Oaowni Rates in Period 2 


Wages 

Acreage 

Production 

Yields 


Food- 

grains 

All 

Commo¬ 

dities 

Food- 

grains 

All 

Commo¬ 

dities 

Food- 

grains 

All 

Commo¬ 

dities 

Plowing 

Harvesting 

General 

0 316 

0 163 
0.368 

0.276 

0 023 
0.261 

0.548 

0 381 
0.543 

0 526 
0.376 

0 522 

0.644 

0.466 

0.582 

0.592 

0.480 

0.542 


Note : Data on acreage, production, yields are from the Statistical Abstracts on Punjab 
and Haryana. These growth rates arc for years 1963-64 to 1968-69 only whereas 
growth rates in wages are for the period 1963-64/19^65 to 1968-69/1969-70.. 
A co-L'fficicnt of 0.514 is significant to the 5 per cent confidence level. 


piaeticcs are responsible for the in¬ 
crease in production and yield, then 
Table 4 suggests that the using growth 
rate of wages is associated with the 
Green Revolution. Of course, the in¬ 
crease may be explained by other fac¬ 
tors; the correlation here could be 
moie firmly established by using other 
variabK'S, such as area planted to new 
varieties. However, when the same 
correlations as in Table 4 were calcu¬ 
lated using period 1 data, insignificant 
co-efficients resulted. This indicates 
that new factors influencing wages 
were introduced during the Green 
Revolution. The use of high-yielding 
seeds, for instance, would likely affect 
production and yields more than acre¬ 
age. Thus, if the Green Revolution 
is responsible for the increased wages, 
one would expect higher correlations 
with production and yields rather than 
acreage. This is the case in Table 4. 


The results given here must be taken 
w'iih caution. Tho Green Revolution in 
India is supported by many as a 
means of impioving conditions for the 
rural poor, and the wages paid to agri-. 
cultural labourers are taken as in¬ 
dices to measure this improvement. 
Yet, without consideration of the , 
number of days worked, daily wages 
tell little about the economic situation 
of a group. Also, the relation of the 
agricultural labourer to others in the 
agricultural sector i.s important; here, 
growth rates of production"*rose much 
more than growth rates of real wages, 
suggesting that the labourer may have 
received only a small share of the 
gains. Nevertheless, the evidence of 
this paper indicates with some degree 
of certainty that in Punjab and Har¬ 
yana the growth rate of real wages 
is rising and that this increase is as¬ 
sociated with the Green Revolution. 
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A Cb-dperAtive' Farming^ 


Richard Lerner 


If Indian agriculture is to be made a more rationally planned enterprise and the ctdtivators 
to have the greatest jyossihle understanding and control of their own destinies^ then indeed collect 
five farming should he considered the ideal pattern of organisation. Joint co-operative farms are a clos& 
second as far as .social justice is concerned, hut they frequently have the weakness of tending to perpe¬ 
tuate economic differences among members. ; 

In most cases, dividends on ^x)oted land receive the largest sluire of profits, and increased producU^ - 
xnty of the kind which is due to investments and management by the co-operative are rarely taken into C 
account. Also, profits earned from other ventures, such as processing, are usually included with pro*-, 
fits from crops, so that ilw.^e with kind continue to receive a disproportionate .share of the profits. 

Very few cultivators, other than the landless ivho are given kind as condition that they cultivate^ 
collectively, can, therefore, be easily convinced to enter into collective farms. 

An equally important drawback is that very few cultivators have the understanding and knowledge 
required to manage collective farms at this point. Even joint co-operative farms may attract only a 
limited proportion of cultivators in the immediate future. 

Nevertheless, the capabilities of these production co-operatives for economic develofmient with 
cial justice should not he forgotten and they can he used as models in he aimed at, regardless of the 
increasing nnmhcr of prosperous individual farmers or the vcu’ious other kinds of farmer co-operatives 
and as.sociations that are developed. 


1 

Background 

BETWEEN 1957 and 1961, while a 
student at the Univeisity of Wiscon¬ 
sin, I was very active in a student co¬ 
operative. The purpose of this co-opc- 
rativc was to provide its 80 or so 
members wilh meals. The composition 
of this group, was extremely hotelo- 
geiieous: male and female, graduate 
and undergraduate, coming fiom all 
over the US and many foreign coun¬ 
tries (including India), and having a 
wide range of religious and political 
persuasions. What was particularly in¬ 
triguing though, was the range m atti¬ 
tudes that existed towards co-opera¬ 
tion as ^n ideological piinciple. To a 
few, it was an example of Christian 
brotherhood. To others, it was simply 
a democratic way of running an organi¬ 
sation. For some, like myself, it 
appeared not only the proper mode of 
small group operations, but also a 
model for the way in which true 
socialist institutions should operate. I 
must stress, however, that the majo¬ 
rity of- the members did not reflec*^ 
ideologically upon the organisation — 
to them it was simiily a place which 
provided them a service at the lowesf 
cost and with the least amount of 
work. Yet, many of these same mem¬ 
bers took on important administrative 
responsibilities, and often rendered 
services above and beyond what was 
required of them. It was this last 
kind of member who oriented the 
most my thinking about co-operatives. 

I had been interested in the cd-,. 
operative fanning programme of India 
since 1960, and had begun to look at 


It seriously m 1967. The factual in¬ 
formation published about it had been 
presented by agricultural economists, 
with 111 tie reference to the social as¬ 
pects of Co-Operatives. Besides, these 
books covered data collected in the 
early 1960s and consequently dealt 
with societies which were often only 
a few years old. Aiticles on the sub 
ject occasionally mentioned some 
inteiesting socit ucs, but did not tell 
very much about the members. 

Gradually 1 was able to pul together 
a list of functioning co-operative 
farms; but data on caste, kinship lies, 
or educational levels, were available 
for just a few membeis of a few 
farms. Nevertheless, it seemed clear 
that if one could find a situation in 
which small cultivators with little or 
no formal education were ^ as a 
result of mutual help through farming 
co-operatively — gaining economically 
and developing an appreciation of 
democj-atic decision-making, it would 
l>e of great significance not only to 
India and other countries with similar 
agrarian problems but also of great 
sociological interest to the world. 

One had to exclude, therefore, ‘co¬ 
operative farms’ which were just fancy 
names for joint families, and study 
those where people from different 
lineages and different castes had form¬ 
ed societies. I felt that out of all the 
thousands of co-op farms that olhcialJv 
existed in India, and the hundreds 
which seem to have been successfully 
operating for over five years, there must 
be at leasta few whore peoj>le from 
different castes had transcended the 
slcreotyi>es and bonds of India’s tradi¬ 
tional social stratification, and develop¬ 


ed ties and attitudes that could be ihr 
slructivc to all of us. 

II 

Controversy among Policy MakerS^ 

The most important date in the co¬ 
operative farming programme was 
January 1959. It was then that the 
Congress party, at its Nagpur session,/ 
decided that Indian cultivators should 
be gradually organised into co-opera¬ 
tive faj-ming societies, and that this, 
was the goal towards which the socia¬ 
listic transformation of rural life 
should be directed. Prime Minister 
Nehru was one of the strongest advo¬ 
cates of the pro.giamme, but support 
came I'lom many others loo. There 
was strong opi'K)suion also. Prior to 
1959. many Leftists in the Congress 
had quit the Party because of ideo¬ 
logical disagreements, and similarly, 
for a numbei of people on the Right, 
the co-operative farming programme 
was the last straw. 

N G Ranga had co^uthored a book , 
only the year Ijeforc, “The Peasant 
and Co-operative Eaiming,” in which 
he had condemned the programme, 
and before 1959 was out he left the 
Congress and helped organise the 
Swatantra party. Charan Singh too 
had written a book, “Whither Co-, 
operative Farming?” in 1956, in which 
he had been very critical of such pro¬ 
grammes. At the Nagpur sessions, 
Charan Singh had strong exchanges 
with the supporters of the programme, 
including Nehru. That same year,' 
1959, Charan Singh brought out ano-^ 
ther book, “Joint Farming X-Rayed**,^ 
again criticising co-operative farmlngV 
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Thus co-operative farming has been 
Involved in political controversy from 
the beginning, and many important 
political leaders and economists were 
taking outsi^ken positions either for 
or against the programme. 

Another interesting indication of 
how many of the participants in the 
controversy have continued to play 
important roles in Indian politics, is 
that, between June and December 
• 1959, a Working Group on Co-opera¬ 

tive Farming deliberated, and made 
detailed re^commendations as to how 
to expand the programme. The Chair¬ 
man of that committee was S Nijalin- 
gappa. It was essentially this report 
which the National Development 
Council approved in September 1960, 
and which was later incorporated in 
the Third Five-Year Plan. 

Ill 

Administering the Plans 

To continue the chronology, bet¬ 
ween 1962 and 1967, mostly under the 
Third Plan, an elaborate structure was 
put up in the States to establish co¬ 
operative farms, to give them finan¬ 
cial support, and to keep track o^ 
their problems and progress. While 
this author is most acquainted with 
Uttar Pradesh, where he did most of 
his fieldwork, many other States have 
had very similar programmes. 

Under the Registrar of Co-operative 
. Societies, a separate staff was organis- 
, ed specifically for the co-operative 
farms. -These ranged from a State¬ 
wide Deputy Registrar, down to the 
Village-Level Workers. Many staff 
members, as well as managers, secre 
taries, and even auditors of co-opera¬ 
tive farming societies, were able to ge^ 

• specialised training at various Co- 
. operative Department Centres. 

The objective of the Plan was t( 
help in the formation of co-operative 
farming societies throughout the rural 
area, and to make special efforts to 
organise at least 10 societies in one 
Community Development Block in 
each District. These “Pilot Project 
Blocks’* were selected as most likely 
to be receptive to the formation of 
farming societies, and it was hoped 
that, if a number of societies could be 
formed in a compact area, they could 
both help one another and serve as 
examples to other cultivators in the 
suripunding areas. 

Before going further, one should 
define what is meant here by co¬ 


operative farming societies. For the 
past years, with only a few exceptions, 
there have been two types of co-opera¬ 
tive farms. These are, the joint farm- 
ing society and the collective farming 
society. As defined by the Working 
Group in 1960. the joint co-operative 
farming society is one in which “The 
ownership of land rests with the in¬ 
dividual but pooling ol land and joint 
cultivation in accordance with a plan 
approved by the elected committee arc 
essential ingredients . .. Ownership of 
land is recognised and rewarded by 
the society by payment of a return in 
1 elation to the productivity of the 
land. The produce is raised together 
and the sale proceeds, after meeting 
all the expenses of cultivation, etc, 
are shared by members in proportion 
to work done and/oi land contribut¬ 
ed.” The second type is the collective 
co-operative farming society. “A col¬ 
lective co-operative farming society 
holds the land on free-hold or lease¬ 
hold basis and also the other means 
of production. It undertakes joint 
cultivation. As the individual owner 
ship of land is not there, no return is 
paid on this account and the profits 
are distributed in proportion to the 
work done by the members.” 

In both types of societies the same 
essential elements of co-operation are 
supposed to operate, viz, “A co-opera¬ 
tive farming society, like any other co¬ 
operative institution, is an association 
of individuals, who join it on the basis 
of equality. While in a joint slock 
concern or partnership, voting rights 
are determined on the basis of capital 
contributed, in a joint farming society, 
like any other co-operative, every 
member has one vote irrespective of 
his contribution by way of share 
capital or land or other resources 
Even the landless lalxiurer has the 
same lights as any other land-holding 
member” (Report of the Working 
Group on Co-operative Farming). 

In a programme of directed social 
change, the Recipients, namely the 
villagers, are really only one of three 
parties jnvolved — the other two 
being the Policy Makers and the Ad¬ 
ministrators. In my research, far more 
than 1 j^ad originally planned or desir¬ 
ed, I have had to spend a great deal 
of time and effort trying to under¬ 
stand the roles that have been played 
by the Policy Makers and the Ad¬ 
ministrators. As I am not a student 
of either Political Science or Public 
Administration, I have no doubt over¬ 
looked many aspects of their roles, 
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but perhaps by relating a few atl^ 

incidents it will be t>ossible to 
ciate some of the pioblems 1 
across, and also perhaps, why 
operative farming programme itself 
had some serious problems. 

One of the first places I went to 
the Ministry of Food, Agrlcultor^ 
Community Development and Cd^;’ 

operation. 1 met the person wbo^? 
for the three pre-vious years, 
been the highest ranking administr^^/l 
tor who had co-operative farming 
his full-time duties. When I asked 
he knew of any co-operative farnMt^' 
that had the social characteristics t'f 
was looking for, he replied negatively^^!^^ 
He went on to explain that, the only 
real details that the co-operative farm-* 
iug Office of the Central Govern 
had ]>een collecting pertained to agri**. 
cultural production. Even if societiesj^l 
existed which were succe.ssful 
thf ones I sought, be and the Centrgl Kjj 
Govemmt nt would have no official 
way of knowing. As far as the Centre 
was concerned, the oveniding measure 
by which co-operative laiming was ^5 
i valuated (and, it would srem, many '3 
other rural development schemes ^ 
■well), was the production of food^ 
Because other types of investments 
were yielding greater increases in agii- 
cultural production, according to this 'V 
IAS officer, a psychological change ■ 
had taken place, and the Union 
Government seemed anxious to drop 
its involvement in co-operative farm* 
ing entirely. 

Gradually 1 learned that this was a 
widely-held view, and that many of , 
the economists too who had written 
books appealing for co-opeiative farm- 
ing earlier in the 1960.S, had lost 
interest in the subject, and even ques* 
tioned their earlier aTguments. 

Even when 1 examined statistics at 
tht; level of the States — in particular ,3 
UP — the only data which had beeii,;? 
carefully compiled about co-operativp 
farming societies, related to agdcu]’- 
tural inputs and production. WhiUr^j 
there are a few places in the official ' 
registers and forms tor reporting On;- 
items such as dispensary, school, or 
library operated by a farming society, 7 
these constitute only about 10 columns/J- 
out of about 300 in the annual reports. 
There was no information available in j 
the official records, either, concerning * 
matters such as age or sex of mem- 
bers, their educational qualifications,.; 
nor any other hint as to what kinds , 
of people were actually involved iii;? 
the farming societies. ' 
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IV 

Broad Perspective 

One of the main points that I 
should like to make in this report is 
that, while the Policy Makers had 
constructed a line model as to what a 
co-operative (arm should be like and 
what it should do, the Administrators, 
in cxi'cuting these plans and despite 
many sensible actions and financial 
outlays, treated the co-opcrativ< > 
much too much as impcisonal econo¬ 
mic production units and did not give 
enough attention to some inipoitant 
social factors. This will become moie 
evident when I outline some village- 
level details, 

A second major shorlcomnig of the 
Policy Making and Administrative 
bodies, was the inability to co¬ 
ordinate the various rural develop¬ 
ment schemes. Because co-operative 
farming encompasses the total produc¬ 
tive capaciiK's of a number of people 
and often a relatively large amount of 
land, it requires almost simultaneous 
attention fiom many of the different 
departments and projects which are 
involved in aiding villagers. Land 
needs consolidation: great demands 
are created for irrigation and mechani¬ 
cal power; improved agiicultural prac 
tices and new cash crops are sought; 
subsidiary industries are desired. 
While many individual cultivators may 
have the same wants, when a farming 
society is foimcd, these features be¬ 
come far more important and often 
even critical to the successful working 
Ot the society. Unless the land is 
adequately consolidated, the pooled 
capital available tor investment in 
irrigation and power cannot be well 
used. Unless timely and adequate 
technical and financi.iJ help comes, the 
availability of land foi cash crops and 
manpower for subsidiary industries 
goes largely to waste. Unfortunately 
there have been manv, many instances 
where co-operative farms, instead of 
being given special help by other 
departrni'nts, have been discriminated 
against. Land consolidaticui officers 
have frequently ignored requests of 
co-operative faim members to have 
their lands consolidated into a few 
compact areas. Powder lines have been 
brought fust to wealthy individual far¬ 
mers, who didn’t have to keep public 
records of expenditures. Here and 
there. Block Development Officers 
(BDOs) have slighted co-operative 
farms because they feci the Co-opera¬ 
tive Department should take care of 
the farms by itself. Banks, including 


co-operative banks, have practically 
never given long-term loans, and rarely 
even mediurn-term loans to Co-opera¬ 
tive farming societies, because they 
fear complicated collection problems 
should a society fail. 

Perhaps I am being too critical of 
the Policy Makeis and the Adminis¬ 
trators, but too olten f have heard the 
co-operativy faiming programme being 
described as a failure — the primary 
reason being given as “the individuali¬ 
stic streak '^f the Indian cultivator”. 
But. surely, the fact that they are in¬ 
dividualistic (though probably no more 
individualistic than any other segment 
of the population), was known long 
before the co-opeiative farming pro¬ 
gramme was launched. It wasn’t the 
farmers, but Government which pro¬ 
claimed co-opciative farms as an idea^ 
pattern of agrarian socio-economic or¬ 
ganisation. Therefore, Government 
had an obligation to give all necessary 
assistance towards this. Efforts have 
Ixen mad(', hut they have just not 
been adequate. My own impression 
is that great many faimcrs appreciate 
the advantages of co-operative farming, 
but that they simply arc not able or 
Willing to face all the complications 
that seem to go with co-operative 
farming — particularly when many of 
the problems are beyond their control 
and aie at times are even caused by 
the very Government agencies which 
they logically cxiiect assistance from. 

V 

Searching for the Successful 

Let me move a little closer to the 
villages themselves. In July 1963, the 
Department of Co-operation set up a 
Committee, under the chairmanship of 
D R Gadgil, to follow the progress of 
the farming progiamme. In 1963-64, 
the Agro-Economic Research Centres 
made detailed field studies of the 
working of the Co-operative farms. Al¬ 
though the final report submitted in 
September 1965 was rather general, I 
was able to examine a number of the 
original field reports, and several of 
the unpublished follow-up surveys 
done in early 1966. 

I decided to concentrate my own 
work in UP lor several reasons. 
First, the Delhi Centre’s two reports 
portrayed UP as having at least as 
many possible research sites as any 
other State 1 had read about. 
Secondly, I had the opportunity to 
talk with several of the researchers 
who had prepared these reports and 
was therefore able to get further in¬ 
formation. Thirdly, I had already read 
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more about the Gangetic plains village 
life than about other parts of India, 
and had studied Hindi and Urdu for 
a while. Fourthly, UP is the most 
populous Indian State, with a great 
many small cultivators who were to 
be the main targets of the co-opera¬ 
tive farming programme. 

My quest for socially successful 
farms was frustrating. Despite the 
fact that, by 1968, there were over 
1,000 co-opeiative farms operating, in 
UP, after examining records and speak¬ 
ing with thci Co-operative Farming 
staff in Lucknow and at u number of 
regional headquarters and districts 
within the State, it became clear that 
practically no reliable information was 
available on the social composition of 
the co-operative farms. In most cases, 
even the village-level staff’s only per¬ 
sonal contacts were with a few of the 
officers, the Secretary, or the Manager 
of the society, and they could not tell 
me much about the rest of the mem 
bers. 

One of the first things I wanted to 
know was the kinship ties among 
members, but I was unable to get this 
information without going to the vil¬ 
lage to get it myself. In a few cases, 
the farming staff people had the infor¬ 
mation but were embarrassed to talk 
particularly about the close relation¬ 
ships; but in most cases they simply 
didn’t know, including of cases I 
found where real brothers were among 
the society's officers. Enter in this 
article, I will deal further with the 
question of kin ties among society 
members. 

The primary tasks of the farming 
staff are to see that loans and sub¬ 
sidies are properly utilised and that 
the society’s records are properly 
maintained, and to render assistance 
when requested by the members. The 
farming staff were of invaluable assist- ^ 
ance to me, and I have gotteh to know 
a number of them fairly well. Many 
of them are sincerely dedicated to 
their work; but almost all of the staff 
that I met carry out their assignments 
with a sense of ^ futility. They see 
that co-operative farming is a far more 
revolutionary programme thaa Govern¬ 
ment anticipated and that it requires 
missionary zeal on the part of tho vil¬ 
lage-level workers to create a real co¬ 
operative farm, backed by the whole¬ 
hearted support of all the other 
Government departments. 

In UP, however, as a top staff 
membtr with over 15 years’ experience 
in co-operative farming put it, the pro¬ 
gramme *^never could get beyond the 
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controversy stage" (Septembt;r 24, 
1968). Another staff member, who 
supervised not just farming societies, 
•but all Co-operative societies in a 
Central UP District, was even more 
elaborate in his description of this. 
He blamed many of the setbacks on 
those politicians who have continually 
cast doubts on the programme in the 
minds of the people, even while the 
piogramme was being tried. He was 
outspoken enough to mention Chau- 
dhari Charan Singh as being parti¬ 
cularly responsible, since he had been 
in Government for many years. If 
Government was not fully behind so 
sensitive a programme, it was only 
natural that many farmers would be 
afiaid to commit so significant a part of 
thejr Jives to a scheme which might 
lose. Government suppK^rrt at any time. 
As he said at one ptunt: “When the 
Chief Ministers are critics, we, too, 
are unable to get members to pull 
along" (April 24, 1969). Veiy similar 
comments have been spontaneously 
made to me b^’' othcis on the Co-opera¬ 
tive Department stalT. 

VI 

Bhoodan/GramdaTi 

Although I had expected that the 
Bhoodan/Gramdan movement would 
have fared much belter in co-operative 
farming than the Government pro¬ 
gramme, my search for functioning 
farms within that movement was at 
least as frustrating as in the official 
programme. As I had undta''.tood, the 
original intention of Gramdan wa.s to 
'develop collective activities in the vil¬ 
lage,'' including joint agricultural pro¬ 
duction on lands donated to the move¬ 
ment. I searched through literature 
and met with activists and close 
followers of the movement in Western 
UP, Lucknow, and Benaras; hut I was 
unable to learn of any specific co¬ 
operative or collective agricultural pro- 
* duction units run by villagiTS. even 
putside UP, 

What was usually described to me 
were in effect a.shrams, where a num¬ 
ber of activists in the movement work¬ 
ed collectively, but the local population 
seemed at best to be playing a secon¬ 
dary role. The impression T got was 
that, while collective farming had been 
an important goal of Gramdan, it is 
rarely even thought about now. While 
the proper ideology and zeal for co¬ 
operative farming may have been pre¬ 
sent among Gramdan workers them¬ 
selves, they often Lacked the necessary 
technical knowledge to aid in the 


management of a co-operative farm. 
Even where they possessed the know 
ledge, they still ran into the same 
problc-Tis as did the*jr counterparts 
working under the Co-operative 
Department — viz. members who 
could not comprehend the' com¬ 
plexities of the organisation, Govern¬ 
ment agencies which were unco-opera¬ 
ti vc, etc. On top of that, the Gramdan 
societies, which woie usually not 
Tegistenxi with the Coopeiativo De¬ 
partment, did not receive the subsidies 
and special loans that were made 
available lo the official societies. 

Consequently, the Giamdan move¬ 
ment has settled for the present, 
with more limited co-operative activi¬ 
ties in the villages; and land generally 
stays with an individual family for 
cultivation purposes. Another feature 
of the movement now • -- which seems 
at least paitly a reaction to frusiiated 
attempts at significant land refoim — 
is the dominating concern with spread¬ 
ing the movement over wide areas. 
Distiicts, and even enlirn Slate-wide 
'donations’, are primaiy interests of 
the movement, impl\ing that what is 
sought is not just intensive village, 
grass-roots chang(\s, but exertion of 
influence on, or actually control of, 
official policy-making and administra¬ 
tion. 

VII 

Success 

By now I have probably convinced 
everyone that there couldn’t possibly 
be a genuine co-operative farming 
soch'ty in India. Perhaps by describing 
a few societies, the reader can decide 
for himself how genuine some societies 
are. 1 should say at the outset that. 
1 did not find the ideal society which 
1 had hoped for, although I did visit 
a collective faim that came close to it 
— which, however, T have not des- 
ciibed here. After visiting a nunibei 
of different villages in several UP 
districts, I decided that a study of the 
entire programme in the State would 
better utilise my time and I>€ of grea¬ 
ter significance than a continued 
search for my model farm and con¬ 
centration on just that farm, f theic- 
fore made extended visits to sev(?ral 
societies which I felt best illustrated 
the achievements and potentials of the 
programme. Even while searching for 
the best societies, T cncountciod many 
farms suffering from all sorts of de¬ 
fects and problems, so that in the pio- 
cess I did become familiar with a 
wide range of situations and condi¬ 


tions. My experiences should not be 
interpreted to mean thflt there are no 
blotter cases than the ones I found. 
Because of the scarcity of written in¬ 
formation and the difficulty in finding 
the right people to communicate with, 
my findings aie fiagnientaiy. It may 
very be that many mc»ro success¬ 

ful co-operative farms exist—even in 
UP or in the Gramdan movement. 
Even the ones which 1 describe here 
are by no means the best that I have 
seen, but they are typical and have 
implications for many other situations. 

I should also point out that, when 
I use the teiin 'successful’ I have had 
some definite criteria in mind beyond 
the olTicial definitions of co-operative 
farms quoted earlier in the paper. 
These arc: (I) members should have 
voluntarily remained in the society, 
even after the initial live years have 
elapsed; (2) theie should be maximum 
])ossible discussion and democratic 
pai ticipation in decision-making (3) as 
many members as possibh* should be 
actually working on the farm; (4) the 
members themselves should feel that 
their working conditions and incomes 
have been satisfactory, better than 
what they had before joining the so¬ 
ciety, and hotter than they feel they 
would have had if they had remained 
outside the society. By these criteria, 
I feci that the cases desciibed below 
are definitely successful. 

Vlll 

Ex-Soldiers’ Collective 

111 1959 a group of foimer soldiers 
wero granted 60 acres of unused niili- 
lary cantonment land on which to 
establish a collective farm. 1'hc land 
is located a tew miles from a large 
city in south-wcslein UP, and is in 
one block. The data an- as of Uebru- 
.uy 1969. All of the original 16 mem 
hers are still active, 10 working tull- 
limc, on the t.inn, and six part-time. 
Of the part-time people, ihn c still have 
part-time military jobs, the fouilh is 
ill, the fifth is elderly, and the sixth 
is the President's sf>n who teaches at 
an Agncultuial Coliego. 

Three of the members me lats, and 
all of these work onl\ part-time. Nine 
.lie Thakurs, six them working full- 
Innc at tlu' fann. Of these si.\, three 
onginaliy came fiotn llan.ma, while 
twf) eanu; liom (liirerent UE di.shict’J. 
Ml of the Ih.ikiir and Jat members 
.lit' literate, ihongh m widely vaiying 
degrees. There are ftinr other mem¬ 
bers M'oiking fnll-tinu’, all of whom 
are illiterate: two Dhimars, one 
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Bhangi, and one Kathchi. Aside from 
the President’^ son and the Managei 
of the society, all the other monibeis 
were in the army, stationed nearby. 

The Manager, who is one ul th<' 
youngest members, is a Thakur who 
completed high school, (hen left Har- 
yana to look for work in the UP city 
near the cantonment. I am not c(i’ 
tain just how it hapin ned, but he 
got attached to the faimiug society, 
and in 1960 was sent toi three itiDnihs 
of special training in cooperative faim 
luanagemcnt at a Co-opeiativc lX‘]>nrt- 
ment Centre in Rampiii. In addition 
to the regular daily salaiy, which is 
approximately Rs 3 per day, the 
Manager earns Rs 80 pei munih. Be¬ 
cause of their knowledge, both he and 
the President’s son are given a great 
deal of respect by the other inomljcis. 

'fhe society has bo rod its own tul>e- 
wcll, and owns six pints of bullocks. 
They built a jiump house, and pro¬ 
vide a water tiough which is also 
used by neighboiiiing villagers and 
their cattle. The pump house sei'ea 
as the focal point, and in»inbers store 
a few things there and hold meetings 
just outside it. In addition to food- 
grains, they grow vegetables on ten 
acres and ihcse vegetables they sell 
daily through a co-operative market¬ 
ing society three miles away on the 
outskiits of the city. Members ol the 
society can buy these vegetables, as 
well as the society giain, at 25 pei 
cent less than the jirice the society 
gets from non-members. Wage pay¬ 
ment is made in the form of a share 
of the crop, the share being pr'por 
tionnte to the amount of time work¬ 
ed. There is a noim system which 
they have set up, which (he Managei 
supervises. The area a man should 
plough in eight hours is agieed upoi , 
and this must be fulfilled in order for 
the man to earn the day’s full four 
Work units. 

Although it did not appear to nn 
that the less educated members of the 
society played much of a role in dici- 
sion-making, the fact that they all 
have voluntarily remained within tht 
society for so many years suggests 
that they are satisfied. The members’ 
homes are scattered in several diffei 
ent hamlets and a town m the area 
I saw several of them. One of the 
Dhimars has a two-iooin house of 
brick with cement mortar, i’he Kach- 
chi has a rather grand place, which is 
two stories of cemented brick, plaster¬ 
ed and painted. The home of the 
President was certainly not as elegant, 
though some of his furnishings 


showed a rather modern taste. 

Fiom what I could sec in my brief 
visit, the members of this society, with 
very little help from anyone else, have 
done a commendable job of working 
together. They mentioned many diffei 
ent schemes which Ihey wanted to 
proceed with, such as getting a trac- 
liiir (or ploughing and for hauling 
produce to maiket (they are on paved 
loads), and the setting up of a fruit 
and vegetables processing plant. They 
also wore badly in need of a building 
to keep their implements and animals, 
whiVh aIV novV kept scatteied with 
members. They would have gone 
ahead with these projects were it not 
for their total insecurity of tenure on 
the land. 

As they have made the land more 
and mtire productive, other parties 
haw pul more and more pressure on 
the Cantonment Board to put up the 
land for auction and to let it out to 
the highest bidder. Originally, the so¬ 
ciety paid an annual rent of Rs 900, 
but this had been gradually pushed 
up, so that, by 1969 it was almost Rs 
6,000 per year. The society cannot 
afford to make any long-term invest¬ 
ments because of this insecurity. They 
want the Cantonment to grant them 
a lease which is longer than the an¬ 
nual one they now have, or even an 
indefinite lease with loss of land only 
in case of military need. 

1 have heard of several other very 
similar cases, where collectives on 
cantonment lands have been working 
well, but have no security of tenure 
and, therefore, are very limited in 
what they can accomplish, 

IX 

A Joint Farm 

This is an even more typical situa¬ 
tion, and is similar to hundreds of 
other co-operative farming societies in 
UP alone. 

Sitapur Village (pseudonym), in 
Central UP, is 10 miles from the nea¬ 
rest town. After the first mile, one 
leaves the main highway and takes a 
road of two narrow ribbons of cement¬ 
ed l)rick. After six miles of this, one 
must go the last three miles by dirt 
tracks. 

My first contact with the society 
was in the fall of 1968, when 1 met 
one of the members in the district 
capital and interviewed him for d few 
hours, as well as the village-level wor¬ 
ker who had the society in his charge. 
In June 1969, I spent two days in the 
village, with someone from the co- 


operadvG farming staff acting us 
interpreter for me, as they often did on 
my initial visit to a village. In Febru¬ 
ary 1970 I returned with my own re-- 
search assistant, and we spent two 
weeks in the village. My assistant 
spent another day there in Apiil. 


The population of the village is 
(roughly): 


Chamai: 

160 

Arakh: 

100 

Murao: 

75 # 

Lohar: 

10 

Barhai: 

5 

Total = 

350 

Thu members of the farming society, 


with the exception of one absentee 
member, are all Chamars. I am using 
the caste names here, as do the peo¬ 
ple themselves, and since there are a 
great many Chamars in the area — in¬ 
cluding some of the best educated 
and prosperous people — the low caste 
names do not seem to carry the same 
social stigmas which they might have 
done in previous years or which they 
still do in other places. 

The core of the society consists 
of kinsmen of the group in Diagram 1. 
The parents of the five brothers 
had died in 1945. The oldest 
brother, Priagi, had a fourth 
class education; he reads and 
writes a little and does simple arith¬ 
metic. The next three brothei-s are 
illiterate, while the youngest has a 
law degree from Lucknow University 
and practices law in the district capi¬ 
tal. As of 1960, the four oldest 
brothers were cultivating full time, 
while the youngest (as he still does) ' 
had rented a house in the capital* and 
came to the village whenever the 
Courts were closed for a few days to 
help care for his land and livestock. 
Among the five, they owned about 31^ 
acres, which had previously^ been in 
the name of the zamtndar of the 
village. About a fourth of this land 
is on hills and is extremely sand>; on* 
this, even now, only one rather pooi: 
groundnut crop-can be obtained if the 
rains are good. Each of the brothers 
was working on his land individually, 
with the youngest helping out and 
giving a part of his crop to those 
brothers who helped him work it. 
Individuals working their land alone, 
seems to be the dominant pattern in 
the village; for, in 1970, we were able 
to find only three cases among all 
castes where brothers worked together, 
and in two of these cases the parents 
were all living, while in the third case, 
five brothers worked five acres jointly. 
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and their mother* was still living. 

Shiv, the son cP the oldest brother 
of the hvt; Sitapiif brotheis, had gotten 
a BA and was working in Nainital 
a Government slenograph(*r. Af; his 
father w'as linding it moie and more 
diilicMilt to work the land hinisell, Shiv 
h’nally gave up his work and icturncd 
to the village. 

Shiv had hoard of co-operative tarm> 
ing in tlie niid'1950s when a friend 
of his was the local co-opeialive larni- 
ing suporvisoi. Shiv tried to fomi a 
socieiy then with his ulatives, hut the 
papers somehow got lost, and in the 
meantime his friend had been tians- 
ferred, so noUnng came of it. In 
J961, however, willi the new push foi 
co-opcralive farming, Shiv and his 
fath<-r were able to get the rest of 
their lelalivcs to agreci to form a 
society, and also to get commitniciils 
from several other laniilics. They 
went through all the hnin.ilitich for 
regisiralion, and their papiis went to 
Luckimw, Ovei the ne>t thiee years 
Shiv [M fsonall.v made two nips to 
laicknow' to find out what was di'lav- 
ing their registration. 

'rhe first time he was I old by the 
Deputy Registrar of all i'aiming Socie¬ 
ties m UP that they had run out of 
moni y h^r the loans and subsidies tlu' 
piogrammc called for. ami that they 


were therefore not registering any 
more societies that year. Shiv told 
him that they didn’t care about the 
subsidies and that if they got register¬ 
ed they would be able to get loans 
from banks more easily; but the 
Deputy Rcgistijir wouldn’t agree to 
this. 1 spoke to the current Deputy 
Registrar about this, and he told me 
that this sent of thing sometimes did 
happ< n and occurs even now. The 
Detiurtment had tried to register some 
societies while lacking the funds, but 
some of the societies I hen caused 
tioublc by insisting that the grants 
they w’cie legally entitled to must be 
paid them. 

J'inailv, in March 196'!, the 
Sitapur society w^as registered. The 
lust internal pioblrm aio.se im- 
mcdialoJ.\. Two brothers (see Dia- 
gi.iin J), Doori and Chet, unrelated to 
Shiv and his kinsmen, had joined the 
society at Shiv’s n'ciucvsr. Dooii was 
somewhat sympathetic with the society 
and agreed to pool all his land. He 
was hopeful of getting some benefits 
fjom the society, ( Specially a tube-wcl) 
to provide w'aicr lo his 12 acres ot 
land, almost all of which are sandy 
and hilly, flis brother Chet, who had 
been cultivating separately (as was 
Iheii- father), didn’t want anything to 
do with the society, but his older 


brother and Shiv got him to agree to 
sign up and so pool in one bigha (ap¬ 
proximately 0.6 acres) just to help the 
society get registered. 

When the registration papers came 
through, Chet saw, much lo his dis¬ 
may, that u// uf his land had bcien 
registered in the society’s name. This 
meant that, without the society’s per¬ 
mission, he could not get u back into 
bis name for five yeais. I’m not sure 
how this occurred, but there is a good 
chance that it was done by tlfe co 
operative Di'parlment, which was faiily 
insistent that a member pool all of the 
land he owned in the vicinity of the 
society. Whatever the reason, in 
October 1964, Chet got the society to 
diiprovc his withdrawal application, 
Although Chet continued to farm his 
land individually, the Co-operative 
Departmrmt didn’t approve the with¬ 
drawal of his land, insi.sting that the 
five years elapse. 

While 1 was in the village, Chet 
took advantage of my xireseuce, and 
with Shiv’s assistance, a reminder 
was prepared for the Co-operative 
Depaitment, pointing out that the five 
years had elapsed and that the land 
should thciefore be de-regisiered. 

Because of this land regisaatlon epi¬ 
sode, Doori loo stayed aloof from the 
socuty, and didn’t cultivate jointly. 
When a lubf-*-well was not immediately 
forthcoming, he tried to get a loan on 
his own, but found that, as long as 
the land was with the society, he 
could not mortgage it by himself. In 
August 1966, ho too got the society 
to approve his withdrawal application, 
hut he also has had to wiail for five 
years, and got a new letter written in' 
my presence. 

What is instructive about the alti¬ 
tudes of these brotheis is that Doori 
claims to be still interested in co¬ 
operative. farming, and his 15-year old 
son, Mohendra, who is educated 
through the seventh class, seems to 
like to associate with the more edu¬ 
cated society members and to learn 
about the activities the society carries 
on. If the society had built a tube- 
well and gotten water to his land, it 
Is quite likely that Doori would have 
worked together with the'bthers. Now 
he is talking of starting a new, second 
society, with another household of 
Sitapur village and several households 
from'the nearest hamlet. He didn't 
think that his brother would be in¬ 
terested even in that society. One ot 
their biggest drawbacks, as they rea¬ 
lise, is that they lack someone quali¬ 
fied to maintain records. The best 
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educated among them is Mohendra, 
and e ven his seventh class education is 
probably not suflicient for the task. 

Who else joined the society? A 
little over four acres came from a 
descendant of the former zamindar of 
the village. This man lives in Luck¬ 
now, and visits the village once or 
twice a year, and receives land divi¬ 
dends on what has been pooled. 

The wives of Priagi and Jiwan be¬ 
came members in 1967, and work 
fairly regularly on society jobs. 

Three cousins, fsee Diagram 1), 
with a little under seven acres 
of land in total, are also in the 
society. Actually, only the oldest, 
Puttu, was able to manage their 
* land before the society started, as 
the two younger brothers are mentally 
slightly retarded. 

Two other members are father and 
son. They have two tiny pieces of 
land which total less than one acre, 
and which are about a half mile apart. 
The father works regularly with the 
society, but the son works only part- 
time, as he oftr n takes land on a crop 
share basis in the next village. 

Another meml>er is Baldev, the son- 
in-law of Ghasi, who was a high school 
class fellow of Shiv and is a good 
fritmd of his. He joined the society in 
1967, and although he lives almost a 
mile away in a different village, he was 
given when he was married 15 years 
ago one acre of land in Sitapur vil¬ 
lage. He still works this land by him¬ 
self, and spends some of his lime 
helping his older brother work four 
acres of land in their own village. He 
spends a • great deal of time around 
the farming society building, and oc¬ 
casionally helps out there. He may 
start to work his land in conjunction 
with the society. 

The last three members, the sons of 
Munsa, offer still another basis for 
athliation. Munsas sister was mqrricd 
to Priagi Lai. Although she died be¬ 
fore they had any children, and Priagi 
remarried, a psychological kinship tie 
seems to still exist. When the society 
was formed, Munsa, who lived in a 
hamlet a quarter of a mile away, 
agreed to work with the society, and 
for a few seasons his 25 acres of land 
was cultivated jointly with the rest. 
Munsa died in 1964, and while the 
youngest son who was then about 20 
years old, seems to enjoy associating 
with some of the society members, his 
two brothers, who are a little older, 
are extremely suspicious. All three are 
illiteTate, atid they fear that the so¬ 
ciety may eventually get title to their 


land. Although the society still culti¬ 
vates a few of their plots, and gives 
them a share of the produce, they 
now cultivate most of their land on 
their own. They also desperately want 
irrigation facilities, and said that, if 
the society comes through with water 
for them, they would remain members 
and iH^ssibly resume joint cultivation. 

X 

Activities of the Society 
During the society’s first year, it 
received a subsidy of Rs 1,250, and 
loans totalling Rs 7,750. With this they 
put up a building, with a store room, 
office room, and a large machinery 
room with 11 shaded cattle feeding 
troughs along the outside back wall. 
Less than a quaiter of a mile away, 
on the opposite side of the village. 
Government had built a lube-wpll 
during the First Five-Year Plan, and 
the society brought electricity from 
theio to their building and purchased 
a 15 hp motor. For this motor they 
set up a chaff cutter, a flour mill, an 
oil expeller, and a grinding wheel. 
These opeiations have been a tre¬ 
mendous source of employment and 
income for the society. Three mem¬ 
bers are employed there full-time, and 
two of their younger children, part- 
time. One teenager from the village, 
who i.s outside the society, also works 
theie full-time, and one or two others 
get part-time employment. Bullock 
cart-loads of chaff are brought from 
villages miles away for cutting, and 
the mill and expeller also draw custo¬ 
mers from oth(‘r villages. Members 
who work at ihis and all other society 
jobs, earn Rs 3 per day, while non¬ 
members get Rs 2 per day plus a 
mid-day snack. Records are kept of the 
income from these industries, and the 
profits from them are combined with 
earnings from crop sales. 

In 1966-67 a R.s 7,000 loan was got¬ 
ten for land levelling and for boring 
a tube-well. Because of the existing 
motor, the tube-well was bored next 
to the society building. Although the 
Government well is not far away, Shiv 
hopes to save a little by using his own 
water, and also to sell water to a 
peripheral area of the village which is 
outside the Government tube-well’s 
command area. The tube-well has b?en 
a real point of trouble however, for, 
after drilling, some of the pipes shift¬ 
ed and the bit could not be removed. 
After many months a new rigging was 
set up to fish out the bit, but eight 
months went by and the drilling com- 
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pany still hadn’t finished the 
Shiv is very embarrassed by it. all, 
cause a class fellow sAid friend of bia 
i.s connected with the company 
he has been reluctant to be pushy 
about getting the job done. He tea*-* 
lised that it had been a costly delay, 
for, in addition to paying the interest, 
on the loan even while not getUiig 
income from selling water, they had.f 
to pay Rs 1,100 for irrigation in thC 
1970 labi season alone. 

In 1966-67 Rs 2,500 in loan and 
another Rs 2,500 in subsidy were ob¬ 
tained for a dairy. A shaded feeding 
area was built and five good, young 
she-buffaloes were bought. Three of 
them had begun producing milk, which 
is apportioned among members and 
charged to their accounts. There are 
meanwhile also a herd of rather 
scraggy cows which the society has 
picked up from its members, and al¬ 
though they are giazed under the 
supervision of one or two members of 
the society, the little milk they yield 
seems to go to any member who takes 
the trouble of squeezing it out. 

In 1969, a subsidy of R.s 1,400 was 
obtained for poultry from the District 
Harijan Social Welfare Department. 
This is really a pet project of Shiv. He 
had chickens before the society start¬ 
ed, and pooled them when the so¬ 
ciety began. So many of the birds got 
eaten by dogs or met other such 
fates, that the other members made 
him give them all up. Now they are 
letting him play around with this again, 
as it is not costing them anything. 
Most of them eat neither moat not 
eggs, so they really have no interest 
in chickens, but Shiv lelishes both and 
even dreams of i^rofits from a large- 
scale poultry business. I carefully went 
through the records of his first year 
operations, and found that he was only 
slightly ahead financially. The very 
next day, however, a stray dog killed 
one bird and injined two others, which 
brought the scheme down to the break¬ 
even point. On my last evening in 
the village a large white leghorn 
rooster was served for dinner, and I’m 
sure that this put the entire poultry 
venture into the red ! 

Another of the societ>’.s assets is 
their seven pairs of very good bul¬ 
locks. Their cash reserves are large 
enough now, so that in 1968-69 and 
1969-70 they did not need to take any 
crop loan.s. Shiv is anxious to get a 
tractor, but his lawyer uncle has led 
the others in vetoing this until the 
tube-well is functioning and more of 
the existing debts are repaid. Within 
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the next year or .io though, they will 
probably install^a mechanical cane- 
crusher to go with their electric motor. 

i 

XI 

Difficulties and Optimism 

One of the })iggcst thorns in the 
side of the society is that, <‘veii thougli 
joint farming has been possible on ad¬ 
jacent plots, many of their lields arc 
still Widely scattered. When land con¬ 
solidation was dono in 1965, they sub¬ 
mitted a written request to the Con¬ 
solidation Oflicer to have their lands 
put together. He rejrcted their request, 
and also the one made by the llistrict- 
level Co-operative Farming Inspector. 

Otherwise, the society seems to 
have an optimistic futinc. Approxima¬ 
tely 50 acres are actually under joint 
cultivation. Several other Chaniars in 
the village, some of whom own land, 
are friendly with the society member's, 
and some work part-time for it. A 
few may join the society. Although 
transportation is still a real problem, 
in the spring of 1970 they planted a 
few acres of melons for the first time. 
If this goes well, they may—after thev 
get their own water supply—go in for 
some other fruit and vegetable crops. 
Shiv talks of trying to get one or two 
of the Muraos to join the society lo 
give them some help on such crops. 

The biggest problem among the 
membtTS, it seems, is that only a few 
of them fully comprehend the total 
operations of the society. There is a 
division of labour, with each of them 
taking charge of certain kinds of ope¬ 
rations: Priagi--the mill and cxpeller; 
Jodha—chaff cutter; Jiwan — plough¬ 
ing. irrigation, wholesale marketing, and 
bullock purchasing; Baij—^thc dairy, 
carpentry, and some other handicrafts: 
Ghasi (who is not too well)—rooc 
making and other light work. But 
only three men really grasp the entiie 
operations: Shiv, with a BA; Nand the 
lawyer; and Baldev, with a 9lh class 
education. It is here, pfrhaps, that 
the planners of the co-operative farm¬ 
ing prograinme have failed most seri¬ 
ously. 1 am convinced that, it really 
does take the equivalent of at least a 
high school education to successfully 
run a co-operative farming society. 

Consequently, if the society is real¬ 
ly going to function as a co-operative, 
with full participation of a substantia] 
portion of the members, it is essential 
that there be an adult education pro¬ 
gramme fi>r the members so that they 
can at least follow simplified accounts 
of the society’s opr'rations. By this I 


mean both ledger accounts and textual 
explanations of the rules and proce¬ 
dures of the society. 

To my knowledge, nowhere in UP, 
has Government made an effort to pro¬ 
vide education to the rank and file 
membt-rs ol a co-operative fanning so¬ 
ciety. In th(! Sitapur society. Shiv has 
the trust and confidence of his rela¬ 
tives, and he has been able to provide 
th<*m with a better life than they could 
possibly have achieved by their indi¬ 
vidual efforts. Nevertheless, he has not 
done <’nough to win the confidence of 
those not related to him, and they 
suspect him of being cunning—not just 
knowledgeable. If th(*se other people, 
or at least one person from their own 
families, had enough education to fol¬ 
low the society’s records, and if the 
farming village-level workers had been 
assigned the job of promoting a real 
understanding of the co-operative to 
all members, then everyone would 
have benefited. 

xn 

Backing Off 

With all the complications that 
have beset co-opciative farming, many 
of the strongest supporters of the pro¬ 
gramme have given up hope of its de¬ 
veloping much further in India. Indeed 
the strategy of the Fourth Plan, pre- 
pared under the guidance of D R 
Gadgi), one of the major supporters of 
co-operative farming, seems to reflect 
this. Bogus societies arc to be weeded 
out, and attempts will be made to re¬ 
habilitate thoso which have become 
dormant. In many casos, I suspect, re¬ 
habilitation will be done in order to 
get loans repaid, and not because ol 
requests coming from former members. 
Existing societies will be strengthen¬ 
ed, which will probably mean having 
them pay off most of their debts to the 
Co-operative Department, and finding 
new sources to which they can go for 
financial and other assistance. 

Co-operative farming staff people 
generally see two interpretations to the 
Fourth Plan. On one hand, there is the 
possibility that, after tightening up and 
strengthening the programme a little 
and attaining the number and quality 
of model societies that the Third Plan 
had envisaged, the Central Government 
will again take interest in co-opera¬ 
tive farms and push the programme 
forward. 

The other interpretation, which 
seems even more plausible regarding 
the future of the programme, is that 
co-operative fanning will slowly but 


surely fade into the background. This 
would mean that the Central and 
State Governments will try to get 
back what money they can, and then 
reduce official contacts to the mini¬ 
mum, with no encouragement for new 
societies to start. 

Because of the likelihood of the 
latter course, a number of co-opera¬ 
tive farming staff members, including 
those with special training in both agri¬ 
culture and in co-operative af(pirs, 
have transferred to other co-operative 
programmes — such as proce.ssing or 
consumer stores. They feel that, their 
opportunities for advancement are 
greater in these other schemes in ad¬ 
dition lo their having easier work¬ 
ing conditions these including being 
able to live with their families in lar¬ 
ger towns and cities with more ameni¬ 
ties. 

XIII 

What Alternatives? 

What most bothers those sympathe¬ 
tic to co-operative farming, and also 
haunts many opponents, is that there 
do not seem to be good alternatives to 
co-operative farming, particularly lor 
the marginal and submarginal land- 
owners, The hope of many agricultu¬ 
ral economists seems to be to provide 
adequate inputs to make small hold 
ings economically viable—the combi¬ 
nation of improved seeds and fertili- 
.sers, irrigation, and easier credit. 
When pressed further, these econo¬ 
mists admit that the only real hope 
for the landless and the petty land-, 
owners is the development * of new 
types of employment, most of which 
will be non-agricultural. 

I myself cannot be optimistic about 
the future of the suhmarginal land- 
owners and the landless. It seems very 
likely that India will become self-suffi¬ 
cient. in foodgrains and most other 
food crops, without the need for the 
intensive and expensive efforts that 
would be required to provide the weak¬ 
er agriculturists with adequate water, 
credit, and on-the-spot guidance. Those 
who can get it from their more for¬ 
tunate relatives and neighbours will be 
lucky, but many 1 suspect, will find 
the offers by their neighbours too at¬ 
tractive to resist, will let out their 
lands on a share crop basis, and fur¬ 
ther swell the ranks of migrant laboui- 
ers. 

If we can assume that some of the 
main objectives of the socio-economic 
development of rural India lies in 
bringing as much land as possible 
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under scientifk: agriculture, and deve¬ 
loping new forms of employment with¬ 
in the rural areas (such as with agro- 
based industries), then perhaps ihe 
co-operativc farms, even with their 
limited successes and many failures, 
may be instructive. It may also be 
premature to write off co-operative 
farming as a means for achieving these 
ends. 

XIV 

Co-operatives of Kinsmen 

When I l)egan my research I was 
very much against co-operative socie¬ 
ties being composed primarily of close 
relatives. I felt that these would be 
nothing more than traditional joint 
families under the guise of co-opera¬ 
tives, lacking such fundamental ele¬ 
ments as one man/one vote, democra¬ 
tic decision making, and working to 
uplift other non-kin members who were 
socially or economically inferior. 

From what I saw in the countryside, 
I have Ix^en forced to modify roy 
views. Evrn in areas where there has 
been land consolidation, sons are still 
dividing up lands which they have in¬ 
herited, although often these divisions 
don't get recorded in Patwari records 
for years Each such subdivision makes 
it moie difficult to build irrigation 
channels, leads to more pairs of bul¬ 
locks which cat much and woik little, 
and means ever more cultivators who 
have to be reached with information 
on improved practices and have their 
seed and other loan recoids maintain¬ 
ed by clerks. This makes each impio- 
vement more difficult and costly to 
introduce, apart from slowing down 
the rate of its dissemination. 

I came across numerous cases of 
farming societies which were dominat¬ 
ed by a single group of relatives. In 
many of these cases there seems to 
haVc been a real transformatiim — 
from a highly disintegrated joint 
family, into a more cohesive, modern 
social structure. Frequently, many ci 
the members had never had any eco¬ 
nomic ties prior to the formation of 
the society, including several cases 
of those related through marriage. 
They had joined together because they 
possessed skills needed by others, or 
had land that was continuous to the 
land of other members. There was also 
a sense of the Vo-opcratlve spirit* in 
some of these societies. 

What was of particular interest to 
me about many situations where close 
relatives were in the same co-operativc 
jParm, Is that the individuals them¬ 


selves perceived their dissociation with 
each other primarily within the farm¬ 
ing society category. For example, if I 
suspected that two members were 
real or ‘cousin' brothers, I would ask 
one of them if any member of his 
family {imriwar) was also a member 
of the co-operative society. The ans¬ 
wer was invariably “no"—for, ‘family' 
meant those who share lood from one 
kitchen and have a common purse. 1 
tried, after consulting a number of 
people, ranging from many villagers 
themselves to professional sociologists, 
to find traditional linguistic categories 
for a unit that would include kinsmen 
of this type, but I was unable to find 
any term. This suggests that, when co¬ 
operative farming succeeds in uniting 
kinsmen, including brothers who have 
divided kitchen and land in their own 
generation, it is a psycho-socio-econo¬ 
mic unit which has not existed before. 
Of course, there were cases of ‘co-ope¬ 
rative farms’ which functioned no dif¬ 
ferently from a traditional joint family 
unit—the eldest male having the do¬ 
minant role in decision making on 
almost all matters. Among such, few 
if any improved agricultural practices, 
severe exploitation of farm servants, 
including those who had been made 
‘members’ of the society. 

Most ^atea have discouraged the 
formation of societies dominated by 
close relatives, but this has been fre¬ 
quently circumvented by padding the 
registration list with landless labciur- 
ers. The State of Punjab has Ixen 
fairly lenient in its registration require¬ 
ments in this area, allowing small 
groups of close relatives to form co¬ 
operative faims. It would be worth¬ 
while for someone to see how many 
of such farms in the Punjab have ac¬ 
tually developed into more modern 
and co-operative units, as opposed to 
perpetuating traditional family farms, 
or, reforming them, into family busi¬ 
nesses. 

XV 

Subdivide or Unite? 

Many agricultural economists cite 
the Taiwanese or Japanese figures of 
high production on small farms, but 
a large proportion of Indian cultiva¬ 
tors have holdings that are too small 
to earn an adequate income no matter 
wh'at they grow. Even if their hold¬ 
ings are theoretically not too small, 
they may be too far from a large popu¬ 
lation centre to market perishable 
crops, or they may not be able to get 
adequate water to their tiny, scattered 


^vlcw of llan^ 

plots. Besides, even the small Japaiii^' 
family farms, with t|ieir oulst^dt^jl. 
yields, now depend on non-agriCultuV. 
ral work for a major portion of theiir,. 
incomes (see G C Mandal, Economii\ 
and Political Weekly^ Volume V, ' 
Number 39, September 26, 1970). 

Despite the fears expressed by the ^ 
programme’s detractors, in just alK>ut 
every co-operative farm that 1 stu¬ 
died, utilisation of man-power was th4' 
same, or greater than, before the for¬ 
mation of the co-operative society. In^ 
many cases, there had been tremendous 
increases in the amount of work. The 
primary reason for this is that co-ope» 
ratives are able to organise and plan 
things which individual cultivatois ean 
almost never bring themselves to do^ 
or absolutely could not do alone. 

I’he best (examples of this are tube- 
well construction, building pukka ir-' 
rigation channels and compost pits* 
and land levelling. Through efforts 
like this. It is usually possible to have 
more double cropping, and to grow 
more crops which require greater 
labour foi their production. 1 have 
seen many cases where, through such 
schemes, people are growing vege¬ 
tables where they never used to, al¬ 
lowing them to both improve their 
own diets and sell some. in other 
cases they have put in fruit trees, or 
started strictly commercial crops, such 
as mentha for the pharmaceutical in¬ 
dustry. 

Even more important than the pro¬ 
duction advantages which the co¬ 
operative farms exhibit, is their ability 
to finance and manage agro-industries. 
The activities of the Sitapur society 
mentioned earlier are a good example 
of this, and 1 came across many others; 
production of crude white sugar, bul¬ 
lock-driven deshi oil expelling, power 
threshing and milling of grain, and 
power rice hulling. In almost every 
one of these cases, the individually 
poor or medium-sized land-owning in¬ 
dividuals of the co-operatives, had 
been able to obtain and maintain 
oil engines or electric motors and acces¬ 
sory units long before even fairly pros¬ 
perous individual farmers had done. 
In several cases, co-operatives had 
tried to set up small-scale industries — 
soap making in one case, and an alu¬ 
minium finishing plant m the other 
but after several futile attempts at 
getting assistance from the proper 
authorities, they became too discourag¬ 
ed to pursue it further. 

Many of these agro and small-scale 
industries can and will be set up by 
private entrepreneurs, including at the 
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village .level whert they are most 
needed. But jf •lindia really feels that 
social justice^can best be achieved 
through socialistic activities, then the 
co-operatives can play a cential role 
in production. Timt* after time 1 came 
across landless or submarginal land- 
owners, who, through their aihliation 
WJlh the ‘society’ (as they called it), 
personally identified with the owner¬ 
ship and management of modern inno¬ 
vations, janging from improved bul¬ 
locks to tractois, and fiom a one-room 
pukka officer building, lo a large oil 
engine poweimg a variety of proces¬ 
sing machinery. 

What has also been most heartening 
to see is the encouragement that most 
co-operatives have given the childien 
of mombets to get an education. In 
scveial cases, the co-operatives built 
schools and hired teachers, which a 
few yeais later were taken up and 
supported by Government. In other 
cases, the children weie provided 
money for school clothes and supplies 
Older childien were sent for specialis¬ 
ed short courses to get skills needed 
by the society -- such as oil engine 
maintenance and repair. Since the co- 
opiiativcs must maintain a wide variety 
of records and accounts of their acti¬ 
vities, there is an incentive for younger 
n>eml>eis to attain literacy and use it. 

Special, single-purpose co-opeiatives 
can be set up in many of the areas I 
have spoken about — ifrigation, mar¬ 
keting, processing. In many cases, 
they ma> be able to make an impact 
as significant as co-operative sugar 
factories or co-operative banks have 
been doing in parts of the country. 
This multiplicity of different Organisa¬ 
tions may be necessary in many situa¬ 
tions, but fiom the point of view ot 
the small cultivator, it means an un¬ 
ending variety of different bureaucra¬ 
cies to deal with, each represented by 
a different village extension worker 
plus his supervisor, at least one of 
whom will be transfeired at just about 
the time the cultivator figure.s out 
whether or not he can personally trust 
him. 

My own suspicion is that the greater 
the number of different agencies there 
are at the village level, the more peo¬ 
ple there will be absorbing pay while 
engaged in non-productive paper work, 
and the more disorganised and diffi¬ 
cult rural development will be. 

In the interests of economic deve¬ 
lopment, therefore, it would seem ad¬ 
visable to encourage small cultivators 
to unite their properties, with perhaps 
some limitations on the amount of 


land any one individual can retain title 
to. I feel this is necessary to help 
prevent conlinued fragmentation of 
holdings, stimulate long-term invest¬ 
ments in agiicultiirc, and help trans¬ 
form farming from a way of life into 
an enterprise. If such unification of 
holdings can be donii through co¬ 
operatives, so much the better but 
theie may be situations where the in¬ 
dividuals are not piepared to accept 
the guidelines for co-operative organi¬ 
sation, ideals, and management. If 
properly regulated to avoid exploita¬ 
tion, unification into some sort of 
partnership or other business organisa¬ 
tion for production purposes may be 
more beneficial to the individuals and 
the country, than allowing small-scale 
producers to be squeezed out by large 
landowneis and wealthy investors over 
whom they would have no control. 

Where joint production is not feasi¬ 
ble or acceplablc, individual units of 
cultivation can he encouraged to patli- 
cipate in mulli-purjKise co-opeiativcs 
for processing, marketing, credit, etc. 
The Third Plan limited the status ot 
co-operative farms to only those situa¬ 
tions where there was joint produc¬ 
tion — either collectively owned, or 
individually owned and co-operatively 
managid. Before then, there were 
“bettei” and “tenant” farming co¬ 
operatives, that engaged in co-opera¬ 
tive activities auxiliary to production. 
In most States these were dropped in 
the early 1960s oi pressured into 
pooling their land, at leastJ*on paper, 
and into conforming to the new defini¬ 
tion. In some places, such as Madras 
State, such co-operatives continued 
for some time. These should probably 
be looked at again; for, there may be 
many cultivators who are reluctant at 
first to pool their land, but who would 
participate in other production related 
co-operative ventures. 

If India feels that agriculture should 
be made a more rationally planned 
enterprise, and that the cultivators 
should have the greatest possible 
understanding and control of then- 
own destinies, then indeed collective 
farming should be considered the 
ideal pattern of organisation. Joint co¬ 
operative farms arc a close second as 
far as social justice is concerned, but 
they frequently have the weakness of 
tending to perpetuate economic differ¬ 
ences among members. In most cases, 
dividends on pooled land receive the 
largest share of profits, and increased 
productivity of the land which is due 
to the investments and management by 
the co-operative, are rarely taken into 
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account. Also, profits earned from 
I other ventures, such as processing, are 
usually included with profits from the 
crops, so that those with land continue 
to receive a disproportionate share of 
the profits. More equitable formulae 
therefore need to be drawn up to help 
correct this situation in the joint 
farms. 

It is clear that very lew cultivators 
other than the landless, who are given 
land on condition that they cultfvate 
collectively could be easily convinced 
to enter into collective farms. An 
equally important drawback is that 
very few cultivators have the under¬ 
standing and knowledge required to 
manage collective farms at this point. 
Even joint co-operative farms may at¬ 
tract only a limited propoition of Indian 
cultivators in the immediate futuie. 
Nevertheless, the capabilities of these 
production co-operatives for economic 
development with social justice should 
not be forgotten, and they can be 
used as models to be aimed at, regard¬ 
less of the increasing number of pros¬ 
perous individual farmers or the vari¬ 
ous other kinds of farmer co-operatives 
and associations that are developed. 


Unemployment in Asia 

IF Asia’s working-age population 
(luiil)Ies between 1970 and 2000 AD, 
as United Nations projections indicate, 
jobs will have to be found for an addi¬ 
tional billion men and women. This 
problem was discussed at a seminar 
on the inter-relation between popula¬ 
tion and manpower problems recently 
held ill Bangkok by thejj ECAFE ‘and 
the ILO. According to tlie report of 
the seminar, finding an answer to the 
problem will require close-knit policies 
on population and manpower, and in. 
related fields such as education and 
health. Otherwis<', the problem of un¬ 
employment and undei employment may 
displace the spectre of inadequate food 
supplies as a primary matter of con-, 
cern in the coming decades. 

The ECAFE region’s working-age 
population (aged 15 to 64) might rise 
from 1.1 billion today some 2.3 
billion in 2000 AD, unless fertility 
declines swiftly. 

Among specific suggestions, the 
report cites the need for additional 
planning for vocational education to 
minimise imbalances, and the need to 
“create improved job opportunities for 
women in the modern sector of the 
economy*' with vocationally oriented 
training available* 
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Nitrogen Response of Rice: 1968 AIGRlP 


Robert W Herdt 

The *'New Strategy** of agricultural development places considerable reliance on concentrating thi^ . 
scarce resources of fertiliser and irrigation in those regions and on those crops where the return will 
be the greatest. 

High-yielding rice varieties are one of the priority crops for receiving fertiliser, presumably because, 
of their high response to fertiliser. 

This paper examines the results of experiments conducted by the All-India Co-ordinated Rice 
Improvement Programme (AICRIP) fl, 2] to measure the response of rice to nitrogen at a number of 
locations to provide additional information for decision makers. 

[The author is grateful to the AICRIP organisation for permission to use the data, to M Dehn for 
assisting with its processing, and to E R Swanson for helpful comments on a draft of this report. Res¬ 
ponsibility for the analysis and views remain entirely ivith the author.] 


ESTIMATES of fertiliser lesponse are 
* important for lx)th national planning 
and individual decision-making. For 
the planners this information is needed 
to ■ determine how much fertiliser 
would be required to produce a given 
amount of lice, and also to get some 
idea of how much fertiliser farmers 
may demand. For individual farmers 
it is needed to determine the most 
profitable rate of fertiliser use. Of 
course, some data are better suited to 
use by planners than farmers. The 
trials conducted by AICRIP are widely 
spread over the country; so they re¬ 
flect an average response. An indivi¬ 
dual farmer’s decision should be made 
On the basis of trials conducted in an 
area and under conditions similar to 
those of the individual. However, the 
widely spread AICRIP trials can giv(‘ 
an idea of the average application of 
fertiliser which farmers will find most 
profitable and the resulting average 
production from fertiliser. 

Causes of Differencks 

One may classify the major causes 
of differences in the response of rice 
to nitrogen into the following: 

(1) type (dwarf or tall) and specific 
variety; 

(2) differences in cultural practices; 

(3) weather (kharif or rabi season 
, may be a major factor, but 

other weather factors are also 
important); and 

(4) a large number of other factors 
which are location specific. 

The first two factors and the season 
in which the trial is run are within 
the control of the experimenter. In 
the trials being analysed cultural prac¬ 
tices are held constant except for nitro- 
gcn*'"levcL Weather and other location 
specific factors are not measured. How¬ 
ever. the variety, season, and location 
are known. The present analysis seeks 
to identify the differences in the res¬ 


ponse of rice to nitrogen which may 
be due to variety and season. 

Since our interest is on the response 
of rice yield to nitrogen fertiliser we 
have first analysed the available data 
to determine the response function at 
each location for each season for the 
local variety and for IRS, the premier 
HYV.^ Quadratic curves were fitted by 
least squares to the data on yields at 
differt-nt rates of nitrogen. The eco¬ 
nomically optimal level of fertiliser was 
calculated (thr point where the margi¬ 
nal value product of an added unit of 
b'ltiliser just equalled its cost), assum¬ 
ing a nitrogen paddy price ratio of 5:1 
(ammonium sulphate, which is 20 per 
cent nitrogen, at Rs ‘>0/qt and paddy 
at Rs 50/qi); the .\ii'ld of paddy at 
the “optimal” nitrogen level was cal- 
culalt'd; and the average product or 
“yardstick” measuring the kg of grain 
produced for each kg of nitrogen ap¬ 
plied was also calculated. These three 
variables are compared to determine 
the differences in response due to 
sea.son and type. 

Earlier analysis has shown that both 
local vaneties and HYV lespond more 
to nitrogen in the rabi than in the 
kharif ^season [3J. However, that 
analysis was based on an average of 
all. rabi trials compared with an ave¬ 
rage of all kharif trials. Scrutiny of 
the 1968 data reveal that in some of 
the locations, trials were conducted m 
only one season. One would assume 
that iiials were conducted at those 
locations where ihe crop grows fairly 
well during a particular season, so 
that simply comparing all the khanf 
results with all the rabi results may 
give a biased picture. The fertiliser 
trial was conducted at twenty locations 
during kharif ’68 and at eleven loca¬ 
tions during rabi *68, but only eight 
locations had data for both seasons.- 
The values for each of the variables 
of interest arc shown in Table 1. The 
response to nitrogen was more favour¬ 


able in the rabi than m the kharif in 
all but one location (local paddy, 
Coimbatore). A “t** lest on the differ^ 
t nce of paired observations was used 
to determine whelhei there were 
significant differences between seasons 
(taking the rabi and kharif variables at 
a location as the relevant pairs).^ 

The supeiior response of IRS during 
the rabi season is clear from Table 1, 
with significantly more fertiliser profi¬ 
table, significantly higher yields ob¬ 
tained and significantly more added 
Yield per unit of fertiliser applied. The 
differences between kharif and rabi 
foi the locals are much less striking. 
The optimal fertiliser level is the same 
in either season, the lesulting yield 
just misses being significantly different 
at the five per cent level (critical value 
is 1.90 with 7 d f). The added yield 
per unit of added fertiliser is signi¬ 
ficantly higher in the rabi sca.son, but 
the seasonal difference is much less for 
the local than for the IR8. 

Variety Differences 

The data were then analysed to 
determine whether the high-yielding 
varieties gave higher yields becau.se 
they used more feitiliscr more effici¬ 
ently than the local vaneties. That is, 
the question was asked: do the ad¬ 
vantages claimed for the HYV show 
in these data? Nine locations grew 
IRS and local in the rabi season while 
seventeen grew both during the kharif 
season. The aveiagc values for the 
three variables of interest and the t 
statistic for tlie paired compaiison test 
are shown in Table 2. 

TR8 gave a significantly higher yield 
than the local in both the rabi and 
khanl si'ason (both types fertilised at 
the optimal levels). The optimal level 
of fertiliser was significantly higher for 
TR8 (5 per cent level) in both seasons, 
although the difference is only 30 kg/^ 
ha in the khanf compared to nearly 
90 in the rabi. The efficiency of 
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Table 1 : 

Comparison 

OF Rabi 

WITH Kharif 




IR8 



Local 



Optimal N Yield 

Yard- 

Optimal N 

Yield 

Yard- 


Kg/ha 

Kg/ha 

Stick 

Kg/ha 

Kg/ha 

stick 

Rabi 1968 

188 

7449 

19.7 

103 

4651 

14.5 

Khaiif 1968 

129 

5084 

11.5 

99 

3848 

11.0 

“t” of differences 

3.68 

3.89 

3.38 

0.02 

L82 

2.64 


Table 2: 

Comparison of Local 

WITH 1R8 


• 



Rabi 



Kharif 




(9 locations) 

(17 locations) 



Optimal N Yield 


Optimal N Yield 



Kg/ha 

Kg/ha 

Yardstick 

Kg/ha 

Kg/ha Yardstick 

IRS 

193 

7426 

19.3 

137 

5100 . 

13.9 

Local 

108 

4685 

14.7 

108 

3983 

12.0 

“t" of differences 

3.66 

4.91 

2.21 

2.85 

4.90 

1.65 


Note: One location included in this Table was not included in Table 1 
since the trial was not run at that location in both seasons. 


Table 3: Comparison of Profitability 
Ral)i 


Net Return to Fertiliser 
IR8 (Rs/ha) 

Local (Rs/ha) 

*‘t” on differences 


IRS (piT cent) 
Local (per cent) 
“t” on differences 


Kharif 


Nu 

20 Per Cent 

No 

20 Per Cent 

Discount 

Discount 

Discount 

Discount 

1446 

1102 

751 

461 

544 

544 

536 

536 

2.90 

2.20 

1.33 


r 

735 

563 

445 

331 

476 

476 

365 

365 

3.45 

0.94 

1.49 



fertiliser"- use as j^eflected in the “yard¬ 
sticks'* is significantly higher for IRS 
in the rabi season, but the difference 
is not significant in the kharif. Thus, 
IRS clearly gives a superior response 
to fertiliser in the rabi season, while 
its superiority over the local is less 
striking during the kharif. 

Implications for Individuals 

The critical variable to the indivi¬ 
dual is profit. The HYV may give a 
higher yield with more fertiliser, but 
if the added fertiliser does not more 
than pay for itself, then the HYV will 
not be adopted and used. The “net 
return to feitihscr” was calculated by 
finding the gross value of pioductinp at 
the optimum rate of fertiliser, deduct¬ 
ing the Cost of fertiliser and deduct¬ 
ing the value of production at the 
zero fertiliser level. This gives the 
added value of production from ferti¬ 
liser after paying for the fertiliser and 
is presumably an important decision 
variable for the individual. Farmers 
with limited capital to inve.st might 
also be concerned with the rate ol 
return on fertiliser cost calculated as 
the net return to fertiliser divided by 
the cost of the fertiliser ap{)lied. Pro- 
htability is determined for both 
Rs 50/qt and a 20 per cent lower price 
of Rs 40/quintal for IR8. This arbi¬ 
trary price discount is taken for pur¬ 
poses of this example, recognising that 
the market price may reflect a smaller 
or larger discount. 

The data in Table 3 indicate that 
IRS is significantly more profitable in 
the rabi season, giving more than 
twice the net return compared to the 
local variety. The significantly higher 
profit comes with a higher cost, so 
while the rate of return is higher with 
IRS* it is not twice the rate of return 
compared to the local. The 20 per 
cent price di.scount to IR8 results in 
no significant difference in the rate of 
return to IRS over the local variety. 

In the kharif the differences bet¬ 
ween the local and IRS are quite large, 
but not significant. This occurs be¬ 
cause the local variety gave a higher 
net return to fertiliser than IRS in 5 
of the 17 locations when priced the 
same and in 9 of the 17 locations 
when IRS was priced 20 per cent 
lower. There is relatively little differ¬ 
ence in the profitability of the local 
varieties in the kharif compared to the 
rabi season, but IR8 was more than 
twice as profitable in the rabi season 
as during the kharif. 

The process of economic develop¬ 
ment can be looked on in one sense 


as a process of making increasingly 
efficient use of scarce resources by the 
development and utilisation of new 
technologies which provide greater 
output per unit of input. The high- 
yielding rice varieties like IRS accom¬ 
plish this by making efficient use of 
at least three scarce resources: ferti¬ 
liser, land and administrative talent. 

The data examined show the supe- 
•rior rospionse of IRS to nitrogen 
fertiliser, especially in the rabi season. 
The planning yardstick used for 
nitrogen on HYV should be revised in 
the light of the data presented here. 
Policies encouraging the use of nitro¬ 
gen on HYV make for efficient use of 
.scarce fertiliser. 

The yield of JR8 is clearly superior 
to the yield of the local variety, both 
at the most profitable level of fertiliser 
and at any other comparable level, in¬ 
cluding zero.* Thus, production of 
IRS in preference to local varieties 
makes for more efficient use of the 
scarce land resource. 

The high profit and high rate of 
return to IRS indicates that this in¬ 
novation is one which individual pro¬ 


ducers will find attractive so that the 
administrative talent engaged in the 
agricultural development programme 
will be efficiently applied if directed 
toward achieving the acceptance . of 
this innovation. However, the sea¬ 
sonal differences indicate the care 
which must be taken in making re¬ 
commendations to producers. The best 
approach is to generate as much in¬ 
formation as possible and make this 
available to producers. 

Because it results in more efficient 
utilisation of land, fertiliser and ad¬ 
ministrative talent the HYV is pre¬ 
ferred over other varieties. However, 
the experiments examined here show 
several other characteristics. I'he Ap¬ 
pendix data make clear the high 
degree of variability from one location 
to another, Indicating that recommen¬ 
dations for rates of application at 
particular locations must be based on 
local trials. The Appendix also shows 
that there are, in fact, relatively few 
trials being carried out, considering 
the size and diversity of the rice pro¬ 
ducing regions of India. This further 
strengthens the need for an increase in 
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the support for rice trials, perhaps at 
the district level • and below. Local 
trials would pinpoint local difficulties 
before they are discovered by cultiva¬ 
tors. 

The data for the 1968 AICRIP trials 
confirm earlier analysis which showed 


a significantly higher response of the 
HYV to fertiliser in the rabi than in 
the kharif season. On the average 
IR8 profitably used nearly 190 kg of 
nitrogen per hectare, yielding about 
7500 kg/ha in the rabi season, with 
nearly 20 kg of grain resulting from 

Appendix Table 
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each kg of nitrogen applied. In 
trast only 130 kg of fertiliser 
piofitablc in the khailf, yielding ab<i«l1 
5000 kg/ha and givii^ 11,5 kg 
grain pt^r kg of nitrogen. V 

IR8 always had a higher 
higher optimal fertiliser rate, and 






Estimated 

Co-efficients 



Location 

Season 


Local Variety 



1R8 




A 

B 

C 

A 

B 

C 

Bankura 

R-6S 

— 







K-68 

1581 

30.5 

- 0.107 

2786 

9.3 

0,013^ 


R-69 





Berhampur 

R-68 

- - 







K-6S 

R-69 

1081 

12.6 

- 0.028 

1407 

14 3 

—0.023 

Bhubaneswar 

R-68 

1974 

12.7 

- 0.052 

3665 

21.1 

—0.067 


K-68 

901 

7.0 

-0 018 

2023 

6.7 

--0.027 


R-69 






Biirwan 

R-68 

3129 

38 I 

*0 097 

3718 

46.3 

-™0.I46 


K-68 

3763 

6 7 

-0.012 

4958 

18.8 

0.089 


R-69 

3416 

16 4 

0.041 

3776 

13,7 

—0.040 

Coimbatore 

R-68 

3267 

22 0 

0.076 

2891 

29.7 

—0,044 


K-68 

2535 

35.9 

0 107 

2849 

26.2 

^0.049 


R-69 

- 





Cuttack 

R-68 

2548 

18.6 

0 125 

2598 

58.5 

- 0.123 


K-68 

2990 

16.9 

0.095 

3738 

16.7 

-^0.075 


R-69 

2672 

46.7 

- 0.138 

3855 

51 5 

—0.149 

Paizabad 

R-68 








K-68 

2645 

24 2 

-0.067 

3309 

29 4 

-0.070 


R-69 







Jorhat 

R-68 

2342 

0 7 

- 0 .(X)3 

4914 

14 2 

-0.045 


K-68 








R-69 

2113 

-1 3* 

0.013* 

2481 

11.8 

0.039 

Kankc 

R-68 

K-68 

2497 

3 3 

0 020 

2369 

5.3 

O.Oll* 


R-69 







Kapurthala 

R-68 








K-6H 

3193 

21.0 

- 0 058 

2746 

14 9 

—0.044 


R-69 

— 






Mandya 

R-68 







K-68 

3345 

18 9 

—0 057 

3201 

29.8 

-0.105 


R-69 

_ 






Maruteru 

R-68 

2242 

31 2 

—0.120 

2830 

33 6 

- 0.058 


K-68 

2876 

21.3 

0 068 

5002 

19 4 

—0.038 


R-69 

1983 

25 4 

- 0 068 

1443 

47.3 

- 0.165 

Nawagani 

R-68 

— 






K-68 

2222 

38.3 

0 110 

3434 

24.4 

-0.074 


R-69 

— 






Pattambi 

R-68 

3553 

19 8 

-0.079 

4321 

16.9 

-0.058 

K-68 

3096 

6.0 

- 0.046 

3388 

17.0 

—0.057 


R.69 







Pantnagar 

R-68 

— 





—0.151 

K-68 

4421 

32.0 

0 128 

4622 

48 2 


R.69 






0.050* 

Patna 

R-68 

2985 

—2.7* 

0.017* 

4440 

— 0 6* 

K-68 

2032 

15.6 

--^0 066 

3055 

29 0 

—0.096 


R.69 

2030 

1.1 

0.017* 

1764 

11.1 

0.003 

Raipur 

R.68 

— 




15.8 

-0.017 

K-68 

3103 

12.4 

-0.018 

2892 


R-69 

_ 





-0.087 

—0.033 

' Rajandenagar 

R-68 

K-68 

4740 

1830 

29.9 

23.3 

- o.ni 

0.045 

5141 

2758 

40 4 

18.0 


R-69 

— 






Rudrur 

R-68 

_ 



1387 

40.9 

-0.097 

K-68 

1372 

29.5 

—0.072 


R.69 

— 






Sabour 

R-68 

K-68 

1078 

3.2 

—0.007 

1700 

12 4 

—0.034 


R-69 

_ _ 




27.9 


Sambalpur 

R-68 

2539 

28.4 

—0.081 

3349 

—0.048 

K-68 

— 







R.69 

— 







Note: The following symbols have been used.in the Tabic: 

— trial was not run in that location that season for local or 1R8. 

• co-effi::ieat has unexpected sign (i c, it ‘"should” be negative and is positive or rice rersa) 
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higher output per u^it of fertiliser 
than the local •variety. There was 
considerable variability in profitability, 
with IRS more than twice as profit¬ 
able as the Incal m the rabi season 
even with a price discount, but slightly 
less profitable than the local duinig 
the kharif season with a 20 prr cent 
price discount to IRS. 

On the basis of this evidence one 
would expect lapid spreading ol the 
HYV during the high light-iniensity 
rahi season in those nci- pioducing 
area>-> which have good watei control, 
but one should not be surprised to 
see farmers nioie reluctant to switch 
to 1R8 during ihc khant. Concen¬ 
trating fertiliser on 1R8 will have a 
much bigger i)ayoff in the rabi than in 
the khanf season, but >ield of IRS is 
very significantly highci in both sea¬ 
sons. The implication for policy 
makers is to encourage IR8 under most 
conditions, giving farmers all the in- 
foimation neccssa/^ to determine its 
profitability under their own pariicular 
situation. That lequircs much more 
detailed local knowledge at local levels 
than is available m this review. 

Notes 

1 The results of this step in the 
analysis are shown in the Appen¬ 


dix. Many fewer trials are avaiU 
able for rabi 1969 than for the 
other two seasons; so it is not 
considered in the analysis in the 
paper. 

2 Seveial additional locations re¬ 
ported results, but unusual condi-* 
tions invalidated the data in terms 
of Its usefulness for reflecting fer¬ 
tiliser resi^onse. However, those 
occurrences of natural disaster 
arc useful in examining the pro- 
bl<*ms of risk and unceitainty. 
See [4]. 

3 This test is discussed in f5, p 125]. 
It IS appropriate in this analysis 
because it eliminates the need for 
averaging data across the different 
locations and instead focuses on 
the difference due to the factor 
undcj consideration, in this case 
the st ason. 

4 This last point, while not covered 
in the analysis is clear from the 
most casual examination of the 
“A” values for the two types of 
varieties shown in the Appendix. 
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Appendix 

This appendix summarises the results 
of fitting quadratic response functions 
to the data for the nitrogen-variety or 
nitrogen-variety-spacing trials reported 
by AICRIP for rabi 1968. kharif 1968, 
and rabi 1969. Each set of observa¬ 
tions was fit by least squares to a 
function of the form 

Y = A 4- BN -f CN2 
where Y is yield per hectare of paddy 
m kg, N is application of nitrogen per 
hectare in kg. In rabi 1968, the trials 
included six levels of nitrogen from 
zero to 200 kg/ha, in kharif 1968 and 
rabi 1969, they included five levels of 
nitrogen from zero to 200. In each 
s*‘ason several high-yielding varieties 
were tested at each location with 1R8 
usually among the better responding 
HYVs. Theiefoie, the response curves 
were fit only for IRS and the local 
variety. 
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of State Tube WeDs 

John W Mellor 
T V Moorti 

In the area studied in western Uttar Pradesh the capital cost of state tube wells is seven and a half 
times as high per unit of pumping capacity as that of the private tube wells. There is thus economic pres- 
sure to spread out the overhead costs by achieving high rates of utilisation. State tube iveils operate 
much closer to engineering capacity than do the private itihc wells. They pump twice the volume 
of water and irrigate three times the hectarage per unit of pumping capacity of the private tube wells. 
But such rates result in increased breakdowns and the consequent unreliability of water supplies. 

In situations of traditional crop patterns^ traditional varietieSy and low levels of fertiliser use, such 
unreliability is not costly — though it does tend to discourage input such as the introduction of high- 
yielding varieties and high levels of fertiliser use. Given the comparative costs, pricing systems, crop 
patterns, and yields shown in the following survey, a change in the operation of state tube wells to re- 
semble the operation of private tube wells would result in substantially decreased revenues to the 
state tube wells but it would greatly increase retur^is to society as a whole. 

[The authors are grateful to Uma J Lele for substantial corrections and improvements introduced 
into this paper.] 


rflERE were, in 1969, over 9,000 state 
tul*»e wells in Uttar Pradesh alone, repre¬ 
senting a capital investment of over Rs 
72 crores. There is substantial potential 
to increase the returns to that already 
sunk cost, and more state tube wells 
may be provided in the future for 
small farmers. 

Yet state tube well programmes have 
t)cen subject to jnuch criticism. It is 
generally agreed that, compared to pri¬ 
vate tube wells, state wells have a high 
capital cost per unit of delivery capacity, 
grt'ater uncertainty of water supply, 
and consequently lower production be¬ 
nefits. State tube wells, therefore, have 
incurred substantial financial losses. 

Yet it should be remembered that 
state tube wells tap a deeper water rt- 
source than piivate tul>e wells. Their 
higher cost may, therefore, be justified 
In thr future. Hut questions which re- 
niaiii to he answered are: (a) what is 
the' optimal manner for management oi 
state tube wells; and (1)) with optimal 
management, can the state tube wells 
today provide a return On capital com¬ 
petitive with other sources of water, in¬ 
cluding private tube wells. 

UsKFi'i, Licssons 

Useful lessons for operation of state 
tube wells may be drawn from compa¬ 
rison of costs, returns, and mode of 
operation between private tube wells 
and otlier well irrigation. The data for 
this comparison were drawn from a 
sample of 141 farms in Aligarh District, 
Uttar Pradesh, randcjmly drawn from 
three t'lussificatiuns by size of farm, and 
four classifications by types of Wells.* 
Each farm in the sample was irrigated 
entirely from one source. The basic data 
are for 1966-67, but they are supple¬ 
mented from a brief re-survey conduct¬ 
ed in 1968-69. 


State tube wells in the sample had 
twice the delivery capacity of the pri¬ 
vate tube wells, but, contrary to com¬ 
mon criticism, they operated nearly 
three times as many hours per year 
(Table I). Thus the state tube wells 
operated much closer to engineering 
capacity than did the private wells: 
they pumped twice the volume of 
water and irrigated three times ihe 
acreage per unit of pumping capacity.* 

Unioiiunately, die capital costs of 
the state tube w'ells' were fifteen times 
as large as those of the private tube 
wells and seven and a half times as 
large per ciisce of delivery capacity 
(Table 2). Thus, even with much higher 
rates of use, the cost per unit of water 
pumped was still 50 per cent higher 
for the state tube wells than it was for 
the private tube wells. The dilemma for 
the state tube wells, therefore, was that 
while the high capital costs forced at¬ 
tempts to achieve high rates of utilisa¬ 
tion, these high rates of utilisation in 
turn led to increased uncertainty of 
supply and hence to much lower re¬ 
turns to water. 

Water from the state tube well was 
very attractive compared to that from 
the traditional Persian wheel or tlie 
charsa. The latter supplied water at, 
respectively, over twice and nearly four 
times the cost by the state tube well. 
However, the state tube wells charged 
the cultivator a highly subsidised price 
for water, Rs 18.00 per 1,000 cubic 
metres. Including the normal Up h) 
the tube well operator of about Rs 6 
per 1,000 cubic metres, the charge to 
d)c cultivator was slighdy more than 
the average cost of private tube well 
water and sh'ghtly less than the charge 
to purchasers for private tube well 
water. Adjustments, for what discre¬ 
pancies in the records suggest were no 


charges for as much as 25 per cent of 
die state tube well water delivered, 
brought the rate well below even the 
cost of private tube well water* 

On most small farms using private 
tube wells, the water was purchased at 
an average cost of about Rs 30 per 
lyOOO cubic metres. Owners of private 
tube wells sold to other farmers an 
average of 30 per cent of the water 
pumped. Despite the somewhat higher 
cost to them, cultivators expressed a 
strong preference for purchasing private 
tube well water over state tube well 
water because the lower percentage of 
capacity operation and the more decen¬ 
tralised administration allowed higher 
returns per unit of water delivered. 

Returns to Waito 

In order to estimate returns to water, 
comparison of sources of water is made 
with respect to crop pattern, yield, in- 
imt use, and return. It is assumed 
throughout this analysis diat, differences 
in these factors associated Math diffe¬ 
rent water sources reflect the varlatioA 
in cobt and certainty of water supply. 
The importance of certainty of supply 

much greatei for the new' high-yield¬ 
ing varieties than for the traditional 
varieties. Neverdieless, there is an im¬ 
portant bias if the difference Math res¬ 
pect to use of high-yielding varieties 
or other inputs and practices is due to 
differences in propensity to innovate 
among the users of the various water 
sources. 

In 1966-67. i c, shortly after the high- 
> ii liling v;iri("fics wen* introduced, as 
\vcll as two years later, a much higher 
proportion of wheat area irrigated from 
private tube wells was planted with 
high-vif*Idmg varieties compared to 
what area irrigated from state tube 
wells (Table 3). Experience on land Irri- 
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FIASH! 

FEDO 

WINS 

hands down 


14-crore rupee, turn-key project for a 2 lakh-tonne 
triple superphosphate complex 




Against stiff International competition, 
in a global tender, FE![)0 has been 
awarded the contract for setting up a 
triple superphosphate complex for 
Hindustan Copper Limited, a public 
sector enterprise, at Khelri, Rajasthan. 
FEDO will design, engineer, erect and 
commission the plant. 

A highlight of this contract is that 
FEDO will design and engineer the 
new plant, using the barest minimum 
of foreign exchange — indeed, the 
requirement has been reduced to as 
tow a component as 15 per cent of 
the total cost. 

The award of this contract to FEDO 
is significant. For it is a recognition of 
the advance made in self-reliance, 

In sophisticated technology and 
management. 


FEDO 


FACT 



Th9 project fnefod€$ th% 
getting up of feci/ities fon 

• 570 tonnes/day 
SULPHURIC ACID 
based on 

Chemiebau process 
e210 tonnes/day 
PHOSPHORIC ACID 
based on 
Prayon process 
e 650 tonnes/day 
TRIPLE 

SUPERPHOSPHATE 
based on 

FEDO's own process 


FACT ENGINEERING A DESIGN ORGANISATION 
THE FERTILISERS AND CHEMICALS TRAVANCORC LTD 

Udyogamandal, Kerala State 
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8m«0fciK: 

Tabxjb 1: Prtsicai:. Fkaivseb of State anp Privatb Tini« Welle 


Items 

Depth of well 
Delivery capacity per hour 
Running hours ier year 
Water (ieiivered per year 
Area irrigated per well 


gated from state tube wells was compa¬ 
rable with exi>erience on land irrigated 
from Persian wheels. 

. Hybrid bajra, not as successful a crop 
as dwarf wheat, was grown almost ex¬ 
clusively on farms irrigated from private 
tube wells but it was only grown on 
seven per cent of the total bajra area 
in 1966-67 and eight per cent in 1068- 
69. Hybrid maize was also almost ex¬ 
clusively grown on farms with private 
tube wells. It occupied 29 per cent of 
the maize area on those farms in 1966- 
67 and only nine per cent in 1968-69. 

In general farms using private tube 
well water followed more intensive crop 
patterns than did the others. Tlie pat¬ 
tern on the state tube well irrigated 
farms was very similar to that on farms 
irrigated from Persian wheels. Fan ns 
irrigated by <^iarsa followed the least 
intensive crop patterns. More specifi¬ 
cally, the private tube well farms grew 
more bajra and American cotton than 
did farms irrigated from odier sources. 
The private tul^e well faims thus took 
advantage of the possibility of wdl- 
thned pre-mdnsoon irrigation* For the 


Units 

State 

Tube Well 

Private 
Tube Well 

meters 

60 

20 

cubic metres 

145 

68 

hours 

4,000 

1,500 

100 cubic metres 

5,650 

1,030 

hectares 

135 

20 


•Janie rcusnn, 50 per cent niou* land 
grew peas, which also required early 
irrigation to facilitate planting after a 
kharif crop. These farms had much less 
fallow land in kliarif; grew more pure 
crops and less of the more drought- 
tolerant inixtiures, and had three times 
the proportion of area in perennial 
crops (Tabic 4). 

The charsa irrigated farms had the 
costliest, least readily available water, 
and so grew no dwarf wheat varieties 
or hybrid bajra. Instead, they raised a 
high proportion of bajra and wheat 
mixtures and crops such as arhar which 
do not require irrigation. Farms irrigat¬ 
ed by state tube wells and by Persian 
wheels icscmlde t‘ach other in then- 
cropping patterns which fall between 
the patterns followed on farms where 
charsa and private tube well methods 
of irrigation are used. 

Farms were divided into categories of 
small <0.5 to 3.0 hectares), medium (3.1 
to 8,0 hectares), and large (8.7 to 18.0 
hectares). There appeared h) be no sig¬ 
nificant difference in cropping pattern 
l>etween small and medium size farms 


Review "'of 

with a given irrigation source, ic 
notable that, within the private luibtr'4; 
well category, small •f£^ln5 were UpC ; 
less progressive than the larger holdinigil'^ 
from which they generally purchai^ i 
water. In fact, those small farms Eppear*^^:’^ 
ed much more progressive than the 
small farms using state tube well water, 
for, tliey had 80 per cent of their wheat 
hcctarago under improved varieties in 
1968-69 whereas the small, state tube 
well irrigated farms had less than 60 ’ 
per cent. The small, charsa irrigated 
farms did not use improved varieties. 

In contrast to 1966-67, the small ^ 
faims in 1968-69 planted a slightly 
lowt'r i>oi(ciit.igc oi thcjr huid with 
dwarf varieties than did the medium 
size farms. However, the differences 
were small, and were probably due to 
a desire on the part of all cultivators 
t() grow enough of tlie higher quality 
<lc\i vaiiflu^s loi home consumption, 
which would take a higher proportion 
of total wheat area on the smaller 
farms. 'I’liis factor was of course insig¬ 
nificant as long as the area planted 
with llu* dwaii vaiicties was small. 

For the same varieties grown, private 
tnhe well iirigali'd farms invariably had 
higher yields compared to farms irri¬ 
gated from other sources (Table 5). 
'I'his v\as so pn siim.ihly because of the 
assured water supply as well as the 
cxmsegueiit grcat(;r tuse of fertilisers, 
'rhe yield advantage for these private 
tube well irrigated farms was consistent¬ 
ly more than 20 per cent. In addition, 
these farms planted a much higher 
])ci('»mtagc (;( tluir land with new 
fiigh-\ iclding vanetios. 

Ihe average yield.s on farms irrigat¬ 
ed hy Pcisian wheels were consistently 
higher than those <m fanms using state 
tiilie well water. This suggests that far¬ 
mers using state tube wells do not gel 
adequate water at the proper time, and 
that althongli the Persian wheel for¬ 
mers have a liigh cost and low dis¬ 
charge of w ater they are at least able 
to irrigate their fields when they need 
to. Charsa fanners had the lowest yields 
of all, which indicates tJieir high cost 
of \vaN*r, the consequent need to use 
it sparingly, and their low use of ferti¬ 
liser. 

Theic were few significant differen¬ 
ces in yields among size classes within 
(he same irrigation system. The small 
farms had lower yields of desi wheat 
than did the medium and large farms, 
hut on private tube w^ell irrigated fanns 
yields of dwarf wheat were substantial¬ 
ly higher on small forms than on the 
medium and large farms. This may in¬ 
ti icatc that more care in supervision 


* Measurement techniques for the private tube wells mav have resulted in an 
upward bias in the discharge rates perhaps by as much as 5 to 10 per cent. 
Source: Study of an 86 farms sample from Aligarh District, 1966-67. 

Table 2: Comparative Costs for Four Typfs of Wells 


(cost in rupees) 


Items 

Slate 

Tube Well 

Private 
Tube Well 

Persian 

Wheel 

Charsa 

Initial investment: * 

(a) Equipment 

38.300 

3,000 

600 

115 

(b) Civil works 

38,200 

2.100 

1,200 

1,200 

* Total 

76.500 

5,100 

1,800 

1,315 

Annual Costs : 

(a) Fixed costs 

10.711 

1,010 

294 

213 

(b) Variable costs f 

7,980 

1,272 

433 

820 

Total 

18.691 

2.282 

727 

1.033 

Cost of water per 1,000 cubic 

metres 

33 

22 

75 

120 

Depreciation rate assumed for 

equipment (per cent) 

5 

10 

15 

50 

Proportion of fixed costs to total 

costs (per cent) 

57 

43 

41 

20 

Number of farms in sample 

36 

50 

41 

14 


* Excludes cost of electric connections for boih slate and private tube wells. 

Includes interest charged at 10 per cent for all typjs of wjIIs as well as deprecia¬ 
tion at rates shown. 

t Market prices used for all inputs including labour. 

Source; Study of 141 farms in Aligarh District, 1966-67. 
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Tabll 3 : PkrckntacjF of Arfa Planffo wjfh DirKFRENT Varieties of Wheat accordimo to Source of Irrigation 


Per Cent of Total Area by Source of Irrigation 



State 

Tube Well 

Private 
•J’ubv Well 

Persian 

Wheel 

Charsa 

Average 
of All Farms 

1%6-67 

1968-69 

1966-67 

|9;)8.69 

1966-67 

1968-69 

1966-67 

1968-69 

1966-67 

1968-69 

Wheal variety 











Desi 

90 

29 

59 

11 

85 

34 

100 

98 

72 

20 

K-68 

* 

12 

18 

19 

7 

12 

0 

2 

12 

16 

Dwarf 

10 

-- 

23 

- 

8 


0 

— 

16 

— a 

Red dwarf 


25 


18 

-- 

21 

-- 

0 

-- 

20 

While dwarf 


34 


52 

- 

33 

— 

0 


44 

Area (hectares) 

40 

56 

116 

174 

35 

48 

11 

5 

202 

283 


• Less than one pei cent. 

Source: Study of 141 farms in Aligarh District, I%6-67 and 1968-69. 


and inanagenient is noeiled for dwarf 
wheat —- sornetliing which the small 
fanners can provide. 

Farm Practices and Input Use 

In geneiah a more reliable water sup¬ 
ply t'lK'onr.n'f (I um* oI hudi-yicldmi? 
varieties — which in turn made it pro- 
6table to use more fertiliser. Even for 
the same varieties, private tube well 
farms used more fertiliser per acre than 
did >tatf’ tube lamis, wlncli in turn 
ii.sed somewhat more fertiliser Fhfin Per¬ 
sian wheel irrigated fanus (Table 6). 
Farms irrigated with charsa used almost 
no fertiliser. Again, size of form within 
a particular irrigation system made no 
significant diiferenco to the relative 
quantity of fertiliser used. 

As is to be expected, tlie quaiTtity of 
water pumped per hectare is directly 
related to its cost and reliability. The 
state tube well farms were less frequent¬ 
ly irrigated than were the three private 
systems. For any given crop, the quan¬ 
tity of water used was much greater in 
the private tube well systems than in 
the otliers. For example, for desi 
wheat crops the four systems used the 
following millimetres of water per hec¬ 
tare: private tube wells 485; state tube 
wells 356; Persian wheel 343; and 
charsa 347. The chaisa fanns use much 
less water per hectare for all crops than 
do tfie other systems. Farmers using 
state tube* wells and growing dwarf 
wheat were the more mfiuential farmers 
with larger fiu*ms located near the 
wells; they were therefore able to pro¬ 
vide an extra irrigation for their dwarf 
wheat. Nevertheless, they still used sub¬ 
stantially less water per hectare of 
d>varf wheat than did the private tube 
well farmers. 


The only significant difference in ihc 
amount of water used per hectare 
among different sizes of farms occurred 
in tin: IVisian wheel and charsa irrigat¬ 
ed farms. In both cases, the small 
lanns used about 25 per cent moie 
water iK^r hectare tlian the medium size 
fainis. This apiTaiently resulted from 
gicatei surplus on the small farnis of 
bullock and human labour available lor 
the aiduous task of lifting water. The 
small ianns using private tube well 
water used about 10 per cent less water 
per hectare than the medium size farms, 
presumably rellecting a somewhat 
higher cost of water to them. 

'I’he different w^ater sources, crop 
vaiictics, and levels of input, suggested 


the possibility of a number of contrasts 
in physical response and economic re¬ 
turns to water and other inputs. Data 
were analysed by individual plots on 
each faun with respect to a large num¬ 
ber ol I actors which influence yield. 
Many equations were fitted using diffe¬ 
rent forms, variables, and groupings of 
the data. Linear functions were in ge¬ 
neral found to fit best, but particular 
care has to be taken in extrapolating 
results. The correlation co-elficicnts 
were invariably very low, although si¬ 
milar to those normally encountered in 
nil averaged plot observations undei 
laim comlitioiKs. Desj^itc the limitations, 
a number of useful points can be de¬ 
rived from this analysis. 


F 4: Percentage of Area undfr Various Crops according to 
S iTijRCE OF Irrigation, 


Crops 


Per Cent of To al Area by Source of Irngai ion 

Stale Private 

Tube Well Tube Well 

Persian 

Wheel 

Charsa 

Average of 
Al 1 Fanns 

Kharif crops 

ILijra 

11 

18 

7 

9 

13 

R.ijra mixtures 

11 

6 

• n 

16 

9 

Maize 

8 

6 

6 

4 

6 

American cotton 


3 

2 

* 

2 

Misi.clIaneou« kharif 

crops 

2 

3 

4 

0 

3 

Kharif fallow 

16 

11 

19 

20 

15 

Rabi crons 

Wheat 

14 

20 

12 

10 

16 

Wheat mixtures 

16 

8 

17 

20 

13 

Peas 

10 

14 

8 

3 

11 

Arhar 

7 

1 

6 

10 

^ 4 

Miscellaneous rabi crops 

1 

2 

4 

4 

3 

Rabi fallow 

1 

1 

2 

3 

1 

Zaid crops 

(Primarily Vegetables) 

1 

4 

* 

1 

2 

Perennial crops 

2 

3 

2 

* 

2 


Less than one per cent. 


Source; Study of 141 farms in Aligarh District, 1966-67. 
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Table 5 : Average Yield of Selected Crops, hy Source of Irrigation 


(Quintals per hectare) 


Crop 

State 

Tube Well 

Private 
Tube Well 

Persian 

Wheel 

Charsa 

Average of 
All Farms 

Bajra deSi 

7 

10 

9 

7 

9 

Bajra hybrid 

— 

19 

— 

— 

17 

Maize desi 

7 

9 

8 

— 

8 

Maize hybrid 

— 

21 

— 

— 

20 

Wheat desi 

13 

16 

15 

12 

15 

Wheat K-68 

— 

24 

— 

— 

23 

Wheat dwarf 

— 

34 

- 

- 

34 

Wheat and gram 

11 

13 

12 

10 

12 

Barley 

9 

15 

12 

— 

13 

BaUey an<I pea 

9 

13 

11 

10 

11 

Pea 

6 

10 

8 


8 


Source : Study of 141 farms in Aligarh District, 1966-67. 

Table 6 : Nitrogen Used on SrxECiED Crops by Source of Irrigation 

(kg p»cr hectare) 


Crop 

Su tc 

Tube Well 

Private 
Tube Well 

Persian 

Wheel 

Charsa 

Average of 
All Farms 

Bajra desi 

2 

7 

2 

2 

5 

Bajra hybrid 

— 

53 

— 


48 

Maize desi 

5 

14 

5 

— 

8 

Maize hybrid 


75 

- 

- 

72 

Wheat desi 

9 

26 

5 

4 

14 

Wheat K-68 

— 

56 



52 

Wheat dwarf 

66 

76 

44 

- 

70 

Peas 

2 

10 

1 


6 


Source: Study of 141 farms in Aligarh District, 1966-67. 


• First, the response to increments oi 
water and associated inputs was iquch 
higher for the new high-yielding varie¬ 
ties than for desi varieties. For example, 
the water co-elfident for dwarf wheat 
was nearly four times as large as for 
desi wheat. Likewise, the co-efiBcient 
for water in the case of hybrid bajra 
was nearly five times as large as that 
for desi bajra. 

Secondly, the response to increments 
of water and associated inputs appeared 
somewhat greater on private tube well 
irrigated fanns than on other farms. 
The higher response to private tube well 
irrigation probably reflected the bet- 
te control and timeliness of water »p* 
plicatioh. 

In most c^es, the reQxmse cenefB- 


cient for nitrogen was not statistically 
significant. Nevertheless, a high co- 
efBcient for desi wheat suggested high 
retiums for further increments of nitro¬ 
gen from the low levels currently ap¬ 
plied. Similarly the low response to 
nitrogen, shown by the linear function 
for dwarf wheat on private tube well ir¬ 
rigated farms, suggested that at the high 
levels of application on those farms and 
with existing practices the returns to 
nitrogen had been pushed very low. 
This Implied that fanners applying ni¬ 
trogen at the higher levels might reduce 
their applications in the future. 

lu a similar analysis, each farm was 
used as an observation, and total value 
of output was related to various vari¬ 
ables, including water and nitrogen. 


Both linear and loganthmio functional; 
were fitted with the •linear ftmctibus 
consistently giving a better fit. The 
marginal returns from Sbme of these 
equations are presented in Table 7^ 
which includes ratios of marginal re-,' 
turns to cost of water and nitrogen.^ 
The returns are not only to the stated 
input but also to all other inputs asso¬ 
ciated with it. Thus the ‘net’ return to 
the one input w^uld be lower than the 
figure shown. 

A relatively low co-efficient for nitro¬ 
gen in the private tube well equation 
was consistent with the already very 
high rates of nitrogen used on these 
farms. Successively higher co-efficieat$ 
for the state tnlx^ well, Persian wheel 
and charsa farms were consistent with 
the successively smaller amounts of 
fertiliser used on these groups of farms. 
Thus, despite the greater cost of ot 
poorer control of water on these sets of 
farms, at their current margins they 
would profit much more from moxe 
fertiliser application that would the 
private tube well forms. It would ap¬ 
pear, however, not to be profitable for 
these groups to raise their rates of 
application of nitrogen as high as the 
private tube well farms. 

The co-efficient for water was high¬ 
est on tlie private tube well farms des¬ 
pite the fact that they used the greatest 
quantity of water per hectare. The com¬ 
bination of reliable supply, substantia] 
list* ol high-yielding vaiicties, and high 
levels of other inputs thus appeared to 
have maintained the returns to water 
even at high levels of use. Conversely, 
charsa irrigated farms, emphasising 
crops unresponsive to high levels of 
water input and deficient in other 
inputs, did not respond well to more 
water within that context.* Thus, pri¬ 
vate tube wells provided large quanti¬ 
ties of low cost water thereby inducing 
a number of complementary changes in 
cropping patterns, crop varieties, and 
input use. These served to increase not 
only the amount of water that was pro¬ 
fitable to use, but also production and 
farm incomes. 

The ratios of costs to returns, shown 
in Table 7, confirm this analysis. The 
net returns, of course, were not as at¬ 
tractive as they appear because nitro¬ 
gen and water serve in the Table as 
proxies for other inputs including other 
nutrients, each of which had its own 
costs. _ 

Gross and Net Returns per Hectare 

Differences in gross returns per hec¬ 
tare reflected differences in cropping 
patterns and yields. The private tube 
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welJ Irrigated farms produced over 
twice the value, of o.itput per hectare 
as did the charsa irrigated farms and 
over 80 per cent more valiK? of output 
per hectare than did the state tube well 
farms. If v\e net out the cost of nitro¬ 
gen and water, we widen the gap lie- 
tween the private tube well and the two 
traditional systems becaiis(', ot the v(*ry 
high cost of water calculated for the 
latter. The differenc<3s in these '*net” 
income figures, provide a measure of the 
return in changing from one irrigaliuji 
system to another (Table 8). By these 
calculations, faimeis with Peisian whet ! 
and state tube wrlls benefited about as 
much when they shifted to a private 
tube u'fll but tln^ri' veas no ad- 

vantage for PiTsian wheel farmers who 
chiUigeil to state tube wells. 

If we take from Tal)le 8 the- figuie 
of the (liffereiic<* in net income ol Bs 
740 per beetare lietweeri a l^ersian 
wheel and a private tiilie well, irnilti- 
plied by the lour hectares of a infukl 
farm, the total capital tost of Rs 5,000 
to Rs 0.000 is earned in about two 
years. Ry the sanu‘ calciihition, the 
charsa farmer ctuild earn his capital 
investment in a private lubti well in less 
than a year and a half. 

If we take a more conservative esti¬ 
mate, by multiplying the average vo¬ 
lume of water pumped by a private 
tube w'ell (5,600 cubic metres per hec¬ 
tare) timcj the difference in pumping 
cost between a Peisian wheel and a 
private tube (Rs 53 per 1,000 

cubic metres), v e find a saving of Rs 
295 per hectare or nearly Rs 1,200 for 
a model size farm of 4 hoetarr.s and 
hence a rec*<)vei\ of capital in four to 
six years. By tfu same calculations, 
the charsa faimer would recover his 
capital in two to tJiree years r.i a switch 
to a private tube well. 

These high benefits, derived from use 
of the private tulj<’ well compared to 
the state tube well, arc based on the 
assumption that factors such as greater 
reliability, timediness, and availability 
of water are responsible for the diffc- 
rences in crop composition, input use 
— and, hence, in returns. The under¬ 
lying prfiblem (4 state tube wells is 
their ^•xtremely high capital cost per 
unit ot deliveiv capacity. Much of theii 
iinrelial)ibt>' stems fiom efforts to spread 
that capital cost over a largo volume of 
water pumped, theieln favouring th<! 
irrigation of large acreages at the cost 
of good timing. To increase returns to 
farmers will probably necessitate a re¬ 
duction in the area irrigated and less 
total water pumped per unit of delivery- 
capacity (as is the cose for the private 


Table 7: Marginal Return Associated with Nitrogen and Waive, bv 
Source of Irrigation 

Source of Marginal Returns To 

Irrigation ^ 

Nitrogen Water 

(rupees per (rupees per 

kg) cubic metre) 


State tube well 

19 

.06 

8:1 

2:1 

Private tube well 

10 

.10 

4:1 

4:1 

Persian wheel 

30 

1 — 

12:1 


CJharsa 

35 

.03 

14:1 

1:1 


• Costs of water aie as stated in Table 2: cost of nitrogen in Rs 2.50/kg. 
Source: Study of 141 farms in Aligarh District, 1966-67. * 


Ratio of Marginal Returns 
to Costs* 

Nitrogen Water 


Taulf. 8: Differences tn Net Income per Heci are Associated wthi 
D iFFEiiENr Sources of Irrigation 

(Rupees per hectare) 


Change from 


Change to 


Ricrease in’ 
Net Income* 


State tube well 
Persian wheel 
Persian wheel 
Charsa 
Charsa 
Charsa 


private tube well 

790 790 

state tube well 

(—) 50 

private tube well 

740 

state tube well 

250 

peisian well 

300 

private tube well 

1,040 


*Net income is defined as total pioductioii al m.arket piic-es minus the 
cost of niliogen and water. Nitiogen i> taken as Us 2.50 pcT kg; waler at 
the costs shown in Tabic 2. Practically all other costs are land, family labour, 
Ol hired lalioni. The advantage of private tube wells oyer state tube wells 
would be Rs 90 less if niaiket charges were used rather than costs. Likewise 
there- would he' no difference* between ^^lte hifie vsells and Persian wheels. 
The gro^s n tnnis per hectare for state tube wcdls, private tube wells, Persian 
wheel, and charsa were, resjTc'etively, R** 1070. 1900. 1200 and 900, the 
‘ntd’ letiims wen* respectively, Rs 910, 1700, 960 and 600. 

Source: Study of 141 farms in Aligarh District, 1966-67. 


tube wells). This in turn will raise the 
pc^r unit c'ost of the watei. More timely 
availability might make state tube wells 
sufficiently atti active so that their 
charge could be increased to cciual the 
charge on private tube wells. But that 
charge may decline to average total 
cost, w'hich in turn is not much higher 
than the present state tube well charge 
plus hakshl^h. Thus the gross income 
to the state from tube wells may well 
fall if they are operated to provide max¬ 
imum net social returns. Of course, 
fanners could afford to meet the full 
cost of this water, given the potential 
benefits, but they would be reluctant if 
the much cheaper private tube wells 
were available. 

Table 9 shows the number of wells 
required to irrigate 135 hectares (the 
average area irrigated by one state tube 
well) by each of the foiu* systems. The 
capital requirements are similar for the 
state tube well and Persian wheel. The 
gross value of output is also similar for 
the two systems. In contrast, the ca- 
pital investment in the private tube 
wells is less than half as great and the 
gross value of output Is over 50 pei 
cent larger than for the other two jsys- 


lems. It is obvious that investment re- 
fiirns are much greater to privati; tube 
wells given the past capital-cost rela¬ 
tionships. There is, however, already a 
large sunk cost in state tube wells and 
hence it is relevant to f]uestion how to 
increase their efficiency. 

Administraitve Problems of State 
Tube Wells 

The length of time it takes to obtain 
repairs to state lube wells is greater 
than for private tube wells, A heavy 
burden of paper work on overseers and 
supervisors, the many formalities to be^ 
completed before repairs can be under¬ 
taken, and the lack of readily available 
spare parts were all cited as major cau¬ 
ses of delay. The fact that state tube 
wells operate .it much closer to capaci¬ 
ty compounds the problem of dblay be¬ 
cause of their small reserve capacity. 
Thus, both the likelihood and the bur¬ 
den of a breakdown is much greater 
for state tube wells than for private 
ones. 

Under the present system, the tube 
well operator tends not to come fn>m 
the village where the well is located 
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Table 9 : Capital Investment and CJ«oss Value of Output per 135 
Hectares under Average Cond chons for Each Well System 


Source of 

Irrigation 

Number of 
Wells to 
Irrigate 

135 Hectares 

Capital Investment 
^or 135 

Fiectares 
(thousand Rs) 

Gross Value 
of Output 
(thousand Rs) 

State tube well 

1 

77 

144 

Private tube well 

6.7 

34 

258 

Persian wheel 

40 

72 

162 

Charsa 

40 

53 

122 


Source: Study of 141 farms In Aligarh District, 1960-67. 

Tahl.k 10: Caoss Value oi’ Output jm,h TEHAnNiAi Fakm Wohrlh, by 
SlZK OF F^KM and SoUBCE laUlOAflON 

Source of Size of Farm 

Irrigation Small Medium Large 

(Rupees/permanent worker) 

State tube well 1,600 2,900 

Private tube well 2,100 4,300 6,100 

Persian wheel 1,900 2,900 

Charsa L9 00 _1*?Q0__ 

Sonrce: Study of 141 Farms in Aligarh District, 1966-C7. 

and is consequently frequently absent, receives water in rotation. On the one 
Frequent claims of favouritism and hand favoritism may break the system, 
corruption arLse. Transformer thefts On the other hand, in case of break- 
are a common problem for state tubfj down, a farmer who misses his turn 
wells relative to private tube wells, pre- must wait all the way around to ano- 
sumably because of less careful super- ther turn, which may lose him the 
vision. Thus, most important to im- benefits of an intensive but water sen- 
provcinent of the administration of the si five farming system, 
state tube wells Is a system whereby The basic dilemma of the state tube 
the state tube well operator devotes wells has its roots in the high capital 
himself effectively to efficient operation costs. If the wells do not operate at 
of the well. a ^^*gh percentage of capacity the cost 

It should be feasible to hire the tube per unit of water is high. But, at 
well operator from the .village where high operating rates, the reliability of 
the well is situated, to provide a train- the water supply is reduced, farmers 
ing programme which would facilitate dare not follow intensive, high-input 
his operation of the well, particularly cropping patterns “ and so, the re- 
with respect to mechanical repairs, and turns to water are reduced. Efforts to 
to train him in improved agricultural raise returns will raise costs, and 
practices. *The tube well operator rice versa. 

could then devote himself to keeping In cases of traditional crop varieties 

the well in operation and making minor the dilemma hardly arose because 
repairs. He could also encourage culti- diminishing marginal returns to each 
vators using the well to take up impro- crop tended to gi\e higher returns bv 
ved cultivation practices which would spreading water widely. The n('w high- 
•make more effective use of the water. yielding varieties generally are profit- 
It would probably make sense to in- able only when accompanied by a high 
stitiitionalise the present haksfiUh level of fertiliser input and a large, 
•system for the tube well operator by reliable supply of water. The cost of 
paying a commission on water pumped, failure to receive water when needed 
This would give incentive to the tube is much greater for the high-yielding 
well operator to keep the pump ope- varieti<*s than for the desi varieties, 
rating so that it could be used when- A low level of utilisation of water 
ever cultivators want water. It would capacity, as in the case of the private 
also give him an incentive to help cul- tube well, provides a much more as- 
tivators obtain the information needed sured water supply, particularly if 
to shift to more intensive cropping breakdowns and power failures are 
patterns which would use more water frequent 

as well as to diversify cropping pat- The state tube wells in the sample 

terns so that water would be in de- irrigated about 135 hectares of land 
mand in the slack seasons. per well during the rabi season and a 

The problems of mismanagement somewhat smaller area during the 
are further compounded by the thok- kharif season. The private tube wells, 
baruli system by which each farmer with about half the delivery capacity 
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per well of the state tube w^lls, 
gated an average of 23 hectares during 
the rabi season. If ^he state tubi 
wells had irrigated a comparable are^ \ 
relative to their delivery capacity, they^l 
would have handled 40 hectares, or i 
less than a third of the current area. ' 

It is by no means certain that the \ 
private tube wells are making optima] i 
use of the pumping capacity available ^ 
to them. The most economic way of ; 
operating might be to cover somewhat' 
larger areas per unit of pumping , 
capacity. On the other hand, since 
there is a well developed market for 
sale of water, it is quite possible that 
thr private tube wells are operating i 
optimally. 

In any case, the large difference in ' 
returns to use of water between the 
state and private tube wells is surely • 
substantially attributable to the greater 
degree of certainly and the better 
timing of the availability of water from 
the private tube wells. If 40 hectares 
were irrigated by a state tube well ^ 
and the average' holding size was four 
hectares, it would take only 10 farm¬ 
ers to use the total supply of water. 
Even assuming that the state tube 
well served cultivators with smaller 
than average holdings, we might have 
a maximum of about 20 cultivators 
per state liifx' well. Fewer farmers per 
well would greatly facilitate improved 
administration of the well which would, 
in turn, lead In increased timeliness 
and certainty of water as well as to 
reduced cost of operation. A reduced 
area irrigated per well would also 
lower the cost of provision and main¬ 
tenance of channels and reduce the 
water losses caused by the long dis¬ 
tances water must be carried in chan¬ 
nels. 

Th<- primary disaflvant.igo of reduc¬ 
ing the area irrigated per well is the 
reduction in revenue to the lube well. 
This could be more than balanced by 
an incit'nso jn net [rtmns to cultiva¬ 
tors as a K’snlt of a switch to high- 
yielding vari(*ties- and mou' intensive 
cropping patterns. The financial 
dilemma becomes clear from the fol¬ 
lowing figures which are based on 
averages from the Aligarh survey. A 
state tube well irrigating 135 hectares 
with 4,000 cubic metres per hectare 

and charging Rs 14 per 1,000 cubic 

metres has a revenue of Rs 7,560. If 
in emulation of private tube wells, 

the coverage is reduced to 40 hectares, 
water use is raised to 5,600 cubic 

metres per hectare and the charge still 
is Rs 14 per 1,000 cubic metres, the 
revenue drops over half to Rs 3,136, 


SMS 



If we {ftjsume, however, that in¬ 
creased reliability of the water supply 
raised the average state tube welFs 
‘net* income to,, that of the average 
private tube well, as in Table 8, then 
the income becomes Rs 31,600, i e, 
Rs 790 added farm income per hectare 
times 40 hectares. Since so much 
more revenue could be generated, it 
would be natural to charge farmers a 
higher price for the water. It would 
require a charge of Rs 34 per 1,000 
cubic metres to match the revenue 
from the initial syst(*m, which is only 
a small pa'"t of the net gain and still 
less than half the cost ot Persian 
wheel water. But it is still 50 per 
cent more than the cost of private 
tube well water and 10 per cent more 
than the current market pi ice of pri¬ 
vate tube well water. Thus, as long 
as aquifers are such that shallow depth 
private wells are pivssiblc, the high 
capital cost of slate tube wells will 
either have to be partially written of! 
or a means found to reduce their capi¬ 
tal costs. 

It is quite possible that a combi¬ 
nation of highly effective maintenance 
and a first-class system of water allo¬ 
cation, co-ordinated with a carefully 
developed cropping system, would 
allow much fuller use of state tube 
wells than presumed above. On The 
other hand, less efficient operation and 
maintenance for state than for private 
wells may make optimal coNcrage even 
less than the 40 hectares suggested. 

In the sample of farms studied and 
within the same irrigation supply 
system, farmers with small holdings 
(0.5 to 3.0 hectares) were at least as 
progressive as those with larger hold¬ 
ings in their use of high-yielding 
varieties, in their application of pur¬ 
chased inputs such as fertiliser, and 
in their adherence to intensive crop¬ 
ping patterns. In addition, there was 
a well developed system of sale of 
private tube well water. The sale 
price was about 30 per cent above 
average total cost, but it was low rela¬ 
tive to returns, and the supply was 
appairently complert;ely reliable. Fur¬ 
ther expansion of private tube wells 
should bring the price down further 
and serve the small farmer even better, 

The problem of the small farmer is 
shown in Table 10. When farm size 
increases, gross value of output per 
permanent farm worker increases, in¬ 
dicating the more complete employ¬ 
ment which a larger farm can provide. 
This contrast is much greater among 
farms irrigated with private tube wells 
because the Persian wheel and charsa 
require proportionately more labour to 
pump more water as evidenced by the 


greater quantity of water used per 
hectare on small farms than on medium 
ones within these irrigation systems. 
In the case of state tube wells, the 
degree of intensification is not as 
great, thus the income sperad between 
small and medium farms is not as 
great. Medium size farms have over 
twice the gross of small farms within 
the private tube category; a slightly 
lower gross within the charsa category; 
about 50 per cent higher within the 
Persian wheel category; zind 80 per 
cent higher within the state tube well 
category. The medium farms average 
130 per cent larger in area than the 
small ones. Thus introduction of 
private tube well water increases gross 
income of small farm operators but 
also further widens the income gap 
between themselves and those with 
larger farms. 

The Table shows again the limited 
improvement provided by the state 
tube wells. Small farms with state 
lube well water actually have lower 
gross incomes than small farms with 
Persian wheel water; on medium size 
farms the gross income per farm worker 
is the same. In contrast, small farms 
with private tube well water have 10 
per cent higher gross income than 
those with Persian wheel irrigation. 
In the category of medium size farms 
the private tube well farms have gross 
incomes per permanent farm worker 
nearly 50 per cent higher than tlic 
Persian wheel farms. 

If state tube wells are to serve 
small farmers, they must not only pro¬ 


vide water aa rdiablp ae tha private 
tube wells, but methods must be found 
to intexisify farm production to pro¬ 
vide more employment. This may call 
for even greater reductions in the area 
to be irrigated per well. In any case, 
it requires careful farm management 
research especially on resource utili¬ 
sation on small farms and their rela¬ 
tion to irrigation. 

Notes 

1 The data for this analysis are 
drawn from a joint research pro¬ 
ject of the Agricultural Experiment 
Station, UP Agricultural Univer¬ 
sity and the Department of Agri¬ 
cultural Economics, Cornell Uni¬ 
versity. It is reported in detail 
in T V Moorti, “A Comparative 
Study of Well Irrigation in Aligarh 
District, India”, Occasional Paper 
Number 29, Department of Agri¬ 
cultural Economics, Cornell Uni¬ 
versity — US AID Research Pro¬ 
ject, March 1970. 

2 For an exposition of this and other 

concepts of capacity utilisation see: 
Uma I Lele, “Modernisation of the 
Rice Milling Industry: Lessons 

from Past Performance”, Econo¬ 
mic and Political "Weekly, Volume 
V, Number 28, July 11, 1970 p 
1081. 

3 For similar evidence of the inter¬ 
action of high-yielding varieties 
and irrigation source see: Vishnoo 
Prasad Shukla, “An Economic 
Analysis of Farm Resource Use, 
jabalpur District, Madhya Pradesh, 
India, 1967-68”, Occasional Paper 
Number 26. Department of Agri¬ 
cultural Economics, Cornell Uni¬ 
versity — US AID Prices Research 
Project, January 1970. 
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(Amendment) Act, 1^0 


A Critical Review 



G Parthawathy 
K Suryanarayana Ra)u 

This paper attempts to critically examine the provisions of the Andhra Pradesh (Andhra 'Aria)^, 
Tenancy (Amendment) Act, 1970 and analyse the conditions necessary, for the success of the Atff' 
the light of studies relating to the implementation of the Andhra Tenancy Act. 1956. 

Tenancy has become a less important variable to benefit the poorer strata of society since most of < 
the land owned by big resident land owners is now found to be self-cultivated. But even to eonfei 
limited benefits to a limited class of the rural poor, the Act needs to be modified considercAly. 

The Tnajor directions in which modifications are called for are redefirnng personal culiivation,/: 
fixing the price of land along with giving tenants pre-emptive rights, lowering the ceiling limit for r$rr. 
sumptions, ttot allowing resumptions in the case of non-resident land owners, enabling tenants to- retairtif 
some land in case of resumptions by owner and applying all the provisions of the legislation to temple 
lands. . ; 

Unless the Act is suitably modified along these lines, it will remain another paper tiger. 


I 

THE Amendment Bill, which applies 
to the Andhra Region only, was intro¬ 
duced in the Legislative Assembly of 
Amlhra Pradesh on March 14> 1970. 
K Brahtnananda Reddy, Chief Minister, 
while introducing the Bill in the Assem¬ 
bly stated that the objecti\,3 was to con¬ 
fer ^‘certain further benefits on the te¬ 
nants in the Andhra Area of the State”. 

The main provisions of the i\niend- 
ment Act relate to 

(1) further reduction of ‘fair rents’; 

(2) restrictions on termination of tenan¬ 
cy and qualifications for resump¬ 
tions; and, 

<3) pre-emptive rights for tenants. 

In the Act of 1956 crops wen? divid¬ 
ed into two groups: (a) c'ornmercial 
crops and (b) crops other than commer¬ 
cial crops. For the c'ommercfal crops, 
rents were fixed at 45 per cent of the 
gross produce. With regard to non¬ 
commercial crops rents fixed varied with 
the source of irrigation. The znaximuiu 
jrent for crops raised under Government 
irrigation sources was 50 per cent of the 
gross produce; for crops raised by baling 
from government irrigation sources 28i 
*per cent; and for crops grown on all 
other lands including unirrigable land 
45. per cent of the 'gross produce* A 
study of implementation of land reforms 
in Andhra Pradesh noted that rents fix^ 
ed under die iegisktion were more than 
the market rentj in respect of joontthcr- 
cial crop^ lik^ 9ugm:cane<^ The Plimning 
Ckimmission and the Chief , Ministm* 
conference on land reforms which, re¬ 
viewed the progress and reforms m so- 
veral '$tato that 

he between cme^Fourth >nd 
one-iUd> nf die gross produce* Thbre 
k a swag fMs fin* mduefng mat* 


imum rents fixed under the 1956 Act to 
the level obtaining in other States and 
in Telengana. The Amendment Bill 
therefore sought to lower the maximum 
rents. For this purpose lands taken on 
lease are classified into two groups, viz, 
(1) irrigable lands, and (2) unirrigable 
lands and lands irrigated by baling of 
water. For tlic former category the 
niaxitniim rent will be 25 per cent and 
for the latter 20 per cent Thus the 
maximum rents were reduced to nearly 
half the levels obtaining under the 1956 
Act and this could bo considered a suIj- 
stantial reduction. 

Under the 1956 Act the minimum pe¬ 
riod of lease is six years. The Act gives 
the landlord the right to resume the land 
from the cultivating tenant after the ex¬ 
piry of the lease period. This provision 
has been siibjectcd to much criticism 
since the unqualified right given to the 
landlord to terminate tenancy prevents 
the tenants from asserting their rights 
under the provisions relating to fair rent. 
The tenapt may have a strong case for 
fair rent, and he may hope to succeed 
against the landlord but this victory 
may turn out to l>e illusory, for after 
the 6-year period of possession he is 
sure to be turned out Of the land.* Tlie 
Planning Commission, in its review of 
land reforms, noted that "efectment of 
a tenant should not be pmciitted except 
on prescribed grounds, such as non-pay¬ 
ment of rent,* wasteful use of land or 
resumption of land for the personal cul¬ 
tivation of tihe land owner”> It is sug¬ 
gested diat tenant should be given 
heritable rigKta subject to payment of 
legislate tents and subject to right of 
of • owner for personal 
cultivation/ The pietent Amendment 
pro^dea. for automatic renewal of lease 


on the same conditions and terms, 
cept in the case of resumption for .p^#‘; 
sonal cultivation by the owner, aid- 
therefore ccmld be said to be an im-*> 
provement over the earlier Act The term/ 
personal cultivation is ak) defined aS" 
“cultivation (1) by his own labour or by' 
the labour of any member of his family;<<. 
or (2) by servants on wages payable in 
cash or in kind or both but not in crop-i 
share or by hired laboiu, under his pert' 
sonal supervision or under the personal 
supervision of any of his relatives’*.'' 
Under this concept of personal cultiya*- 
tion residence of the owner in or near 
the village is not necessary tor him tO. 
qualify to exercise rights relating to 
resumption, and thus the concept is dif* 
forent from the one recommended by 
the Planning Commission. Tlie Planning 
Commission insisted that “in order to be ‘ 
effective personal supervision should be 
accompanied by residence during the 
greater part of the agiiciiltura! .season in 
the village in which the land is situat- 
ed”.-' 

By another section of the Amendment 
Act, resumptions are allowed only in 
the case of those owners whose holdings 
are less than the limit of ceiling under 
the Andhra Pradesh Ceiling on Agriculr 
tural Holdings Act, 1961. The Act ako/' 
seeks to prevent growth of big tenant »4 
Those who hold more than twp family ^ 
holdings either owned or leased or both. < 
are prohibited from taking further land 
on lease with effect from the commence* 
inent of the Amendment Act. ‘‘ 

The Act of 1956 did not provide any 
pre-emptive rig^t to the cultivating te¬ 
nant It is suggested by the Planning 
Commission that *'each State $hou](} 
have a programme for converting te¬ 
nants of non-resumable lands into own*? 
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and pitting an end to vestiges of 
tenant-landlord relationship''.^ There 
was no attempt in the Andhra region to 
help tenants to becosne owners. In the 
Telengana region protected tenants were 
given the righ^ to purchase land at 
reasonable prices froin the landlord. It 
was felt at the Chief Ministers’ conic- 
rence that measures should be taken to 
confer ownership rights on tenants. 
The Amendment Bill provides for pre¬ 
emptive rights to the tenant but it does 
not seek to regulate the pi ice of land. 
In some States the price at uhich land 
ccmld Ik^ sold to th(* ti'iianl is fixc?d as a 
multiple of laud revenue and in Telen¬ 
gana and some other States it is a mul¬ 
tiple of rent. 

The major change's made by the Joint 
Select Committee to the Amendment 
Bill, 1970 relate to; 

(1) maximum rents; 

(2) exemptions of charitable and reli¬ 
gious institutions from some of the 
provisions of the Act; 

(3) machinery for settling disputes be¬ 
tween tenants and owners; and, 

(4) special terms and c'onditions gov¬ 
erning the leased out lands of small 
owners. 

The Joint Select Committee recom¬ 
mended the increase ol rents on irrigable 
lands from 25 to 30 per cent and on 
iinirrigahlo lands and lands irrigated by 
haling of water fiom 20 to 25 per cent 
though quite a f<*w meml^ers of the 
Committee insisted on retention of the 
original rents fixed in the Amendment 
Act. 

The Committee, having dteidej to 
^‘specifically save ifie lease of lands be¬ 
longing to or given oi’ taidovved for the 
purpose of religious and charitable in¬ 
stitutions”/ recomiiu ndiid exemptions of 
temple lands {tutu apiilication of sec¬ 
tions relating to fixation of fair rent. 

In the Act of .1950 the agencies vest¬ 
ed with the poueis of adjudication of 
disputes are Tahsildar and HUG. TJie 
Joint Select CoinmitttJe recommended 
substitution of Speeial Officers and the 
District Judge, respectively, for Tahsil- 
dor and RDO. 

The Joint Select Committee showed 
a special favour to small owners, own¬ 
ing one-half or less than one-half of a 
family holding as defined by the ceiling 
Act of 1961, by permitting them to re¬ 
sume land leased by them either for per¬ 
sonal cultivation or for sale at th<; com¬ 
mencement of the Amendment Act, 
while others who hold more than this 
specified holding could resume land 
only after the expiry of the lease period. 

The otlu^r modification made by the 
Joint Select Committee related to the 
ceiling limit for resumptions. Resump¬ 
tions are to be allowed in case of those 


who hold 3 family holdings instead 6f 
4 ^ family holdings fix^ in the orij^nal 
Bill. 

n 

In the preceding section we examined 
the provisKiiis of Amendment Act, 1970 
in rt'lation tii Act of 1956. In this sec¬ 
tion w’f SL*ek to analyse the conditions 
necessaiy for the success of the Bill in 
the light of studies relating to imple¬ 
mentation of Andhra Tenancy Act of 
1956 

Before examining the conditions ne- 
ccssaiy, n brief review of the rental mar- 
k('t in AP may be helpful. The (pies- 
lions relat(^ to the magnitude of tenancy, 
class t)f lenants and rentiers, level rjf 
lents, securit>' in relation to law, and le¬ 
gal disputes between tenants and land¬ 
lords. 

The magnitude of tenancy in Andhra 
Pradesh could be judged from tlie cen¬ 
sus data of 1961. According to the cen¬ 
sus 1961 of AP tlic percentage of tenants 
to total cultivators was 21.02; mixed te¬ 
nants 14.74 per cent and pure tenants 
6.28 per cent. The mixed tenants were 
mainly .small owners who took land on 
lease to supplement their uneconomic 
holdings. Considering the area, pure 
tenants accounted foj- only 4.22 per cent 
of the total operated area. The total 
owned and lcas<’d-in area of mixed ten¬ 
ants was 18.19 per cent. If 50 per cent 
of this area is considered leased-in, tha 
total leased in atva of this group will Ik; 
only 9.00 per cent. Thus the total leas¬ 
ed in area of all tenants in Andhra Pra¬ 
desh formed only around 13 per cent of 
the operated area.® But there were wide 
regional variations. The Deltas of Coas¬ 
tal Andhra had a larger percentage of 
tenants than Telengana and Bayalaseema. 
The percentage of tenants in eacli of 
the region.s was as follows: Coastal 

North 17.74; Coastal South 28.01; 
Rayalase(‘ina 20-21 and Telengana 
18.’53.« 

The picture that emerges from the 
1961 flata was that recorded tenancy 
was more significant in the deltas. Its 
significance was more in terms of num¬ 
ber than in terms of area. Some light 
is thrown on other questioirs relating to 
the rental market in the inquiry con- 
(luctetl by the Department of Co-opera¬ 
tion and Applied Economics, Andhra 
University in selected areas of Andhra 
Pradesh (in the year 1965*66). In the 
deltas tenants were mainly small owm- 
CIS who supplemented their holdings. 
Nearly 80 per cent of them operated 
less than a family holding. Similar con¬ 
ditions prevailed in Bayalaseema also. 
Even in terms of area small cultivators 
with less than one family holding ac¬ 
counted for 60 per cent of the leased- 
in area, and operators with more than 


twd fiitnily holdiaga* toughly 

for less than 15 per cent of total leased'* 
in area. The most significant fact is 
that threo-fourths of the total area leas- 
(*d-in in the deltas was owned by non¬ 
residents and only one-fourth by the 
residents of the village. Among the 
resident rent receivers, a very small per¬ 
centage belonged to those with more 
than one family holding. In terms of 
area, however, those with more than 
tlirce family holdings accounted for 
roughb' 20 i)er cent of the total area 
leased-out by the rural lesfdents, The 
picture that emerges from this is piat 
by middle 60.s tenancy had become a les.s 
important variable for purposes of in- 
ilucncing the income distribution pattern 
among rural jcsidents since lands own¬ 
ed by big owners were mainly self-culti¬ 
vated. The most .significant aspect of 
tenancy related to area owned by non¬ 
residents. 

The data relating to the level of rents 
given by the study is very striking. Rents 
continued to be higher than those fixed 
under legislation. This disparity wa.s 
more in the case of paddy. The study 
concluded that “the legislation has fail¬ 
ed to assure fair rents to the tenants”.’® 

Regarding security of tenants, the pic¬ 
ture was not hopeful either. It was re¬ 
ported in the study that even though 
“tenancy could be toiminated only by 
the due process of law large-scale evic¬ 
tions have been reported... In the deltas 
a significant proportion of tenants, near¬ 
ly one-fifth, have been completely termi¬ 
nated. In terms of plots and area the 
proportion was much larger”. The 
main reasons given for termination of 
Umancy were “resumption for personal 
cultivation” and change in ownership. 

With regard to legal disputes betwt'en 
tenants and landlords, the picture in 
Andhra region was one of complete dis¬ 
appointment. The study noted that of 
the total applications filed under the 
Act tenants' applications formed only 24 
per cent. It is also noted that “in. 
Andhra region the tenants succeeded 
only when they were confronted with 
institutions like temples... The tenant's 
fight against individual landlords led* 
invariably to a defeat from the former* 
in the courts".” The study concluded: 
“the analysis umnistakably pomts Out 
the formidable and almost hopeless task 
of ensuring fair rents and secure, tenure 
within the existing framework of the 
agrarian structure". One cannot but be 
.struck by the frustrating experience of 
tenants in the Andhra region» 

These results field inquiry relating 
to implementation of land refotms . in 
Andhra -Pradesh slK^uld not be surpris-*^ 
ing and similai* inferences are in fact 
deducible from, application of el^entary 
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suggests that regulation of rents and 
period of tenure in a labour surplus 
economy is tx)und to end in failure.^* 

in this context the task is really for- 
' midable and almost hopeless. In the 
absence of radical implementation pro¬ 
grammes even the Amendment Act will 
fail to promote its objectives, i e, con¬ 
ferring further benefits on tenants. 

The necessity for a radical implemen¬ 
tation programme is much more com¬ 
pelling since the ‘fair rents’ under the 
, legislation will be far below the market 
rents currently obtaining. Two conditions 
are necessary to ensure benefits to the 
tenants under the Act. Firstly, the tenant 
must be in a position to prove that he 
is a tenant in a court of law.^^ Secondly, 

. he should be jn a position to assert his 
right in a court of law. The first condi¬ 
tion is not fulfilled since*, in most cases 
the. tenant-landlord relationship is gov¬ 
erned by unwritten and unregistered 
lease deeds. Most of the lease deeds are 
oral. So the success of legislation will 
mostly depend upon ensuring that a 
proper record of tenancies is prepared 
and maintained at the village level. 
There should be specific provision in 
the legislation to set up village com¬ 
mittees, on which tenants organisation.*; 
are represented, for purposes of assist¬ 
ing the village officers to prepare record 
of tenants. Countries like Japan and 
Taiwan, in which such legislation was a 
success, adopted this procedure. 


6 ^^ 

could reBvsme land^ depriving even the 
poorest tenant of his source of liveli¬ 
hood. Non-residents whose occupation is 
mainly ‘other than a^culture* should 
not be allowed to resume their lands. 
Even in respect of those with agricul¬ 
ture as their main occupation, the right 
should be qualified and they should be 
permitted to exercise this right only in 
respect of tenants whose operational 
holdings exceed a family holdn>g. 

The definiUon of ‘personal cultivation', 
as noted earlier, leaves much scope for 
evasion. It will he impossible for the 
tenant to r»rovide pi oof to the effect that 
the landlord is not undertaking personal 
cultivation. The non-resident land 
owners who account for the bulk of the 
leased out area and whoso major occu¬ 
pation may not he agricoilture are also 
given the right to resume land for pui- 
po.ses of cultivation. This results in tw^o 
tilings. Firstly, tlic operational holdings 
of tenants will be reduc<'d in size ainl 
this w'ill result in growth of uneconomic 
units. Secondly, land will be transferred 
from persons who have experience in 
cultivation to those who do not possess 
this experience. Apart from injustict^ 
to tenants, this w*ill result in decrease in 
production and efficiency. 

While pre-emptive right is given to 
the tenant, the legislation does not re¬ 
gulate the value of land. The tenant has 
to piuchase the land at the market price. 
This makes the pre-emptive right illu¬ 
sory. In other similar legislation in 


The Amendment is an improvement 
over 1956 Act insofar as it jirovides for 
automatic renewal of lease after the 
six-year period, and it will enable the 
tenant to assert his right in a coiut of 
few without fear of the tenancy being 
tenniuated at the end of six years. But 
the -right of the tenant for autoinatic 
renewal is qualified by the right given 
to certain category of owners to resume 
land for personal cultivation. Resump¬ 
tions are allow’cd to those who hold 
less than three family holdings. The range 
of three family holdings in AP is* bet¬ 
ween 18 and 216 acres, depending upon 
the class of land. We saw earlier that 
in the deltas resident owners owning 
less than 20 acres account for four-fifths 
of‘the total leased-in area. This means 
that on four-fifths of the area llie pro¬ 
vision relating to resumptions will 
enable the owners to resume their lands. 

The amen<|pMnt further gave the right 
of resmnption to those who own one- 
half or less than one-half of a family 
bolding even before the expity of the 
lease period at the commencement of 
the Act This right is given to all irres- 
pecHve of ofher sources of income. 
Even vpty rich, people with non-agricul- 


nthcr States the maximum price* to bo 
charged from the tenant is also fixed. 
Nothing of this kind is provided jn this 
Act. If the legislation really wants 
tenants to e.xercise this right, it must fix 
the maximum price. Further no provi¬ 
sion is made to enable the tenant to pur¬ 
chase the land on instalment basis. Jn 
this context it is worth noting that in 
Taiwan land-holdings of a private owner 
in excess of three hectares were com¬ 
pulsorily purchased by the Covernmont. 
The compen-sation was tv\’o and one-hall 
times the gross annual yield of the lantl. 
The purchased land was resold to te¬ 
nants at the same price to be paid in 
instalments spread over ten years at no 
interest charge. 

The provisions of legislation must bo 
in cfinformlty v^ itb its objectiv<?s, i e, 
conferring further benefits on tenants. 
But the amendment seeks to <?.xepipt the 
Uevasthanam lands from the operation 
of provisions relating to ‘fair rent’. The 
reason given for exemption is the need 
for making the temples financially 
sound. It was tenants on temple lands 
who benefited by the Act of 1956. Tliey 
were able to establish the tenant-land¬ 
lord relationship, as the lease deeds 


Vme written. Now Iri. 
lands from the Act is to 
area in which tenants could resdly b^pdii- 
fit from legislation. So in faimq^vto 
objectives of the Act, •the clauses 
ing to exemption from the operation 
the Act should he deleited. Religid^ 
should not thrive on poor tenants. " \ 

ni 

Tenancy has become a less importsoiit 
variable to benefit the poorer strata qf 
the society since most of the land dwit*^ 
ed by the big resident land ovmers 
found to be self-cultivated. The impact 
of tenancy legislation on production ist 
also doubtful. 

Even to confer limited lienefits to a 
limited class of the rural poor, the pre* 
sent Tenancy (Amendment) Act needs 
to be modified considerably. Redefining 
personal cultivation, fixing the price of 
land along with giving tenants pre** 
eniptive right, lowering the ceiling limit 
for resumptions, not allowing resumptions 
ill case of non-resident land owners, en*- 
abling tenants to retain some land in 
t asc ot resumptions by owners, and ap¬ 
plying all the provisions of the legisla¬ 
tion to temple lands too are essential. 

Unless the Act is suitably modified 
along these lines, it will remain anotlier 
papeh- tiger. 
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Hindtt Backlasii Caused Akali Rout 

BalnJ Puri 


THOUGH the CongressCR) success in 
the mid'term Lok Sabha poll in Punjab 
conforms to the national pattern, it 
IS perhaps less baffling than the 
outcome in other States. It should have 
happened even without the Indira wave 
that swept across the country. The 
' wave, of course, made the success surer 
and enlarged its margins. 

Out of 13 Lok Sabha seats from the 
State, Coagress(R) won 10 seats, Con- 
gressCR) backed CPI 2 seats and the 
Akali Dal 1. In the dissolved Lok 
* Sabha Congress(R) had 7 seats, Con- 
gress(0) 1, Akali Dal 3 and Ian Sangh 
2. Congress(R) has wrested a seat from 
Cohgress(O) and two each from Akali 
Dal and Jan Sangh. 

The ruling Akali Dal was the main 
contender for supremacy in the State. 
Though it lost 11 of 12 seats it con¬ 
tested, CongressfR) does not seem to 
have made a serious inroad into its 
influence among the Sikhs. Actually, 
the Akali share of the votes polled 
increased from 27.03 per cent in 1967 
to 30.85 per cent in 1971. Part of the 
reason for the increase in the Akali 
Dal vote, of course, is that the party 
contested 12 seats this time against 8 
in 1967. But at least in three new con¬ 
stituencies where the Dal contested, 
its vote is not very substantial. More¬ 
over, its tally in 1967 included sub¬ 
stantial votes of CPI and CPI(M) which 
were its allies then and were its 
opponents • this time. 

* Large Suce of Haiujan Votes 

The bulk of the additional support 
that Congress has won this time thus 
came from the Hindus, as is indicated 
*by the precipitous decline in the share 
of Jan Sangh in the'total votes polled 
frnm 12.48 per cent in 1967 to 4.45 
^ per cent in 1971. This is almost equal 
to the InarCase hi the percentage share 
*of CongressfR) ifc/m 37.31 in 1967 to 
45.95 in 1971. As CongressfO) has only 
a nominal existence in Punjab, Con* 
greSs(R) inherited most of the follow- 
Inf of the undivided party. In any 
caser whatev^lt might have lost by 
defections tfT^ngressCO), whose share 
of votes wes 4i$(l per cent, was made 
good by the support of CPI with 
which CongressfR) was it alliance this 
tlaiie. In addition, as elsewhere in the 
country, CongressfR) got a much larger 
of Haiijan votes. The share of 
ybtes of the " Republican Fsrty (com¬ 


prising mainly of Hanjans) slumped 
from 42 per cent in 1967, to 0^45 per 
cent in 1971. Its lose was the gain 
of CongressfR)^ l^us while Akali Dal 
has retained its voting strength, addi¬ 
tional CongressfR) support has come 
mainly from Hindus, including Hari- 
jans. 

The massive shift of the Hindu votes 
from Jan Sangh to CongressfR) ~ 
over 3.50 lakhs out of 5.35 lakhs secur¬ 
ed by the former in 1967 — is neither 
inexplicable nor was it unexpected. In 
fact the Hindu vote in Punjab is as 
such neither pro-Congress nor pro-Ian 
Sangh. It is basically anti-Akali. In 
1967. it was sore with Congress for 
conceding Punjabi Suba and supported 
Jan Sangh in larger measure for the 
resistance it had offered to the forma¬ 
tion of what turned out to be a Sikh- 
majority State. The Hindus also hoped 
to share power with the Sikhs through 
an Akali-Sangh coalition. 

The coalition did symbolise Hindu- 
Sikh unity for a while. But it was an 
uneasy coalition from the very start, 
as the two parties represented 
divergent aspirations. As they inevit¬ 
ably drifted apart, the State administra¬ 
tion passed into the hands of an exclu¬ 
sively Sikh party. Akali Dal. And as 
the Sangh. with its seven members in 
the Assembly and its base confined to 
urban caste Hindus, is in no position 
Co replace Akali Dal. its Hindu sup¬ 
porters flocked round Congress(R) in 
a bid to defeat the Akalis. Con¬ 
sequently, with the exception of the 
Amritsar constituency, the Sangh candi¬ 
dates lost their deposits in all other 
constituencies. In Bhatind^ and Sangrur 
also, where Congress(R)-backed com¬ 
munist candidates won against Akali 
rivals, the Hindu votes proved deci¬ 
sive. The Hindus had not become pro- 
communiat just as in other constituen¬ 
cies they were not pro-Congress. They 
voted for candidates who could defeat 
AkaUs. 

The sole seat that Akali Dal has won 
is Pazilka iii4iere t)ie State Chief Min¬ 
ister's brother defeated, In what is con- 
sideced to be the costliest contest in 
the Slate, hia Congress rival by a paltry 
macahi of 5,000. Here Hindu voters 
seem to margUially miscalculated. 
For, Ten; Silhhh*s share of over 34.000 
votes was responsible for the defeat 
of CongressCR) and the victory of Akali 


Dal in the constituency. But the 
ness of the margin and the poc/t: 
by the Ian Sangh candidate cpotoifii^; 
the trend witnessed in she rest of 
State. - 5 -’ 

It may, however, be noted that while. 
the successful CPI candidates and Hie 
Akali candidate have won by narrow^ 
margins^ the Congress(R) has won 
somely. In the four constituencies of" 
Patiala. Ropar, Ferozcpur and Taran 
Taran, the contest may be called fair; ' 
the CongressfR) margin of victory rang¬ 
ing between 40-60,000. But in the rest 
of the five constituencies — luHundur, 
Hoshiarpur, Amritsar. Gurdaspur hnd , 
Philaur — the contest may indeed be 
described as one-sided. The Con^ 
gress(R) candidates led their nearest 
rivals by margins ranging from 90,000 
to 1.75,000 votes. 

This is a measure more of retribution 
by the Hindus of the Punjab for the 
complete denial to them of any share! 
in political power by Akali Dal than 
of any change of heart, In a State < 
where they number 46 per cent and 
matter practically in every parliament- 
tary constituency, they could no lon^r 
tolerate an exclusively non-Hindu Gov¬ 
ernment. Their voting behaviour is 
thus the most important clue to the 
understanding of the present election 
results as well as of the future trends. ' 

Kak-Rk\c;hinc Impact 

Far-reaching consequences are likely 
to follow from the reverses suffered 
by the ruling Akali Dal in the State. 

It is true that unlike Lok Sabha con* 
stituencies, most of which are mixed, 
some assembly constituencies are pre¬ 
dominantly inhabited by the Sikhs 
where Hindu votes may not be so 
decisive. But significantly, in the 88 
assembly constituencie.s covered by the 
11 Lok Sabha constituencies contested, 
by CongressfR), the party established 
a lead in as many as 78. The Cong- 
4ress(R)-backed CPI, which contested 
two Lok Sabha seats, covered 16 as¬ 
sembly constituencies and led in nine 
out of them. Thus the CongressfR) 
alliance led over its rival Akali Dal in ; 
87 out of the 104 assembly constituen¬ 
cies. 

If the current Akali-Congress pola- ^ 
risation grows further, Ian Sangh 
would lose its capacity to split Hindu 
votes which would make the Akali 
position even more vulnerable. Akali 
DaFs only hope lies in the revival of 
Jan Sangh which is possible through 
either Akali-Sangh polarisation or col¬ 
laboration. Though the idea of colla¬ 
boration is in the air, judging from ^ 
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Mauritius in just 6i hours. 



M4«U 


710 


past experidticet its chalices shautd not 
be rated high. Much • of the eirfbtional 
appeal of the two parties rests, for 
instance, on their stands on the place 
'of the Hindi and Punjabi languages 
' respectively. Any watering down of 
their positions by either of them, 
which is implicit in any experiment in 
coalition* would rob them of much of 
their raison (tetre in Punjab politics. 

A return to Sikh militancy can, of 
course, provoke Hindus to rally round 
Jan Sangh. In fact, as an immediate 
reaction to its poll defeat, the militants 
in Akali Dal have revived their de¬ 
mand for a Sikh Homeland. 

As stated earlier, the swing of Hindu 
voters in favour of Congress(R) and its 
ally CPI does not imply their rejection 
of the Jan Sangh ideology. With Hindus 
constituting as much as 46 per cent of 
the ' State’s population, Jan Sangh 
should be able to symbolise the 
entire Hindu discontent and be a ere- 

SOUTH 


IN Kerala the CPl(M) leadership might 
comfort itself with as many statistics as 
it pleases with regard to the percentage 
of votes it has polled but the hard poli¬ 
tical reality is that it has tailed to stop 
the proct\ss of its isolation. I'ht; parties 
supporting the Achutha Menon Ministry 
have well over 60 per cent of the elec- 
behind it — considerably more, 
for example!, than the support won by 
the Indira Gandhi-led Congress in the 
country as a whole. 

Quite evidently the politically con¬ 
scious electorate of Kerala has come out 
decisively in favour of the Centre-Left 
coalition that has come into being in that 
State since 1969. And the Chief Mit\istei 
was far from indulging in rhetoric when 
^he said that in time the CPI(M) would 
also fall in line. There is very little op¬ 
tion left for it. As the Budget of the 
Assembly revealed, it really has no al¬ 
ternative programme or policy or line of 
mass action to propose. Apart from 
preaching the futility of the entire sys¬ 
tem — in whid^case why does it want 
tOv form on iStemative Ministry within 
this system? and, calling for a head-on 
clash with the Centre, it is able to offer 
only marginal comments on the actual 
proposals and performance of the Min¬ 
istry. Being ia the wilderness may have 
poetic, d^arm but it Is disastrous for an 


dible cont«ider for power.' But there 
is a snag. Harijans who constitute al¬ 
most 20 per cent of the population of 
the State are completely immune to 
the Sangh’s influence. As a party of 
the urban middle classes the Sangh has 
also a very limited hold over the work¬ 
ers and peasantry. 

As fan Sangh's incapacity to out¬ 
grow its ideological limitations has 
now been exposed, Akali Dal’s hopes 
of retrieving its position through a 
polarisation with the Sangh seem limit¬ 
ed. This leaves only one option for the 
Dal — to secularise itself and throw 
open its doors to non-Sikhs. It can 
then aspire to be a genuinely regional 
party on the pattern of DMK instead 
of being a communal party as it is 
today. It can hope to rope in some part 
of the discontented elements of Hindu 
society and thus remain a viable al¬ 
ternative to Congress. Some serious 
thinking on these lines is already dis¬ 
cernible in Akali ranks. 


intt rvcntionist-oncntcd party. What may 
hapi)cn is that a section of the cadres of 
the CPI(M) would be increasingly at¬ 
tracted to tho outlook of the Naxalites 
and indulge in that senseless type of ac¬ 
tion that would lead to decimation and 
might create temporary disorder. And 
the mass base of that party, which is 
very large and oiganised, would remain 
inactive and confused at a time when 
decisive events are taking place in the 
country. And it cannot remain in that 
position for long. For how long can it 
l>e kept pepped up by success in West 
Bengal aspecially when it is realised that 
the 20 Lpk Sabha seats of the CIT(M) 
there were won on a 35 pe^ cent vote? 

Not the Oni.y Ii.i.usion 

But the CPI(M)’s is not the only illu¬ 
sion. Its tactic is based on the under¬ 
standing that the Congress led by Indira 
Gandhi would revert to its past practice 
and try to re-establisb its one-party rule 
in the. State, It must b? said, how’ever. 
to tho credit of the Congress(R) in Kera¬ 
la that $0 far it has not given any indi¬ 
cations of such ambitions. Surely, the 
new activists of that party realise that 
1971 comes after 1967* ie, after failures 
of policy had' led to a decisive dent 
being made in the Congress mass base 



and pofitica} influence. And ft is $ ^igid- 
ficaht fact that in all tho three Sfat^ 
where Assembly elections were 
simultaneously with the Lpk Sabha 
the Congress(R) was by no means able 
to re establish its lost power. It is Coali-' 
tions tliat are the order of the day. Of' 
course, the configuration of the presentv 
coalition government in Kerala may un¬ 
dergo some changes but it is scarcely 
likely that there will be a reversal o( 
the present trend. 

Tamil Nadu presents amjther intcrc^t'^ 
ing aspect of the same truth. It is intc- 
nesting to recall that almost all 001111111 * 41 “ 
Uitors were of the view that the DMK 
would suffer an eclipse, that Kamaraj 
would be able to .stage a comeback, es¬ 
pecially since the Congress(R) had de- 
cidi‘d not to participate at all in tht‘ As¬ 
sembly ^'|pctions. One w-as always scep¬ 
tical ot this analysis and u'onden‘d how 
and why Tamil Nadu would prove to -be 
tho exception as far as tlu* general Left¬ 
ward shift in Indian politics was con* 
corned. Moreover, there was the addi- 
liona! factor that in the DMK the 
enormous petty-bourgeois mass of the 
St.iU* has found reasonably appropriate 
political ariiciilatioii. And nothing that 
it had done in the four years in offjc^.t 
had substantially its capacity to 

continue to fulfil this role. It had not 
become a party with a different charac¬ 
ter and theiefore, had not lost its essen¬ 
tial .ippeal. While the pull .and piessure 
of the vt'sted interests elf-a-ew the DMK 
should not b(‘ iinderestiinatecl, there 
vx’ould always be failures in assessing it 
it one overlooks the relatively indepen¬ 
dent political positions and formations 
corresponding to the interests as well as 
the ideological-political makeup of the 
petty-boiirgeoisie. 

Radicalism was us much in the air in 
I’aniil Nadu as elsewhere and the open 
alliance between Kamaraj and Rajaji 
scaled the former’s fate. But the radi¬ 
calism was not a "pure” L,eft one. Its 
thnist was and is in the direction of so¬ 
cial transformation but with as broad a 
united front as possible. Haphazard or 
nisheil through changes is not what the 
far from desperate and lai from impo* 
verislu d petty-l>ourgeoisie desires. Sim¬ 
ple denunciation of the DMK, tficrefoie, 
cuts no icti as the CPJ(M) discoveicd to 
its discomfiture. 

Similarly, the Congress led by Indira 
C^andhi had to learn tlic hard way that 
it would not do to tiy' to reimpose pre- 
1967 i)atterns on a situation which is 
characterised by a far higher degree ol 
political awareness and participation on 
the part of the toiling and semi-toib'ng 


Reality and Illusion — II 

Mohit Sen 


rii 



f 

strata ot society. Dynamic Centrism 
suffered a most grievous defeat, periiap^ 
only a Ibhade le^ than that suffered by 
the Syndicate. It is true that the DMK 
and its allies derived considerable ad¬ 
vantage from being part of the general 
mainstream which boro aloft Indira 
Gandhi. But in Tamil Nadu clearly they 
were main part of tlie mainstream. In 
this State as well it will be essential in 
the coming period to mobilise as exten¬ 
sive a front based on struggle as possible 
in order to push on to ailvuncc* fiuthei 
to the Left The DMK being what it 
is this will not happen aiitomatical)> and 
a skilful use of the tactic of unity as well 
as struggle would be H'quiri’d. 

ThIUMI‘11 ok liANDim Cl.ASSES 

In Andhia it might look as if the pro¬ 
pertied and especially landed classes had 
triimiphed. And it is eertaiiily part of 
the reality. The MPs of the Congress 
led by Indiia Gandhi — many of them 
— would do credit to the Swatantra 
and Syndii-ale. And who knows in lime 
as to where they will iinaliy land up! 
But a far greater part ol the leality is 
that in this State as well it is an im¬ 
mense pt>pular awakening that one wit¬ 
nessed. And in tho forefront of this 
awakening were the petty propertied 
strata. And the petty l>ourgeoisic here, as 
(dsewhere, has extensive; connections 
xWth the toiling classes. It is this con- 
glomerate mass that felt challenged by 
the Svvatantra-Syndicate combine and 
saw in Indira Gandhi their ssTnlxil. Axid 
becaUvSe there w«vi a ge.juiinc confronta¬ 
tion behvecn the Right and this awaken¬ 
ed mass, the other parties tended to get 
squeezed out. Both the CPI and lh<- 
CPI(M) achieved relatively poor results 
becaxise of this fact but even more be¬ 
cause sincti the rather even split of the 
Communist movement in this State — 
and for some years before that — work 
and struggle among and of the basic 
toiling masses has l>een on the down¬ 
grade. The sliift of the base to the ag- 
riculhiral workers and the steady politi¬ 
calisation of this base has been far from 
achieved. It has only recently been ini¬ 
tiated. Because of this lack of solidity 
about tile work the spontaneous turn of 
the poor, in particular the younger gene¬ 
ration, was in the direction of the Prime 
Minister. In this him a great deal of il- 
liLsion is, undoubtedly, involved. Th<? 
Congress(R) in Andhra or, indeed else¬ 
where, is not the most appropriate 
vehicle for the awakening of these 
sections. But the reality of this awaken¬ 
ing as part and parcel of the massive 
Congress(R) win in the State should not 
Imj overlooked. 



It is no coincidence that the sweep of 
the Congrcss(R) victory stopped in front 
of the districts of Telengana. With far 
less financial resources, with very poor 
leadership and with all manner ol schis¬ 
matic trends very much in evidence, the 
Telengana Praja Samiti was able to with¬ 
stand what is called the ^Indira Hawa 
and win 10 out of the 14 seats. And 
in Telengana there was quite some ad- 
iustnieiit and understanding Iretween the 
GongressfR), the CPI and the CPI(M). 
It is a considerable achievement by any 
standards and shows that the petty 
bourgeois swing towards separatism still 
has considerable momentum. It is no ac¬ 
cident that the TPS campaign, by and 
large, insisted that there was no basic dif¬ 
ference betw^ecn it and the new radical¬ 
ism of the Congress{R). The insistence was 
upon the demand for separatism as part 


of the natiPnivide deimiKi for a inoro 
just soclial ordering. And cort^n- 
iy, illusioD pushes in. Grievanoes the 
people of the Telengana region certain¬ 
ly have. And they have been unjustly, 
treated over the past 15 years. But se-r 
paration is certainly no solution and 
would not end the disparity nor signiff- 
cantly ease the frustration. A separate 
Telengana would represent a setback, in 
the first place for the people of the re¬ 
gion themselves. 

And now the Assembly elections arc 
said to be almost certain. There was no* 
need for them. And it would certainly 
have helped had Brahmananda Reddi 
been lifted to the Centre. But should 
the elections come the effort from the 
Left must be to give more substance to 
the mass awakening, bringing it nearer* 
to its reality. 


WEST BENGAL 

CPI(M) Stems the Tide 


THE emergence of the CPI(M) as the 
largest part>' in tho State Assembly, 
with 111 seats out of 277 so far filled 
up, and this party's feat in winning 20 
of the 40 Lok Sabha scats from this 
State are staggering achievements, con¬ 
sidered against the prevailing political 
background. . Fighting practically all 
alone (the other allies in the so-called 
United Left Front forged by it having 
contributed little more than their sign¬ 
boards to the common resources) 
against heavy odds ranging from a ter¬ 
rific propaganda barrage from Press and 
platforms to direct and murderous phy¬ 
sical onslaughts, the CPI(M) has been 
able to improve significantly not only 
its own position, but also to safeguard 
this State from being swamped by the 
nationwide tide in favour of the Con- 
gress(R). Herein lies the national signi¬ 
ficance of the CPI(M)s performance in 
West Bengal. The Party has succeeded 
in protecting and projecting an alterna¬ 
tive focus of fundamental opposition to 
the social-political hegemony of the 
bourgeoisie who have apparently fully 
emerged from their own internal crisis. 

Congji£ss(R) Lo3Es Votes 

Although the CongressfR) has made 
an impressive advance in terms of 
seats — from 38 in the dissolved House 
to 105 after this election — it has fail¬ 
ed to retrieve its old mass support. 

The CPI(M) has tnereaoed its total, 
votes to 4.23 millioii in the ment At- 
sembly elections from 2.29 
lion in the fourth general elections 
(1987) and 2.68 mi&ion in the mid- 


term elections (1969). In other words, 
the party has increased its votes by 
1.94 million and 1.55 million over its 
1967 and 1969 tallies, respectively. 

The Congress(R), on the other hand, 
has secured 3,73 million votes this time 
compared with the 5.20 million in 1067 
and 5.54 million in 1969, secured by 
the undivided Congress. Even adding 
the 7.39,000 votes polled by the Con* 
gress(0), the total Congress votes in 
the recent elections are 1.4 million and 
1.7 million lower than the figures in 
1967 and 1969 respectively. The move- 
menr of popular votes between the 
CPI(M) and undivided Congress thus 
totals over three million — ih favour of 
the CPI(M). 

Both the CP1(M} amd the Congress(H) 
have, however, secured disproportion¬ 
ately more seats compared to their 
shares hi the totd popular votes. By 
securing 32 per cent of the votes the' 
CPl(M) has bagged 40 per cent of tiie 
Assembly seats. The shares of the Con- 
gressfR) are 28 per cent of the votes r 
and 34 per cent of the seats* In other 
words, both the parties have benefited^ 
from the splitting of the opponenta* 
votes. But the CongiressfR)' has redly 
benefited much more than the CPl(hQ 
in this respect* A computatiom of the to* 
tal votes polled by tbe^t^gining candi* 
dates shows that the average vole pet 
winning CongressfR) candidate was 
19,550 compmd with 24,145 per 
wifiming CRKM) candMble. 

The sanie pMtint is revealedt i4ad in 
the returns of Ae Lok SMm 
Table on p7l3). It wiil be sooa that Iha 
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ECONOMIC AND POjUJ^AL WjEEKtr 



Lok Sai5Ha £i£ciioN IN West Bjbngai^ 



CPI(M) 38 20 4,485.825 35.88 118.048 4 

C:oiigrtib.s(l{) 32 13 3.399,407 29.59 115,600 3 

Cn 15 3 1,380.813 11.04 fl2,054 5 

CoiiKrt'Ss(O) 34 nil 917,147 7.a3 26,974 30 


average number of votes iX)lled by the 
candidates is the highest in the case of 
the CPJ(M). The incidoiicc of forlVi- 
tuie of (Icpo.sits, on the other hand, is 
the lowest lc)r this party — one foifei* 
tore for ovciy five successful contes- 
•tants as agairrst ixn- 4.3 .Successful 
contestants in the case of Congress(H) 
and one jitM 0.3 successful contestant 
in the cast' of the CPf. 

IfouD ON Indu.stkiai. Aueas 

Moie significant in terms of real strik¬ 
ing power is the CPI(M)*,s sweeping vic¬ 
tories in the indu.stiial regions. All exce^^t 
about hall a dozen out of tlie nearly 40 
scats in the greater Calcutta (excepting 
the city proper) and the Durgapur-Asan- 
sol industrial aieas have been annexed 
by this party. The rest have mostly 
gone to Congrcss(l\), Garden Reach — 
the only seat in ah indirstrial area held 
by the CPI — has /leen wrested by the 
Congre.ss(K) this time. 

'rhe CPI(M) has likewise annexed the 
six Lok-Sabha seats from the industrial 
regions ol Barrackporc, Hoogly, Se/am- 
porc, Howrah, Uluberia and Asansol. In 
the Calcutta East Lok Sabha constituen¬ 
cy, its candidate, a little known college 
tachor, lost to' the veteran CjPI parlia¬ 
mentarian, Hiren Mukherji, by a margin 
of only 2,300 votes. Jn some of these 
Lok Sabha seats, like Barrackpore and 
Calcutta East, the* Congre.ss(R) had not 
set up any candidate.s of its own, but 
had lent its unofficial support to the-CPI 
candiilates. 


In the two prestige contests at Ba- 
ranagar and Durgapur, the CPI(M) has 
come out with flying colours. In the 
first, all-in unitN horn Jan Sangh to 
CPI behind Aj<w Mukherji and largts 
scale violence against the CPI(M) not¬ 
withstanding, Jyoti Basu emerged victo¬ 
rious with a margin of over 11,000 votes 
compared with the margin of 17,592 
votes secured by him with the support 
of all the anti-Congress parties in the 
pnivious midterm polls. In Durgapur, the 
CPI(M) candidate, Dilip Majumder, has 
n^tained his seat b-oin prison with a 
larger margin than before. 

As against all these pluses, the CPI(M) 
has suffered serious reverses in the city 
of Calcutta, the heart of this State, 
where it has lost to Congress(R) six of 
the old Assembly seats and the only I..ok 
Sabha seat earlier held by it. With five 
scats won by it against the 16 annexed 
by the Congre'is(R), it has conmied un¬ 
disputed precedence to the latter Jn this 
traditionally red city. 

An inevitable consequence of the large 
accretion of strength to the tu^o polar 
cxtreim's has been a hard squeeze on the 
middle- The Bangla Congress which 
dreamt of playing a pivotal rol(‘ in the 
anti-CIT(M) (Configuration in this State 
lias Ijeen reduced to five MLAs as against 
33 in the previous Hoiise^ Similarly the 
strength of the CPI has be<.m reduced 
to 13 (from 30), and of tire FB and the 
RSP to three each from 21 and 12 res¬ 
pectively. Only the Muslim League has 
increased its tally from three to seven. 


while the SUC has been able to. refttillSf 
its old strength, also at seven. The 
middle Injtween the Congrc8s(R) and 
CPI(M) has Ixren ^reduoad from IW 
in the old House to only 01 in ' 
piesent. 

Though the CPRM) and {Is allies 
in the United Ix‘tt Fiont (ULF) havn 
cinergi'd as thc^ largest bloc in the nw,\ 
Hou.s<’ with a total stnt*i1glh of 123, and ' 
though the SUC and RSP have expressed 
their prcterenc'e for alliance with this 
bloc, the CPI(M), even with their sup¬ 
port, is still six short of absolute 
rity in the present House of 277, with 
elections for three seats yet to be held* 
Paradoxically, in spite of the severe 
mauling it has received in the elections 
just held, the CPi with its 13 members 
has come to hold the decisive balance 
between the Congress(R) and the CPI(M) 
blocs. After a longdrawn and farily a<> 
limonious debate, the CPI State Coun¬ 
cil has expressed itself in favour of 
conditional support to the Congress(R). 
But efforts are still continuing to bring 
the tu'o Communist Parties together. 

Even if the Cougress(R) is ultimately 
enabled to return to power in this State 
aftci a lapse of four years, its tenure in 
office can only be precarious. First, the 
CPT(M) in opposition with its formidable 
strength among the organised working 
class and the peasantry and with the 
present mood of the Bengali people, par- 
tif iilarly inspired by the glorious strug¬ 
gles ol then hiethren across the Padma, 
can be- reli(*d upon to prove itself cf 
much more than nuisance value. Se¬ 
condly, a hclerogeneous alliance with 
the Bangla Congres.s and Muslim Lea¬ 
gue at one end and the CPI at the 
uthci, in thi.s tension-tom State, cannot 
be as smooth as in Kerala. Thus ihe 
basic framework of a deadlock will con¬ 
tinue; to per.si.st in We.st Bengal till 
another gtaieral election, .sooner or later, 
possibly tilts the balance; one way or the 
other. 


• In the ruial areas of the advanced 
districts, the CPI(M) ha.s done reinark- 
*ably well. The total tally of the party 
in * 24 Parganas, Burdwan. Howrah, 
Hoogly, Nadia and Blrbhum is 72 out of 
a total of 136 as against Congress(R)’s 
20. The only area where the traditional 
support for Congress has been fui- 
ther c<jnsoUdated around Congress(R) is 
North Bengal. In this area 34 out of the 
45 seats were bagged by the Congres.s(R), 
including all the 11 from West Dinajpore. 
Even in this zone, the CPRM) has made 
some gain by winning one of the Bve 
scats in Darjeeling and the sole Lok 
Sfi^bha seat in the same cUsbict. 



8DBSCRIPTI0N KATES 



Inland 

Foreign 




(Surface Mail) 


Six months 

Rs 32 



One year 

Rs 60 

Rs 75, S 10.00, 

£ 4.25 

Two years 

Rs no 

Rs 140, $ 18.75, 

£ 7.75 

Three years 

Rs 160 

Rs 205, S 27.50, 

£ 11.50 


Foreign Air Mai! 

Rates on Inquiry 


1 Concessional Rates for Students, Teachers and Researchers I 

1 Six months 

Rs 13 

One year 

Rs 25 1 

1 Two years 

Rs 45 

Three years 

Rs 65 1 

1 Concessional Rates Are Not Apidicable to Institutions j 
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REVIEfWS 


Administering Agricultural Development 

P K Mukherjce 

Administering Agricultural Development by A P Barnabas and Donald 
C Pelz; Indian Institute of Public Administration, New Delhi, 1970; 
pp viii + 145; Rs 10. 


ONM of tin; iiJipoitiint t.utoj.s responsi¬ 
ble lo) tlic tardy iinjileiiieiilation t»f 
Plan pro^ramiin's in general and agrf- 
cnlt'n.il proginnjin‘'s m partiniiai has 
been tJie uiefliticuf admini.sti.ifive stiuc- 
tuje and ori^anisalioii .nnl ineffective po¬ 
licies in tlu- eoTitext ol present-day 
needs. 'rins view w.is widely .shared 
at least till the year 1905 when the 
I)it'aklhr<nn.di in amicultnie th^ou^^h the 
high-> iehlini' set'd vaiiets programme 
beeanie a jx^^sibihts. In fact, an op- 
X>osih' View alt) act mg the attention of 
nmny einrentl) w hic h slates that in 
spite ol an "unt-ol -datr’ bureaucratic 
striu;tine ol adnnnisliaticai still persist¬ 
ing, the inaieh ol new’ technology in 
agricultnie is making rapid strides. 
rerhnj)s, this view is sonK'what exagge¬ 
rated and lacks ptirspcctivo. Neverthe¬ 
less, it may be nst-ful Uj consider whe¬ 
ther file role of administration in the 
current develojanent piogr.iTnmes in ag- 
riculluK* is a.s impoilanl a*, it was at 
the heginniiig ol tlic' planning era. 

No I Um-.M'IX, I rn 

The present slnd> is a nsidul addi¬ 
tion to the liteialnu' on piohU'ins of ad¬ 
ministering agiieuUnial tU’velopinent 
programmes. The study is based on 
field surveys eondiuled in tlie three 
States of Pimj'dh (including Haryana), 
Uttar J^iadcsh and Ibaj.islhan. Tn each 
Stale, nine* giam panchayats wore s(‘- 
lecled from nine blocks in thice dis¬ 
tricts. Frmn (suh gram panchayat, ten 
cultivators were (ho.sen for detailed iii- 
tcTvicAvs. In advlilion, "‘all ofHciuls and 
non-officials having some responsibility 
for agiieultiiral programmes at district, 
telcsil, block and village It'vels were 
inteivitwv(‘d''. Two detailed (|ucstion- 
naires were eanva.ss<‘d, one for the w- 
leeted culHvaloi sample, and the other 
for the officials ami memhor.s of village 
institutions, eg, the co-opeiativo and 
the panchayat. Tin- questions asked 
werf» most)}' open-endL'd elicib'ng 
ai'.swcis oi ‘\es-no’ l\pe. The answcis 
have been analysi'd in loui s’Ctions: 
(J) cuUivatois' u actions to the iinple- 
mtmtation of agiirultural piogrammes 
(such as adequacy and timeliness of 
tlie supply of inputs, contact with offi¬ 
cials and non-officials); (2) co-ordfna- 


iion U'twi'eii tlilfercnt departments and 
functioiiarie.s, (3) initiative taken by the 
diffeient official functionalics; and (4) 
the channels of coininunication that 
exist and theii effectivcnes.s. 

Tlu^ conclusions of the study can 
hardly reganle'd as new or iine.xpect- 
ed. Delayed ami inadequate supplies 
of inputs, lack of exj-ordination both 
within and between different develop¬ 
ment agencies and also between officials 
and non-officials, centralised character 
of decision-making leading to ah.sencc 
of initiative at the lower levels of the 
hierai'cby and the defective communi¬ 
cation system and ineffective cominuiii- 
calion media adopti^d have been "emn- 
mon' knowledge based on experiencs^ 
and other studies for a long time. Sug¬ 
gestions have lx‘en offered here and 
there for improving the existing situ¬ 
ation in all the above fiekls. 

The authors—a sociologist and a pub¬ 
lic administiation expert — chose a 
difficult hut potentially usclul project 
in detailing tlie pitfalls and lapses in 
the administiativc organisation and 
procedure of the State governments and 
higlilighting the role and importance of 
inter-human relation .ships so vital for 
achieving the results of the agricultu¬ 
ral development programmes. All 
praise for them. But it is necessary to 


raise two fundamental questions about 
the iisefIllness of the study. First, have 
the autliors shed any new light on the 
problems they have examined? Second, 
if thc\' have, are the.w new insights 
hascxl on 1955 cxpericncx^ relevant in 
the (hangi'd cireiiinstanccs of Indian 
agiiculturc today? Before 1 attempt 
to give my own comments on these two 
questions, I might as well raise at this 
stage some doubts about the rcs^arcli 
df'sign itsvU. 

Sa\ivljs Dksign 

First, about the .sample design. When 
the locus of the study was on the effec¬ 
tiveness or otherwise of the implemen¬ 
tation of agricultural development pro¬ 
grammes, one would have expected that 
the impoitance of the agiieultural de¬ 
velopment programmes and the level of 
tlicir implcmi'nlation .should have I'Xvn 
the guiding criterion for the .selection of 
districts in each of the thnv States. 

In.steai-I, “different criteria for stratifi¬ 
cation w'ere used in i»ach of three States 
as no one set provided a rational basis 
for uniform stratification” (p 6). In fact, 
the appropiiale criterion was followed 
in the si*lf‘ction of blocks. I wonder how' 
far the data would be useful for the 
ol)jective in view when the districts 
themselves were selected on different 
criteria in each State and the blocks 
were selected on an entirely different 
basis. It follows from this that it is un¬ 
sound statistically to aggregab' the dat.a 
of all three Stites. Yet this is tho basis 
of the analysis. Even if the same cri¬ 
terion had beeu followed, it would 
both more rational and more useful to 
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present the anttlysis State by State or 
even district by district. 

Thus my second dcnibt relates to the 
• design of analysis followed by the au¬ 
thors. The authors have presented the 
data aggregated for all the States to¬ 
gether. This follo^^'S from the basic ap¬ 
proach of presenting the frequencies of 
Ves-no' answers item-wise. One could 
accept this approach with a little re¬ 
servation if the data wore strictly of a 
quantitative nature and if the objective 
-was to draw some quantitative findings 
or to constnict a quantitative model. 
The causative analysis of (quantitative 
varialdes — dependent and indepen¬ 
dent — may, perhaps, have endured 
such an aggregative approach. 

In the pn»sent case, however, when 
the authors are serious about finding 
out not only thci existing situation, but 
rrioi'c important, the factors which might 
(explain such a situation and these fac¬ 
tors are in thcj lealni of administrative 
organisation and proce(Im(^ and intei- 
hiiinan contact and lelationships, one is 
pained to find that tin-* valuable data 
have been steered into the big cauldron 
of State aggregates. Tlie pity of it is 
that nowbt^re in the repojt are the names 
of the selected districts and blocks 
given. Thice gioups of p(‘op]e were 
involved as respondents — cultivators, 
officials and non-ofricials. At jdaoes in 
th(j report, one linds that the answers 
given to the same question by the three 
giouj)s are vciy differt‘iit. One does not 
know whether this is significant or me- 
lely due to the aggn^gative method of 
analy'«is followed throughout. It would 
he u.s(dul to subject the same data to 
(comparative analysis by keeping the 
identity of States, districts and even 
of blocks. 


Celling back to the two fondatneo' 
tal questions raised eatlier, in my 
view, the authors have failed to give us 
any import^t new Insight into the pro¬ 
blems studieil for two reasons. In the 
first place, the research design — both 
of sample selection and of analysis, 
more particularly the latter — is itself 
largely responsible for the failure of 
pinpointing specific pitfalls and lapses 
of tfic administrative organisation and 
procedure and si>ecific remedies to re¬ 
move these. Secondly, a purely qualita¬ 
tive study involving the collection of 
‘y(*s-no' type answers cannot fulfil tfjc 
()l)jectives of such a study unless it i.s 
supplemented with some quantitative 
indicators or checks. 

OUTirAIEU IlYrOiHESES 

Finally, we have been wedded so long 
to a situation of traditional agriculture, 
and the liypothcscjs and premises w(’ 
start with in framing a design for a 
study into problems of agricultural de¬ 
velopment have been tailored to that si¬ 
tuation. Now that agriculture has 
stinted moving under the thnist of bio¬ 
logical and chemical innovations, it 
may be that these hypotheses and pre- 
iTii'ies have bccxHiK*. outmoded and need 
(.(unplele overhauling. Should not we 
field-riisearchcrs try to move with the 
tinu's and recast our survey design to 
stud)' scientifically the role of institii- 
liou in a deoelopitig agriculture? 

(')ne last comment. The field study 
was \mdeitaken during Scptcfuber- 
December 1965 and the results pub¬ 
lished in Mdich 1970. It is uiii)ardon- 
able that it has taken such a long lime 
to publish the findings on a subj(?et of 
current importance. 


Grow More Food Policies 

S Sengupta 

Agricultural Policy and Food Self-Sufficiency; ed S C Mathur; Asso 
•dated Publishing House, New Delhi,1970; pp xi 4- 171; Rs 21. 


.IN 1959 a Ford Foundation learn of US 
agricultural experts was rushed to India 
to suggest ways to meet the alanning 
f(XKl crisis which was manifest in the 
over-increasing dependence on imported 
foodgrains, particularly from the United 
States. Thaf^v^s a period when India 
had embarked on a path of industriafisa- 
tion with the emphasis on industries 
with a long gestation period. These 
Industrialisation plans were then, close to 
foufMering on the rocks of a food crisis. 

The Ford Foundation experts made a 
l)urric^ne* tour of India and suggested 


a ‘crash' programme fur trebling the rate 
of increase in production, “of achieving 
an average 8.2 per cent rate of giow'th 
for the ‘next 7 years' as against an 
average of 3.2 per ermt achieved during 
tlie period between 1952-53 to 1958-59“. 
This programme envisaged an increase 
from an existing 70 million tons to 110 
million tons by 1965-66. The strategy 
suggested by the US experts and duly 
taken up by the Government of India 
was aiine<l at a»nccntrating on the deve¬ 
lopment of areas endowed with a suit¬ 
able Infia.s'tructure. This became popu¬ 


larly known as the package prograimae*: 

Self-sufficiency in fexx! beoome 
slogan, .specially alter file twe? conflitti"!i 
with China and Pakistani India's oeod V^ 
for scll-sufficieiicy — in the very • 
restricted sen.se of Ixang in a position hf 
dist'ontinue imports — was also higji-! ; 
lighted by the devaluation of the 
Following steady but veiy slow progress , ' 
upto 1964-65 (88 millioti Lons), the two 
unprecedented droughts in 1965-66 arid /,- 
1966-67 nece.ssilnt(‘d an additional im- ' 
portation of 20 million tons of food-' 
grains in 3966 and 1907. 

In 1968-69 India produced 08 miliion 
tons (insb'ad of the Imped for ‘110 
million tons by 1965-66) which entailed^ 
the import ol 4.37 million tons of PL , 
480 f(XHlgrains in 1909-70. While this 
constitutes a definite tiding over of the 
ominous situation of (earlier years, self- 
sufficiency, ev(Mr in iht; most restricted 
sense, remains a far civ. This is so in 
spite of the so-called Cn^cn Revolution. 

The book reviewed is assessed with 
this broad backgroiiud in mind. As it i.s 
a collection ol (‘ssnys a])out a cxmiplcx 
subh’ct, the minim 11 nI expectation was 
that the major issues would be presented 
in thcii proper persxx ctivo and in a well 
co-ofdiiiated inanne;. 7line is no doubt 
that this voinme cimtains a numlxr of 
valiiahle aificl(\s wfilt«*n mostly bv for¬ 
eign, particiilarlv American, wr;tei\s. 
But in the alisencc ol xno|KT editing the 
reader has to x)lod through sorrx; 
rc[x*tilions wnling. And what is more, 
even though arrang(‘d in soctioris 
devised by the (“diior. viz, ‘Agrarian 
vStiiictnre’, ‘Productand Distribution', 
‘Management, Planning and Poliev' ami 
‘Agriculture in Japan, Israel, Central 
Anuaica’. the' virtieJes do not fit into the 
categoiies set l)y the editijr. With the 
eweeptiou of th(* last s^'ctKai \^hich does 
contain aiheles broadly within the divi¬ 
sion, ‘Agri( ulln.'e in Japan, Israel, 
Central .\m(‘rica’, the thr(je other divi¬ 
sions arc litter 1> meaningless duri to the 
luaniH'r in which the articles hav(; been 
arranged. Moieovei, even a miniinnm of 
editorial rcspoii.sihilily would have led 
to tlu» ariang(‘mcnt of the articles in 
each section at'cording to when tlioy 
were written. Thus a paper by D S 
Chauhan discussing the food problem in 
teim.s of 1969-70 data is followed by an 
article by R W Cinnnlings ]i who uses 
1967-68 a.s the hAtu* year for bi.s calcula¬ 
tions. 

Notwitfistaiuling the totally jumbled 
editing, which largely defeats the pur¬ 
pose of bringing out such a volume, the 
iKxrk do(JS corrlaiii a number of articles 
which directly hear on the subject of 
.self-siifficitmcy and which contain very 
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BOWiKMlfC AND iratXflCAr. 


wEi^r 


useful infoniration (Chavihan, Ciunniings, 
Eiji Kiibayashi. Willem Holst). Holst's 
article which aiiprarcd in the Economic 
md Political ,Weekhj, July 8 1967, pp 
1211-1227 is not merely useful in tonns 
of the amount of data it contains l>ut is 
also a very useful guide for any ic- 
scarch worker concerned with the sub¬ 
ject. 

What emerges from this paper about 
the magnitude of the food pioblem does 
not reciuire much re-staling but the 
’ figures worked out by Holst aie, quite 
illuminating. Calculated at the rate of 
147 kgs ot foodgrains icqiiirement per 
person per year (income related d(imand) 
instead of 166 kgs of requirement 
nutritjonally, the loeal supply amounted 
to 115 kgs in J 966-67 or 32 kgs below 
the former level. If India's loodgrain 
produetion eoutinues to grow at no more 
than its 15 year trend line (1950-65) 
rate of 2.36 per ce nt per year, a gap of 
50 kgs wonld bo created by 1980. 
Assuming that this growing shortfall Is 
not che<'ked, jini^oit requirements in 
1071 will be 15 million tons, worth 1.07 
billion US dollars, rising to 42.8 million 
tons in 1986 costing 3.00 billion dollars. 

Thu.s a problem not (pialitatively 
different from that in 1958-59 c-ontinue.s 
to face liulia. A Gve per cent annual 
growth rale in f(K)d yield is reejuired to 
meet the irnnanliate challenge and most 
of tlurse ait ides naturally arc concerned 
with thc> (echnologieal and economic 
feasibility ol attaining such a target. 
The withering away of the possibility 
of incieasing the yield through increa¬ 
ses in cultivated acreage makes the 
problem mon* acute. While Chauhan 
straightaw'ay i'xpresses his doubts about 
the feasibility of the Foiuih Plan tar¬ 
get of 129 million tons by 1973-74 
(implying a five per eent growth) both 
CuiTiinings and Holst t'onsider a 5 per 
cent growth rate to be technologically 
feasible, subject, of (xmrse, to certain 
important ‘ifs’. 

Tlie conditions for achievement of fl 
high growth rate di.scu.ssc'd in some of 
these articles include: continuous re¬ 
search on improved seeds and applica¬ 
tion technology, adequate inctmtive to 
fanners through a proper price policy, 
assumed availability of fertilisers, water 
and oth<'r farm supplies and ready mar¬ 
kets for greatly increased food produc¬ 
tion. 

In the context of this enormous pro¬ 
blem, the sociological paper at the be¬ 
ginning of the volume, ‘Social and Cul¬ 
tural Barriers to Attaining Self-SufFici- 
fjiey in Food hi India' (D E Linds- 
trom), makes intere.sting reading. The 
main point sought to be made by the 


author is about the Indian fanner'll re¬ 
lationship with animals, particularly tlie 
Hindu taboo on animal killing. Elabo¬ 
rating on this problem, Lindstrom com¬ 
ments that it is conceivable that by a 
national edict a dictatorial governmenl 
“could kill all unproductive cattle, ex- 
all rats and otlicr vermin, shoot 
all the crows and monkeys and thus 
realise a saving of 20 per cent or more 
in the crops now harvested, and this 
without any change in present agricul¬ 
tural practices’*. While the author him¬ 
self does not recommend such a drastic 
approach and pleads instead for an edu¬ 
cational approach, one wonders how the 
figure of 20 per cent los.s, on account 
f)i scavenger d<*predations and feeding 
of unpiocluc'tive cattle, is arrived at. 
While the siuvival of the Hindu view 
of cattle docs cmistitiite a drag on so¬ 
ciety, the rea.sons for it have to be¬ 
sought in th(* overall low level of eco¬ 
nomic lieiiefit, due to which fanners are 
bound to he less sensitive about margi¬ 
nal lo.sses or gains. An affluent Hindu 
fanner who ha.s developed strong links 
w'lth the market will not be very keen 
on maintaining unproductive! cattle or 
behaving sentimentally with pests. In 
anotlier paper which finds its place in 
the section ‘Agrarian Structure*, the 
author, Otto Schiller, suggests a strategy 
of concentrating on the middle fanners 
(with holdings of 20 acres and above, 
acairding to him) who command 38 per 
eent of the cultivated area and doveloii- 
ing inter-fami co-operation among them, 
’the idea of boosting the capitalist farm¬ 
ers who have a suri^lus generating po¬ 
tential is not new', though the euphe¬ 
mistic description of fanners above 20 
acres a.s ‘middle farmers’, is distinctly 
novel in Indian conditions. 

Fiji Ktibayashi's paper, ‘Some Mea¬ 


sures to Increase Food Crain Produc¬ 
tion in India' attempts a historical re¬ 
view of India's performance on the footl 
front, and touches on several important, 
aspects which are, however, dealt with 
in too general a fashion. 

The last threo? articles of the volume 
aie suppose<l to be narrations of the ex¬ 
perience of three countries regarding 
their agriculture in general and food self- 
sufficiency in particular. The idea of in¬ 
cluding this aspect in the volume is 
laudable. One wonders, how^cve^, how 
a purely technical note on relative nu¬ 
tritional value of differeut crops in 
countries in Laliii Anwica (Aldo Mei) 
and a narration of Israel's experience 
in the experiments in the kibbutzim 
and nukshav oclim (author’s name not 
mentioned) fit into this section. And 
about tlie Japanese ( xpericiice, in which 
we are immensely interested, there is 
meiely a one page article which says, “In 
our experic*nc(“ riglit afb'r World War JJ, 
((jods ware extremely in shortage. Ff)r 
a short term counter-nieasuu! cvcjy' one 
produced sweet potatoes, pumpkins, 
corns and so foi-th eon tail liiig high calo- 
ric.s on any small piece ol land, Foi 
a long term one, a policy of biith con¬ 
trol which changed our moral id<*as was 
adopted (Masa.shi Kimbe). Moreovei, 
one i.s not clear as to how these thicc 
articles are relevant to India’s experi¬ 
ence. 

A recounting ol our e.\q')(‘i fence daring 
the last tme decade, a review of our 
package programme ('xperiencx*, a critical 
analysis of the Indian vaiianl of tie? 
(ireen Revolution or a discussion of thi; 
issue of land-relations and the regional 
variations of the problem, wonld have 
been more relevant itenrs for discussion 
in a volume dealing with food self-suffi¬ 
ciency and agricultural policy. 
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SPECIAL AKTICLES 


India’s Sacred Cattle 

Theories and Empirical Findings 


K N Rai 


There can he no disunite about the need for introducing better techniques of caitle-siock adjfisf” 
rnent than are now available to farmers and for bringing into the solution of this problem the same kind 
of scientific temper and organisational zeal as have recently been displayed in regard to family plan- 
ning. 

At the same timcy empirical findings show that no dramatic changes can he expected in regard to the 
holdings of cattle unless effective substitutes can be offered for the various goods and services which the 
cattle nmv provide directly and indirectly. In this context one must think not only of the milk and trac¬ 
tion requirements which are now being met by cattle but the contribution they make to the fuel and 
fertiliser needs of millions of poor peasants. 

It is also important to emphasise that while surpluses of cattle might exists such surpluses are 
likely to exist more in the smaller than in the larger farms. No drastic solutions, such as outright slaughter 
of ’the surpluses, can therefore be contemplated — even if they are otherwise rational — without pay¬ 
ing heed to the distributional aspects of the problem. 


India's sacred cattle has been the 
theme of many writings ainl demonstra^ 
tinns. One cannot, therefore, legithna- 
tely complain that it is a nt'glected sub¬ 
ject. On the other hand, most of the 
hitere.st that has been show'ii in it has 
bc^n of a very superficial nature. Either 
the subject has been consi<Iered with 
sjich piety as not to i^ermit any rational 
approach to the issues it rais€‘s, or it 
h.is bec’ii treated with such amusement 
and iii(<'llcctual arrogance as to grossly 
over-simplily these issues. The rc^snlt is 
that, unlike most other problem.s relat¬ 
ing to Indian agiicnlture, the problems 
posed by cattle lioldings are very poorly 
understood and serious .scientific work 
dealing with them is still ot a very rudi- 
tnentary nature. 

Much of the confusion suriounding 
the subject is traceable th<i religious 
veneration of cattle by Hindus and the 
attitude to cattle slaiight<*r associated 
w'ith it. It has been assumed by most 
IX'ople that these arc cliaraeloristics pe¬ 
culiar to India; that they (“ff<‘ctively pre¬ 
vent a rational approach to the whole 
question of cattle holdings; and that 
this is responsible for India having to 
maintain a large surplus cattle popula¬ 
tion. affecting adversely the economic 
well-being of the jx'ople. This line of 
rea.soning has lx*en so widely accepted 
that the difference of opinion has been 
only on whether the religious considera¬ 
tions should (Override the economic con¬ 
siderations and full protection given to 
cattle by the state irrespective of eco¬ 
nomic consequences. 

It is true that India is perhaps the 
only country (other than Mepal) where 
cattle are worshipped by a large majo¬ 
rity of the people and its .slaughter ta¬ 


booed on wholly religious grounds. But 
prohibition of cattle slaughter is by no 
means peculiar to India and, even if it 
is not always supi>orted by religious 
scriptures, it is upheld by sentiment and 
convention having almost the same kind 
of ixjpular sanction and force. Quoted 
l>elow is an authoritative pronouncement 
on the subject from China: 

“13raiight-oxen an; a treason; to the 
peasaTits. As it is piacticalJy a religi¬ 
ous tenet that ‘Those who .slaugh¬ 
ter in this life w'lll themselvc's beco¬ 
me cattle in the tx'xt', draught oxen 
must never be killed. Before coming 
to power, the peasants had no means 
of stopping the slaughter of eatth; ex¬ 
cept the religious tahix). Since the 
rise of the Peasant Associations, they 
have extended their jurisdiction even 
over cattle and havt* prohibited their 
slaughter in the cities. Of the six lK*ef 
shops in the c<^unti> town of Ilsiang- 
tan, five are now closed and the re- 
mainuig one si-Ils only the beef of 
sick or disabletl cattle. Cattle slaugh¬ 
ter is pmhibited throughout the coun¬ 
try of Hcngsluin. A i>easant whose 
cow stumbled and broki* a leg had to 
consult the Peasant Association before 
he dared kill it. When the Chamber 
of Coiniueice of Cliu-Chow slaughter¬ 
ed a ci)\Vy the peasants went to the 
town to protest and the Chamber, 
besides paying a fine, had to let off 
firecrackers by way of apology."^ 
Tl^e.se observations wore made in the 
context of the ptuisant upiising in Hu¬ 
nan in 1926-27, and the person who made 
them was none else than Mao Tse-tung! 

The data available on livestock hold¬ 
ings in China are very' meagre and ni- 
a<le<iuate. An estimate made by its Na¬ 
tional Agricultural Ri'search Bureau in 
1937 Indicates, however, that the total 
l)ovine population of China was much 
smaller than in India, perhaps less than 
a fourth.3 The explanation for this 


smaller holding is piobably tliat tlie 
density of the human population has 
been too high to support a larger bovine 
population. In any case, it is evident 
that there has alw'ays l)<‘<'n an extreme 
.shortage of cattle in China and that this 
was responsible for the ix*ople\s attitu¬ 
de towards cattle .slaughter.’ 

The i'conomic rationaU* of peasant 
attitudes to cattle, and of the religious 
santtions with which they were siip- 
IKirted, have be^ii eleady perceived 
through till* ages by persons with very 
different luedileclions. ‘'Cattle", the 
Buddha is believed to have said, "are our 
friends just like paients and other re¬ 
latives, for cultivation depends upon 
them. They give fooil, strength, fresh¬ 
ness of complexion and happine.ss. 
Knowing this, lirahmins ol old did not 
kill cattle" (Suita-uipata, 205-6).* More 
recently, Mahatma C-andlii oflered the 
same diagnosis wlxai he obsciwed: 
"Why the cow was selected for apothe¬ 
osis IS obvious fo me. The cow vas 
in India the best coinj^anion. She W'as 
the giver of plenty. Not only did she 
give, milk but she also made agriculture 
po.ssible”.’'* Surpinngly, even Karl 
Marx — who had no dir<*et knowledge 
ol the pioblenis ol agriciiltiirt' m India 
and had to d<’pend on other sources of 
infoiniation — w'Us suffieitutly inipiess- 
ed by tlu; jihenomenon to make an ex- 
l<‘nsive leliTcncr to it while diseus'sing 
the problems of circulating and fixcil 
('apital in the sectjnd volume of "Das 
Kapital"; 

“ ‘While the farmer is slaiving his cat¬ 
tle thrive, 'rhere had been considcr- 
alde rain and th<* glass pasture* was 
luxuriant. The Indian iannei will 
staive alongside ol a fat ox. The 
pereepts of siip«*rstilioii .seem cruel 
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It is thought 
processes, new ideas and 
experiments that help 
transform iron ore into 
different steels for 
different uses. 

High tensile steel for 
bridges, non-corrosive 
steel that welds, easily 
for ships, freight cars 
and trolley buses. 


' Bullet-proof armour- 
plate and high speed 
steels for defence. 

Chrome-molybdenum 
steels for aircraft. 

Quality tool steel for 
saws and razor blades. 

And bars, specially 
rolled to American 
specifications that have 
been sent to the 
United States. 


For over thirty years 
now, Tata Steel’s 
Research and Develop¬ 
ment Laboratories have 
been poineering the 
development or special 
steels in India. 


TATASTEEL 
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tor the; ifet diey ittdt t»e- 

serving' society; the preservation of 
the cattle secures the continuation of 
agriculture and thereby the sources 
of future subsisteiicfc and wealth. It 
may sound bard, but it is so: In 
India a man is easier replaced than 
• ail ox*. (“Return, East Indian. Madras 
and Orissa Famine Number 4", 
page 4.) Compare with the preceding 
the statejuent of Manara-Oharma' 
Sestra, chapter 10, p 862: ‘The sa¬ 
crifice of lile without any reward, lor 
the purpose of preseiving a priest or 
a cow . .. can s<’ciire the salvation of 
these low-bom trilxjs'."* 

But religious beliefs — like ideologies 
—r have a tendency to outlive their uti¬ 
lity and come in tlie way of necessary 
adaptations to changing conditions. The 
rjaeslion we *ieed to ask ourselves, 
therefore, is in what respf'cts conditions 
have changed in this particular matter 
and how precisely the religious values 
attached to cattle have been impeding 
th(' pio(vss<*s of adjustment. 

CiiANGKo Condi noNS 

One, obvious change has been, of 
course•, in th»' size o( the cattle stock 
itself. The bovine* population of the 
couiitiy, like* the* human, has grown 
signilirantly in tlie course of the jiast 
five decadt's or so. But the estimates 
for the earlier years were c'trcmely im¬ 
pel iVet, and it is therefore diiftciilt to 
be sure exactly how much increase 
there has leally Ixeii. If one goes by 
, the livestock censuses conducted just 
before the First World War and later 
towards the middle of the thirties the 
Tinrnber of buffaloes itnd cattle, in the 
territory of India then covered, would 
seem to have, risen by no less than 45 
per cent in the int(*rveiiiiig two decades 
— i e, at the rate, of about two per cent 
per annum. * The rate of growth re¬ 
corded since then has, however, been 
lower, ‘Compared to the estimate of 215 
milhim heads for undivided India in the 
middle of the thirties the total bovine 
population of India and Pakistan taken 
together in the early sixties was less 
than 270 million — s^howing a rate of 
increase of only about one per cent jper 
annum on the average. 

^Whether a surplus of cattle had ex¬ 
isted in India even earlier, or wlrether a 
sizeable surplus has since dcvclojped ns 
a result of the growth in numbers in 
the (‘onrs(i of this century, cannot be 
<letermincd by a priori reasoning. To 
l)c able to say anything authoritatively 
about this, onc^ Would need to consider 
all the various ust*s to which cattle are 
put in the economy, the technical re¬ 
lations governing inputs and outputs in 
the production of the relevant goods 
and services (what economists call the 
production functions), the constraints 
imposed by resoiucc endowments, and 


'Ae price and cost litructuira wliliSk 
would weigh with the producers and 
consumers of the different products in 
making their choices. This is such a 
formidable task that so far the attempt 
has not even been niack^ Indeed, some 
economists appear to be sceptical 
about the possibility of all the necc'ssa- 
ry information being ever collecced and 
analysed in a manner that would satis¬ 
fy their pn>fessional conscience. V M 
Dandekar — who has studied the pro¬ 
blem and written extensively on tlie 
subject — has recently expressed this 
scf^pticisin in unambiguous terms: 

“It Is obvious that th«*ie is no single 
pioduction function tor tfm entire cat¬ 
tle population in India. The function 
will lx* different for different breeds 
or kinds oi stock and for different 
feeding practice's. Moreover, we 
should note that a production func¬ 
tion, how<’ver elaborate, by itself i.s 
not enough to answer the initial 
(piestion: ‘Will the output increase 
ii the avnilabli* feed and fodder art; 
given to a smaller number of animals 
than at i>resent?’ In'cause the avail¬ 
able feed and fodder arc not <*asily 
(jiiantifiablc. Hence we must know 
not only the production functions ap- 
proi)nate to different breeds and feed¬ 
ing practices but also ns to how many 
animals are inaintainc'd at different 
points of the production function in 
each cas€?. Judging by the dilliciilties 
of securing data and deriving neces¬ 
sary ])roduetion functions. . . it seems 
that wc shall nev<*r have a .sati.sfactory 
set of priKluction iiinc!tions in our 
amioury to answer the question”.^ 
I'he. first thing to recognise, ilierjforc, 
IS that whatever generalisations have 
been made about surplus cattle in 
India are based on partial evidericc of 
one kind or another. 

This does not mean, of course, that 
all the propositions made so far about 
surplus cattle in India stand on the same 
I mating. Some h.'ive been based on ob¬ 
servations ol the mo.st casual kind and 
are clearly indefensible. Fi^r insluiice, 
writing in the late thirties, Radhakamal 
Mukherjee had expressed the view that 
“the imnil>er of livestock could Ix^ sole¬ 
ly 1 educed in the whole ol Indii to one- 
third of the present population without 
affecting the standard of farming and 
rural transix>rt” and that, tliorefore, 
“125 million heads of cattle may be 
legarded as uneconomical and siiper- 
fiiioiis".^ He arrived at this conclasion 
by merely cHimparing tlie number of 
cattle per 1(X> acres of sown area in 
India, Holland, Egypt, China and Japan 
without taking into account any of the 
numerous po.ssible differences in tlie 
prcjvailing circumstanc'cs. 

A .similar, though somewhat more 
guarded, generalisation was made about 
a decade ago by an expert t'sam spcin- 
sored by the Ford Foundation when it 
stated that “at least one-third, and pos¬ 


sibly as many as one-balf^ of the Iniffaii 
cattle population may be te^rdffd 
surplus in relation to feed supply”.® 
While the experts were careful to say fluit 
the surplus was only in felation to feed 
supply, they gave no iudiaation of the 
uonns used for feed supply or the pre¬ 
cise reasons for choosing these norms; 
arxl the .statement left the impression 
that the estimated .surplus was of the 
K'clundunt cattle population which 
could, or should, l_w got rid of unless 
tlie feed supply could be expanded 
.sufficiently. But it has to be proved, 
and cannot lx? taken for granted, that 
— given the amoinit of feed that can 
be spared for maintaining animals in 
(whatevi*r it i.s) — a higher output 
wouhl be secured by giving the feed to 
a sinall(*r number of animals and raising 
productivity than by distributing it over 
a larger numf)er. Otherwise, the esti¬ 
mated suri^Iij,s cannot be a surplus in 
the economic .sense. 

An Adji’simk.vi Riwx i;.ss 

One of the basic (jiieslfon r»devant to 
fhis whole issue is whether, given the 
leiigioiis values attached to cattle in 
fneha, thi'ie is at all a nx'cHanism of 
adjustment of cattle stock in the down- 
\>ard direction should surjiliises deve¬ 
lop. For, ii such a mechanism is avail¬ 
able,* one could I'xpect the adjustment 
tyj be taking idacc* in the normal course, 
and the fUily issues one would then iiee«l 
to consider are wfx ther the adju.stments 
are taking place rapidly eixjugli and 
more eiKeient ways of adjustmo.t can¬ 
not be intriKluced. In other W'o/ds, sur¬ 
pluses c'oiild still exist at any point of 
time but they would lx* there ix)t l)e- 
rause the .system offfus no wav of get¬ 
ting rid of them but becaii.se the pro- 
et'sses of adjustm(!iit work all tt)o .slow¬ 
ly and the equilibrium position is not 
reached. Economists aie familiat with 
tlie soit ol problems that arc cjeated 
evtm in advanced countries when capi¬ 
tal stock has to lx*-atljiistcd in the down¬ 
ward <lirection as in tlie dowri-.swing of 
a bu.sine.ss cycle.^** 

The only difference — and it is an iin- 
jiortant difference no doubt •— is that, 
unlike machinery and (‘onstriiction, 
capital stock in the fonn of cattle can 
in prineii^le lie eaten and thus got rid 
of more expeditiously I On the other 
hand, if one may proceed further with 
this analogs, capital equipment can 
also he destroyed it it is in surplus; 
but it is seldom done. 

It has been recogiiis(‘d by many ob¬ 
servers that a mechanism for downward 
adjustnxmt of cattle .stock does <’xisl 
within Indian society, a»ul that lhi.s 
takes the form of infanticide and deli¬ 
berate starvation (if the unwanted ani- 
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nialj;. To this cxU*nt, the x>ossihility of 
the catt)<j stock getUnj' adjusted to ac¬ 
tual requiren* 'r»ls has never been de- 
nietl. But two iinpoitant questions have 
been implicitly rai^it’d about this inecha- 
nism. Chit' is about its spots I ol opo- 
lation and consetpiently its tdfet liveni ss 
as a teclniitpie oi disposal. The olhei 
IS about the lurther conseijuenees ot in- 
ianticide and starvation (ju the i]uality 
and composition of the ealth* popiila 
tion, and vvhetht'r, t<ikiu^ lht*st‘ into ac¬ 
count, theses techniques can ii'aHy be 
ie>?.inled as ‘exact’ substitutes bu slauKh- 
h‘r. 

An.ilysinu tlu‘ ilata tor Mabaiaslitia 
lurnisheil by tlie H)61 laveslock (a-nsus, 
Daud("kar identifii*d both the in'‘ehau- 
ism ol adjiistnunt and wliat he eonsi- 
deied to be its didieiencies: 

“Die uiiinbta of c'ows is . . . L.bout 20 
pel eiait less tli.ui that ol bullocks, 
flow does this dilferenei* m niiinbeis 
eoriH’ .iboul.'^ Not by siaiclmL^ uioie 
cows to the slanubtei-bouse but b> 
tb<‘ lii^hia nu>italily ol cows, Betwei*u 
a bulloi’k an<l a ('ow, th<* biihoek is 
the more valuable and ne -did ani¬ 
mal. Caiws are ni'eded piunauly to 
bret'd bnllfKks and si'eondanly lor the 
milk they ^ivi'. In oidei that they may 
Ik' able to do dianji^ht uoik, bnlloiks 
l»4ive to b<' led ,i(le<iiiati*ly. (aiws 
do not liave to be led as nmeh in 
oidtT to Ix' abl<* to bleed. TlMaelore, 
Inilloeks aie th(' iiist tliaiee on the 
available loddi i and teed supidies, 
and ( ow s ^I’t t>nl> tb(‘ residue. It is 
tills diHeieiitial leetbn^ and c\iie that 
hads to ililb'iential rates of nioitali- 
t\ unony' bullocks and cow.s anti ul- 
timately it suits in 20 per cent b'wer 
eow.s tlum bullocks.” 

. ibe nimibt'r ol Imlloeks and 
cows in fh<* two younR a,^e-^^rollps 
0-1 and Od aie about cijiial, which 
means that no selection takes place as 
betw-een m,dt' and female youni:- 
stoek . , . Tbt' younj^stock, male and 
female alike, is lett more or less to 
shift lor itst'll. Under these conditions 
about 35 |)er cent ol the young sin- 
vivc anti become adult. Unloi tiinato- 
Iv, as it turns out, even this rate ol 
iinirlality is not adeciuate to airest the 
growth in total stock. Thus the pro¬ 
blem ol niinibeis in cattle develop¬ 
ment IS not ineiely the problem of 
the old and iirH3rodiictJVe animals. 
TIk' problem is more fundaiueiital, viz, 
that an adult stock of given size gives 
birth to voungstnek much larger than 
js needed to rc^place and maintain the 
stock of giv('n size.’* ^ ‘ 

IJandekar went on to show that, in order 
to replace and maintain the existing 
stock" of bullocks in Maharashtra, the 
femali" stock needtHi to be no more than 
40 iK*r cent of th(i male stock (while 
actually it was more than 70 per cent 
of it) provided both cows and calves 
were fed l)(‘tt(*r. But the surplu.s 00 
per ('cmt of the female youngs took 
would have to be deliberately weecied 


out every year and not left to bo elimi¬ 
nated by the process of starvation. For, 
as he pointed out: 

. , those who siim've long periods 
ol staivatioii are not necessarily tho.se 
who should survive. As a process of 
wf-tnling oul, staivation is thus mdfs- 
( riniinat(‘.. . . Slaughter, while it 
kills some, enables the rest to be fed 
bi tter. The pioeess of starvation on 
the olhir hand requin*s a much lar¬ 
ge] number to be underfed and starv¬ 
ed tlian ncM*d to bo e*liniiiiated.” 

Alan Heston of the University of 
bi'imsylvania havS subser]uontly pressed 
the point lurther and made out of it a 
geni ral thi'ory of Surplus cattle for 
India as a whole. Adopting the .same 
riietbofi ol analysis as Dandekor (which 
is ,ilso that n.sed by demographers in 
the lominlation of the theory of stable 
populations) and, making somewhiit .si¬ 
milar assumptions, he comes to the con¬ 
clusion that in order to maintain the 
existing bullock population of the couu- 
ti> the adult fetnale stock needl'd to be 
no niojc than a third of the adult male 
stock. ‘‘jTidia”, he .says thcrelore, “ha.s 
excess cattle in the seiiMj that the pre- 
si'iit adult male population of 72.5 mil¬ 
lion would le.quiie lor maintenance only 
24 million breeding females, as opposed 
to the ac'tii.d 54 million. The extra 30 
million females could he slaughtered or, 
as IS now being suggested, export<^d to 
olh( i cx)nntries wn'thout reducing the 
output of milk and other products. . 

With the logic of Dantlekar's analy¬ 
sis there e.in indeed be no quarrc'I. If 
the incidence of starvation is indiscri¬ 
minate and it rai.ses the general mortali¬ 
ty late, it would clearly lie necessary 
to hold a larger number of animals as 
an insurance against the risks created 
by .such high mortaIit>^ Naturally, tlio 
surplus stock held will also be greater 
than il slaughter were pennitted and if 
the ledistribution of the supplies of feed 
released by the slaughter of the surplus 
animals results in both higher fertility 
among female cattle and reduction in 
mortality all round. 

Vai.iih'i'y or A.s sumptions 

There are, however, some questions 
one might raise alxmt the empirical va 
bdity^ of the assiiinpHons underlying tfie 
■stimate.s of Duiidekar and Heston. For 
instance, is it true — as Dandekar sug¬ 
gests — that raising the fertility of 
c'ows and reduction of the mortality rate 
among the youngstock “needs no more 
than a little better care and feeding”? 
Hamiinantha Rao has recently cited 
some evidtmee which throws sotne doubt 
on the validity'of these assumptions: 
“Farmers holding Ixilow 10 acres own 
al^mt two-thirds of the total stock of 


cattle acoounttog for only nbont 40 
per cent of opejrated area and 19 per 
cemt of pastures and graring land. 
Thus the remaining (large) farmers 
who account for as much as 60 per 
cent of operated urea and 81 per cent 
of pa.vtiin's and grazing land main¬ 
tain only alx>ut onc-third of the total 
cattle .stock. ... There is, therefore, 
ri'usmi to lielieve that the per head 
feed intake of the female and young- 
stoek increases with the-increase in 
the siz<* ol ojwational holding. On 
this basis, one should expect the ratio 
(/f yo«ng.stock to female stock to rise 
w ith the increase in the size of hold¬ 
ing if lietter feeding results Ai a cow 
dropping, on an aveiagi*, more calves 
and in raising the sui-vival ratio of 
such calves. However, the perc'tmlage 
flistribution ol female and youngstock 
are similar indicabng that the ratio 
of young to female stock does not 
ri.se with better feeding possibilities. 
It is possible that with the quality of 
fet'd that the fanners arc able to spare 
for the female anti youngsttick after 
mt'cting the feed rt.*quir«nents for 
bullocks, the increased feed intake per 
head dot*s not have a significant effect 
on breeding efficiency. It is also possible 
that, owing to the adequate supply of 
family lalxnir, small farmtTs are in a 
position to take [letter care of their 
animals than the large farmers who 
have to hire labour. The above evi- 
flenee .sngge.sts that it may not be 
possible to inciea.se l>reeding elfici- 
enev by reducing the bmale stock 
withoiil any rt'gard lor the (juality of 
available feed and costs of hired la- 
hom” 

llunnmantha Hao ha.s also used data 
throw'll up l:iy farm management studios 
in Andhra ITadesb to study the output 
lesponse of milk and dung in the case 
of milch animals, and his results sug¬ 
gest that the actual numher of rnilch 
anfmals held in this region in the late 
fifties was close to the desired or op¬ 
timal numher.^* 

Further, Dandckar seems to have been 
misled by tfie data on livestock hol.’mg 
in Maharashtra into thinking that it was 
the Hindu sentiment about killing of 
cows and the general . incilicieucy of 
starvation as a technique of stock ad¬ 
justment that were preventing the ratio 
of athilt female cattle to adult male cat¬ 
tle falling to the level he considered ne¬ 
cessary. For, as I showed in a paper 
subsequently published,^* there were 
only 47 adult female cattle for every 
100 male cattle in Uttar Pradesh. 
Though the numl>cr of female cattle is 
still a little larger than Dandekar w:ould 
have wished, the fact tL^t this high rate 
of elimination was taking plac'c in the 
heartland of India where the Hindu 
feelings about the cx)w were apparently 
stronge st is not something that can Ijw 
brushed aside. Whether one regards 
it as a reflection qf the. pragmatism of 
the ixtasant, or as another evidence ot 
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Hindu hypocrisy, at least no one can 
say that the tecltni<nie adopted for cat¬ 
tle; stock adjustment is ineffective! 

More rect‘ntJ\\ Heston has carried the 
rci^tonal conipansons a little further and 
arj^ued that tht'rc^ is still a difference in 
the cow-hiillock ratio as Hindu 

and Muslim regions. ITiis is what he 
says: 

"In the \\esl< in portion of the suh- 
eonhnent. . . the eninpaifson produces 
lemarkahly clear rc'sults. In the pre- 
iloniinantlv Muslim districts m West 
Pakistan hoiderinj^ on East Punjab we 
find that the; adult females total only 
0,33 ot adult male cattle, while in 
Hindu and Sikli East Punjal) adult 
feuiales aie 0.70 of the a<inlt male 
rattle. Althouj^h both divisions of 
the* Punjab liave been Ic'ading areas of 
growth f(jr India and Pakistan, and 
the i*unjabf tanner, uhedher Hindu, 
^fn^l^ll, or is noted as a ra¬ 

tional .sort, lh<'ie app<‘ars to be only 
OIK* exjilanalion til tlic hij^h iiropor- 
titai (it b'lnale rattle, in l^ast Punjab: 
the fliudu oi^aid lor the* roW. This 
eoiiipaiisou is the* mole convincmj^ 
when \vr rontiast individual adjacent 
distiiets ill Pakistani and fudian Pun- 
jah. fn all Pakistani ilistricts the ra^ 
tin ot female to male adult rattle is 
Icnc’ei than its tiidi.m eotintcap.irt and 
lower than m any distnrt in East 
Punjah”. 

The districts ot Wc'st Pakistan in 
which Heston finds the latio of adult 
iemale to adult male rattle to be 0.33 
"au' those belon^inj; to the laihorc Divi¬ 
sion and the districts t^f Giijrat, Lyall- 
pm and Monl^ijomery. What he fails 
to point out IS that, in West Pakistan 
as a whole, the i.itio was a little over 
0.60 in the <‘ail>' sixties, and that in se- 
veral districts the latio was 0.70 and 
higher. Moreover, it is evident from a 
cursory examination of tlu* distriet-wisc 
data relating to India - * and it is only 
a cimj^ry examination that I have .so 
able to do — that there are 
several districts in western Uttar Pra¬ 
desh i n whic h the ratio is aiound 0.33, 
or^evtm lo\verr^N»^'hus the ratio is 0.-36 
in Mainpuri, 

Aligarh, 0.29 in Biilandshahr, amTKSi’iii 
Etah. Not all ot the.se di.stricts have 
even a large Muslim minority, and the 
explanation, theiefoie, has to be found 
elsewlK^re than in religion. 

It would appeal that the differeiic‘es 
in the covv-bullock ratio as lictw'ecn dif- 
tevent regions in India, and as between 
the regions referri;<l to in India and 
Pakistan, are largely a leflection of the 
extent to which cows have been .sub- 
stitutcxl by shed niff aloc;s as a source of 
milk. In Uttar Piadesh, for instance, the 
tolal buffalo population ks nearly ono- 
half of the total cattle population, and 
w'hile there arc less than 50 cows to 
100 bullocks then* are over 500 shc- 


bulfalocxs for « very 100 Iw-buHa]fH"s. 
Thus she-biilfaloes in Uttar Pradesh arc 
somewhat more in number (about a 
third moie) than cnw.s. 13iis is not thi^ 
ea.se in Maharashtra where cows .still 
outnumber she huHido(‘s ]>y a significant 
margin. 

It is iiileresting to note that, while 
‘'he-buffaloes sliglitl\ i-veeed rows in 
number m \\\st Pukisliui taken as a 
whole (alioiit 120 fur eveiy 100), theie 
me. on tlu* aveiagt*, moie than 450 she- 
buffaloes loi <*vei\ iOO cows in the dis- 
tnets ol Wist Pakisfaii to which 
Heston specificwdly n'feis. The same 
idlenoiiieiioii is .ilso uh.seiv.ihle in the 
disbicts ot Wt st<*m Uttai Piadesh to 
which 1 have leienid above: fcir eveiy 
100 cow^s there Jnt* nearly -375 she-biii- 
faloes m Mampnri, about 275 in 
M(*('rut, over 400 in .\hgaih, about -325 
in Biilandshah; and ovei 435 in Etah. 

P'or tliesi* difh’K'iices m the e\t<*iit 
of suhslitulion ol she-bulfaloes liy cows 
in different jegious, one needs to go 
into the conditums iiecess.uy toi muin- 
taiiiiiig a high density ol hudalo popu¬ 
lation as well as into jiast InMoiv. It is 
evident lluit tanal iingafion iaeal<*'» 
t'onditions tavonrahh* tor maintaining a 
laige buffalo poiiulation. and it si'enis 
likely, tlu‘retoie, that the development 
of e.m.il eoloni(‘S ('ailier this eenhiry in 
the aieas ‘if \V<sl I^akisfaii to vvhii'h 
Heston h.is ieterie<l gave them both a 
ei^npaiative advantage and an earlier 
lead over (jtheis. 

All this is not to sugg<’st that there 
are no surplus ealllo in Tiulia or that 
tile religions sentiment in legaid to the 
slaughter of cattle makes no differenw) 
wliatevi*!'. Obviously, the technique of 
cattle stock adjustment most commonly 
used hv llmdiis — i iz, staivation - • 
is not only no hett(*r than slaughter 
fjoni the hmnamtaiiaii point of view 
hut much more; time-cnn.summg. At 
least to that extent the economy is hold¬ 
ing at any niommt ol time [moie cattle 
than it n<M-ds to. it is also possible that, 
stai-vation has some of the other elTeets 
on the (luahty and ctjmpo-.ition of the 
cattle iwipulation to v\’hi( h J4andekar 
has referied — though this cleaily 
nced.s fiirthiT empiucal investigation b(‘- 
forc one can he sure. In any ease, 
there can he no disi)ut<' aixait the ne(*(l 
for intrixlucing better ti LhiiKines of cat¬ 
tle stock adju.stmeiit th.m arc now avail¬ 
able to farniers, and loi biinging into 
the soliilioTi ot this luoldnn tlu; same 
kind of scientiiic teinpt'i and organisa¬ 
tional zeal as has recently br'cn display¬ 
ed in regard to family planning. 

At the same tinu‘, what tht‘ empirical 
findiug.s show is iJiat no dramatic chan- 
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ges can be e xpected in regard to the 
holdings of cattle in India unless effec¬ 
tive substitutes can be offered for the 
vanous goods and .services W'hich the 
eattU' now provide directly and indirect- 
K. fn tins context one must think not 
ouIn ol the milk and tiaction require- 
jiu'uts wliidi aie juju being met ])y cat- 
lie hut the foiittihiifion they make to 
tlu* fuel and leitilisci needs of inilHoilS 
ol pool p« as.inls. In the eoiir.se of the 
controversy on this subji'ct of cattle, 
JJandekar h:ul some tune ago desciibed 
an analytical model 1 had u.sed as a 
worthh-ss “cow-dung niodel".^® Though 
I took note ol the eiitK'i.srns he made — 
and I have met some of them in this 
paper —■ I regaid«‘d his description of 
the model itself a*- a compliment. For 
(‘ow-dung is indeed more valuable to 
tiu' imal econoniv of India than many 
of the more i<Jiiied pioducts that mo- 
(Inn t ivilisvilion can offer today. 

If is also perhaps important to cm- 
pha^is(‘ that wlnle surpluses of cattle 
might ('xi.st, it i> t.mly clear that such 
sulphides are likel\' to exist more in the 
sm.dlci than in the larger l.ums. No 
dia>tic solutions sm li as oiiliiglit slaugh- 
tei of the smpluses, can thc*r(4ore even 
he contemplated — even if they arc 
otller\^'lsc lational --- without paying 
lu'ed lc:> the disliilmtioiial aspi^ets of the 
pioblom. 'I'his point has lice.n made very 
loithiighllv bv M.nvm JJariis replying 
to 1 leston . 

I he rea.soii uliy .so many cenvs and 
bnllo(ks are underfed and jic|;lected 
lu'cansc' the resource's for feeding 
lh“m are* not t venly dntrihuted. To 
let thos(' COW'S ic'piodiice for whom 
theie is adeepiate fred is to cut the; 
number of am'iiiiiLs owned by maiginal 
I>* asants while mereasing llu; number 
ol .immals owned !»> v^’cll-to-do lann- 
eis. H('slon aigues that one high 
(piality annual is better tlian tvso poor 
quality animals Altliough this is an 
e.xlH'niely dubious couteiilion, let us 
siippos*' it is tiue. Halving the num- 
ber of animals may then benefit farm¬ 
ers who have huge herds. But what 
about tJie j)()or ])ea.sant who has oik; 
cow .md ‘wo I HI Hocks? While this 
man iiiia>' be able to feed one and a 
half animals bettei than he can afford 
to l‘e(’d tliree. he needs all three for 
minimum siifisislenee. Two for plough¬ 
ing and one foi replacing the aged, 
diseased oi deceased animals. It 
s(‘ -ms to me. that.... Heston’s models 
aie intended to improve the welfare of 
India's larger farmers while forcing 
15(1 million adcliticmal people off the 
huid".’^ 

But iheic* IS no r«*ason for pessimism 
ll IS evident that despite the religious 
taboos the Indian iH'asant has found 
various ways ot adjusting the stock ot 
cattle held to his retpurements and ca¬ 
pabilities. That adjustments c)f the kind 
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referred to h;r'i* In'cn takini? phuv more 
t;r less steadily ovci tht' decadts lias 
been biou^ln^ out rwutly in a paper 
l)y S N Mislna on ‘Soiiu* Inlrn'jicrs 
fiom Corn'positioi^al ChaIl^,^(•s in India’s 
Ta'vi'sfock Popiilalion (U)2U-Cfi)' '** Th<' 
coiiJlJosition ol c.iltle, a(eoidinj^ to hini, 
“has bcrii cbanipn .14 sfj as to adinil ( 1 ) 
a Iiii^ber degu'e ol spec jalj,sat ion in the 
pnxbu'tion ol niilk and diaiigbt power, 
( 2 ) a linjbci d«\ij;i<(j ol bocdin.i; iier- 
fonnaiu'f via icduclioii m Inilbcow lalio 
and iiiLitast; in tbo 1 tit 10 (.»! breeding' 
b niali’s to lijtal IcinaN s, tiiid linally (3) 
ti IjIjl^Iioj dcipri* ol itilionalisation 
through rodiicliun in tin pu/puition ol 
useless aniinals and culling oi the un¬ 
necessary >oungstoek”. It is i^eihaps 
the result ol these ailjusliiKUits over 
linie — now <tni< k<'ning sonu'\^'hat —■ 
that the cMllle population ol India has, 
lor till' lirst finn' in (Ins eiiitniy, showed 
Signs ol getling stabilised. Foi. aecoid- 
fiig to tile l.ivestock CJensns eoaduct- 
eil tins deiadc-. tlie total cattle popula¬ 
tion ot India rost by no niorci than from 
175.b to ITb.O million betwcc'ii 1^)61 
and PK)f) Smei this has been achieved 
without any kind ul oiganiseci cffoit 
csii responding to t.iinilv plaiming it 
should sniely Kt pos* ible to secuie bel- 
tei results il gieatei s< i<‘ntific and or- 
ganis.ition.il eneigs could be otganiserl 
for tbe pinjiosr. 
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million and the UNDP earmerkings 
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Governing Council at semi-annual 
sessions, each is assigned, for execu¬ 
tion, to one of the participating orga¬ 
nisations, which in appropriate circum¬ 
stances may associate other participat¬ 
ing agencies with it. Of the 242 pro¬ 
jects assigned to the United ‘ijjfitions 
for execution, through its Departi?w\.t 
of Economic and Social Affairs, the 
largest group (167) is in the field of 
natural resources anc|. tiansportl^'Thcsc 
include 77 prjqi'^pt? for mineral resour¬ 
ces, 56 for water resources, 15 for 
energy development, 12 for transport 
development, and 7 for mapping and 
surveys. 'There are 15 projects in the 
field of development planning; . 2 in’ 
development financing; 27 in housing 
and urban, physical and regional 
planning; 17 in public ministrati on; 

7 in statistics; 3 in community deve¬ 
lopment; 3 in irtdustfial and social 
research: and 1 in population. Of the 
242 projects. 210 are in 90 individual 
countries and territories, 31 arc 
regional — 13 in Africa, 10 in Asia, 7 
ui the Americas and 1 in Europe — 
while 1 is global. Twelve of the pro¬ 
jects are in India. 


UN Aid for Pre-Investment Projects 
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Prc^raiiimes 


A Reassessment 


A R Kamat 


Demographic transition cannot he considered in isolation from general social transformation and 
cannot be brought about by means of family planning programmes alone. In a country like India, how 
ever, progranimes are necessary to popularise the acceptance and adoption of the small family norm 
even xvithin the limitations imposed by the present stage of development and the sUtw pace of social 
change. 

Besides creating a general consciousness about the desirability and possibility of having a small, welU 
spaced family, the programmes have to serve those sections of the population who are already motivated 
with contraceptive advice and means together with medical help. They have to proceed on the principle 
that to be most effective they have to cater to those who are already motivated. 

The programmes have to be essentially for family planning (and not ferr population control) with due 
regard to the principle that the size of the family should be the free choice of the individual family, and 
with due recognition of the right of the family to determine the number and spacing of children and 
to obtain adequate information^ advice and education in this respect. They have thus to be integrated 
with programmes of health, maternity and child welfare. 

Further research is needed in two directions: investigation into factors which go towards creating 
a strong motivation for a small family size and search for a contraceptive better suited to the conditions 
of developing countries like India. 

The spread of education, particularly among women, is a basic requirement f(^r the success of all 
family planning programmes; yet we are far from reaching even the full literacy target and seem to 
grow more and more complacent about it. 

Family planning programmes have meanwhile to proceed within the limitations imposed by the pre¬ 
vailing socio-economic md cultural conditions. No short cuts or gimmicks like national or patriotic ap¬ 
peals or lurid threats of a frightening population explosion will be of much help. 

Similarly, grandiose programmes based on unrealistic assumptions and worked with insufficient 
forethought or preparation inevitably lead to gross failures resulting in disenchantment and frustration 
On the one hand and exaggeration and misrepresentation on the other. 


1 

[!' is iiKjie than ihiec plan periods — 
fift(*(‘ii years—siiit e the idea of the limi- 
t.ition of family size was a('t’(^pted in 
India at the ijoveininent level, and the 
* family planning? prograinmos began to 
l)e formulated and pursued. During 
these yeais •th(;sc programmes have 
^greatly increased in tlieir sajpe, cover¬ 
age ^d intensity. This is letlecled in 
difei^mgiires of expenditure incurred on 
'^inily planning. Starting with a modest 
sum of Rs 14 lakhs during the First 
5*n!?>^Th4ndly increased through 
Hs 2.1 ennes i'^ and R • ff 

CTO res ill the Third to Rs 75.y "cTores 
during 1966-69; the iiroposed spending in 
the Fourth Plan is of the order of Rs 
43^5 crores.^ Mass media like the Press 
•' aiul the radio have been pressed into 
service, Ixith the written and spoken 
word are being used to cany the 
message. Posters, pictuies, hoardings, not 
to forget the ev<T-prescnt red tiiangle, 
aie in evidenue everywhere. Accsordirig 
to the then Minister for Family Planning, 
in 1968 there was a Family Planning 
Bureau for almost every district, 5090 
Family Planning Centres each sci-ving 
a population of 50 to 80 thousand, and 
in addition there were 33,050 sub¬ 
centres. Tlie number of sterilisations. 


vasectomies and tuheclomies exceeded 5 
million and more than 2.5 million lUD 
insertions had been made. Other con¬ 
ventional contraceptives such as condoms 
ami diaphragms woic b(‘ing distrilnited 
and the pill was bring experimented 
with over a hundred thousand woaiion 
in ovtn- 200 expeiimental-ciim-demions- 
Iration projects. The Minister claimed 
that 11.6 pei cent of tlic eligible couples 
had been protected by SeptemlxT 1968.^ 

These Ggures are indexed impressive . 
Hut if one s^ans th<' recent sp<icches by 
experts and knowledgeable persons in 
this respect it appears that the family 
planning programmes are showing signs 
ol a stalemate and are getting liogged 
down.'* There is a feeling that the 
movement is losing its momentum and 
this* has given rise to doubts and mis¬ 
givings. 

This short paper is an attempt to 
understand the current situation in family 
planning in its proper perspective and 
to formulate and discii.ss some of tlie 
issues involved. 

II 

The Indian ixjpulation which did not 
show ai^preciable rise till 1931 has bc«"n 
increasing rapidly during the last four 
fU'cades and especially after the Secohil 


WorUl War. This is inainly dm; to the 
nil^id fall in the high death rate which 
has decTeas<Tl fioni 33 xxt thousand to 
16 pel thoiis.md during this iXTiod 
thanks to the tiemendous advance in i)ie- 
ventive and cmativi* medicine. But 
there, is no appuT'iable decline in tin; 
high birlh latc* ot over 40 per thousand 
with the lesult that the population is 
glowing at the annua! laP* of 2.5 per 
c<*nt. ('J'his giowth raP* is also confiim- 
ed by the use in juixiiilation firun 43 9 
Clones to 55.4 Cl ores thuing lt>61-1971.) 

In the devclopt‘d countijes of the West 
thf* .so-called ‘chniogiaphic fiansilion*, 
that is, the deeliue in moilahty and the 
simultaneous decline in the birth-iate, 
oecuried ovei a long period as a 
of the geneial social tiansfonnation in 
tlie wake of their industiial and eco¬ 
nomic* piogrc^ss. J> velox)ing countries 
like India are still way off from tho 
stage ot economic and social develop* 
meiit which can inducts a substantial 
dc'cline in the biith-iate. With a large 
population base relative to land and 
other natural lesources—India has 14 
per cT'nt of the vvorkr.s population with 
only 2.4 per cHnt of its land surface— 
and no outlcjts tor migiation, these coun¬ 
tries cannot wait foi the* clcmiographic 
transition to overtake them in the long 
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run. By uJoptiiiK family planning pro¬ 
grammes India, like many other eoun- 
trie.<, is trying to meet it halt way. 

National family planning progiamnvs 
started iii^ndia^as (‘arJ\ as 1951, al- 
flioiigh on a lathei modest sealc. Later 
fni they expanded rapidly and soon the 
t.irget was fixed of bringing down the 
birth-rate from 40-41 per thousand to 
25-23.* As described above, the program- 
mr.s have accomplished eonsitlerabh' 
achievements during the last decade in 
terms of organisational spiead and the 
number of people covered. But in a f(‘w 
years they appear to have arrived at a 
salination point and perhaps now art’ on 
a definite decline Th<^ lUD inseition 
programme which reached its peak in 
1966-67 and the sterilisation programme, 
mainlv vasia tonnes, whic'h lose to a high 
point in 1997-68. showed signs of a 
(finsitlerable decline in the subs(‘(imait 
jniiod." While the family planning 
(liive showed sodden sjinits in some 
small aieas and among certain sections 
of the population it ha.s not assumed a 
sustained and geneial eharaeler. This 
lack of sustenance is ctntainly not duo 
to lack of funds which, as w''as oKscived 
above*, have increased substantially over 
the last decade. So tin* reasons hav(^ to 
In* sought elsewhere in the situation. 

Ill 

It is useful to note the seetions of 
population on whicli the* piesent fainilv 
planning progiamines have made its im- 
jiaet. As Indira Ciandhi ht'.rsclf said, in 
her inaugmal addiess to tin* Sixth All- 
India Conference on Family Planning in 
rXxember 1968,® the success of the* pro- 
grainme.s is limited to certain pockets, 
It) the most affluent sections of the popii- 
lali(3n and to the urban middle-class and 
the skillt.'d indnstiial workeis to a certain 
c'.xtent. Perhaps the small family norm 
is also influencing those niral aieiii 
where rapid agrieuUiiral and agro-inchis- 
hial develojument, together with spread 
of education, is taking place.^ But in 
the vast lural ajc'as, except for the 
villages coverc'd by intensive caini^aigiis 
eonsi.stiiig of sterilisalicm and lUD 
camps, the family planning practices 
liave not touched the real core of the 
population to any appreciable extent. 

The limitations of the present family 
planning piogiamines ;Lre also reflected 
in the ('ontraceplive methods used. The 
most elTeetive methods are the one-time 
m(‘tho<ls of sterilisation and lUD inser¬ 
tion. Other methods find their acceptance 
and practice only in towns and cities 
(and among the educated sections of 
population in the bigger villages). What 
has induced thi'Si; sections to adopt 


the .small family norm are the usual fac¬ 
tors: urbanisation, better standard ot 
living, higher educational level, spread 
of education among women and job- 
opiiortimities for them, and the conse- 
(pu nt rise in their age of marriage and 
social status. Be.sides the.so well known 
factfji’s which are believed to induce a 
strong motivation to have a small family 
another important factor is the tciTific 
overciowding in the cities. This last is 
also the leason for the acceptance of ste- 
niisation among scttioiis of the deprivi^d 
population in iiiban areas. 

.As mentioned al>ove the major stress 
in onr family programin<*s has been on 
stei ilisation, and particularly on vasec¬ 
tomy for men, and lUD in.sertion for 
women. Kven if we ignore a significant 
section among them which is induced 
because of the unsenipnlousne.ss of the 
(imvassers who w'ork on commission 
basis and tb<‘ lure; of a small monetary 
gain for the stc'riliscd* what remains 
IS a substantial niimlier of persons who 
fiav'c gone for thc.se inelhod.s. The 
socio-economic and other characteristics 
of th(‘sc prisons nec’d closer study than 
thc\' have leccivcd so far, for ascer¬ 
taining the underlying motivating fac¬ 
tors. But two things are fairly clear. 
First, several studies show that most of 
these p(*rsons had already a large luiin- 
bei of ehihlren so that their protection 
will not have any appieciable impact 
on the hirlh-rate,^ Second, they large- 
!>• belong to the lowest strata of society 
m tennis ol social status^® and to the 
lowest income groups in society. It 
si^eins therefore a section of people are 
taking to these measures in sheer des¬ 
peration because ol their living condi¬ 
tions. 

Th(‘ major obstacle in the acceptance 
and imph mentation of the family plan¬ 
ning piogrammes is undoubtedly the 
••low pare of economic, social and cul- 
tnial piogross. For instance, with no 
old-age si'eiirity will our common peo¬ 
ple argu e to limit their family size to 
less than two sons, that is a family of 
four on the average, except in sheer 
despeiatioir:* Another fonuidable adverse 
factor is tlie rural illiteracy among men 
and women, pailieularly the latter who 
are largely illiterate. A woman without 
education can neither develop ^ inde¬ 
pendent personality nor improve her 
status in society. She has no choice of 
occupation, or of husband, or age of 
marriage, or size of family after she is 
married. Moreover, in spile of the tre¬ 
mendous advance In contraceptive 
methods it must ho admitted that they 
are all, except .sterilisation and lUD. 
insertion, rather ✓ sophisticated for the 


ma.ss of rural population at the present 
stage of their development. Apart from* 
their cost their acceptance and continu- 
mis use need much understanding on 
the part of the user and require mini¬ 
mum facilities such as privacy and run¬ 
ning water. This is proliably the reason 
why the majority of rural cxintracfep- 
tor.s (and also those from among, the 
urban poor) opted for sterilisation or 
lUD insertion. 

IV • 

Although the family planning jiio- 
grammes are in operation for a number 
ot years no tested and proven methods 
apiiear to have been evolved so far for 
getting them accepted and implement¬ 
ed in the rural agricultuial communi¬ 
ties, or even in the urban communities 
in our country. A miiribcr of KAP 
surv('ys have concliid<*d that people are 
generally in favour of family planning, 
that over 70 i)<*r cent of them aie 
aware of the need to limit tlie size: of 
families.'^ But then why is it so poor¬ 
ly reflected iii actual pract iceIt may 
l>e that the approval noted in these 
surveys merely registers a hope to have 
a .small family, to educate the children, 
to give them a better upbringing 
a vague and polite approval of family 
limitation. It is by no means an imli- 
cation of a strong motivation whicli 
wants to use all available means. It i* 
necessary^ to investigate this gap bet- 
WH'en a mere desire and a strong inoU- 
vation and between the latter and coni- 
initincnt to practice. The KAP material 
so far collected unfortunately fails to 
do tin's. Moreover, there is no attempt* 
to ascertain the reliability and validity 
of this data; often a favourable intci- 
pretation is accepted from among many. 
e<iually plausible and quite contradic¬ 
tory explanations.^* Clearly i. 
patient and painstaking research is 
needed to explore these uncharted 
fields. — 

In a predoiyinactly traditional rural 
.socier3r?'‘lir^ tndia, to have children 
is omsidered ‘natural*, not only l>iologi- 
cally but also culturally, and is thi^rc - 
fore socially more acceptable. In spito 
of the impact of modernising influences 
seeping through education and url>an 
contact it is still a mental effort to tln'nk 
otherwise and more so to act otherwi.w. 
Farmers respond to programmes of 
Dvxlemisation of agriculture in which 
tl*cy can Identify immediate economic 
gkin.^* But there Is hardly any tonne- . 
diaie goto to the practice of family 
planning in that sense and the practice 
itself re^piires some effort which can 
come only out of conviction. 

In the conditions obtainable to the 
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, rural areas the family plannins pro¬ 
gram ines interest a small educated sec¬ 
tion ut the top which is adopting urban 
ideas and values an<] in another small 
segment of Uie rural poor at the bot¬ 
tom wliicli is driven to it in sheer des¬ 
peration.'* While the former may pre¬ 
fer using conventional t'ontraceptivcs, 
and may also uccx^pt sterilisation in 
individual cases, the latter finds other 
methods t«K> sophisticated and opts, if 
at all, tor the one-time method of 
stabilisation. The Jich and middle pea¬ 
santry in general does not feel the 
need to practice family planning except 
when motivated by the ediic'-ational and 
nKKlt'inising influences. Ideas of social 
picstige prevents them Irom accepting 
sterilisation and lUD insertion and Other 
methods lav their palrenct* and under¬ 
standing. The majoij'ty of the poor 
peasantry generally follows the leading 
elements (jf the? class to which it be¬ 
longs hy virtue of its caste, community 
and social stains though not of wealth. 
And ‘If the ('xperiemx; m other coun¬ 
tries is any guide'’ (for, there do not 
'appear any cvimparalile inv''stigations 
in our country) the spread of the *green 
revolution' may not always he a help 
in this respect unless accompanied by 
the educational and modernising pro- 
ct-ss. 


In view of the poor impact of the 
present fuinily planning i:)rogrammes on 
the rate of population growth sugges¬ 
tions are sometimes made to introduce 
more stringent and compulsive mea¬ 
sures. They often originate from a 
simple arithmetical understanding of 
^ that index of national prosperity, per 
Ciipi^ income, the ratio (jF the GNP 
■-HFPf^^iopulation. Wh<*n the GNP nume¬ 
rator does not rise at the expec*ted rate 
it is temgHng to advocate, even through 
ooTrtjITri^on,'" a Hi^ipid reduction of the 
population denmn. fc^rgetti^ the 
(fact tfiat the eccmomic progress "re¬ 
flected in the growth of the "GNP and 
the reduction in the growtli-rate of po¬ 
pulation are two facets of the same pro- 
^ cx\ss .of social transfonnatioii. Although 
one dot^s not know their precise rela¬ 
tionship, the proper ‘inpc' or the 
‘threshold comhinatioii’ of the various 
socio-economic factors on the one hand 
and the ferti1jt>' change on the other, 
most experts tx>nfirm the basic direction 
the transfomiation (see e g, Goale,'* 
Freedman,''’ Podyaschikh,®'’ and others). 
There is no conclusive evidence so far 
that individuals have changed their 
fertility behaviour to enhance their so¬ 
cial and economic circumstances or to 


further the national prosperity, or in 
r«?spon.se to govemuuintal fiats or pa¬ 
triotic appeals unless influenced to do so 
by fiindament<il changes in social and 
cultural circumstances and institutions.*' 
It is for this reason that the family 
planniug efforts in developing countries 
like India hav<* h(xn df‘scribed as at¬ 
tempts to meet the denuographic tran¬ 
sition halfway rather than conceiving 
them as (one of) the pi line movers of 
a country’s economic development. 

Recently Berelson'-^ has made a use¬ 
ful review of the various proposals about 
introducing compulsion and subjected 
them to the criteria of seientific-incdi- 
cal-technological readiness, political vi¬ 
ability, administrative feasibility, moral- 
ethical-philosophical aeceptibility and 
liresumed effectiveness. Incidentally, as 
h(i points out. all such measures take 
us from the n^alni of family planniug 
to that of population planning. The in¬ 
escapable conelusion is that measures 
which go fieyond voluntary and indivi¬ 
dual effort art' not likely to be politi¬ 
cally viable or practicably feasible. Po¬ 
liticians with acumen fully realise this 
im<l accordingly advocate family plann¬ 
ing programmes not so much for popu¬ 
lation aintrol as for the welfare of the 
people and accordingly link them with 
health, mateniitv’ an<l child-welfare pro- 
grainines.*‘* 

The (question ol using incentives and 
disincentives may also he considered 
here as they lu* in the border area of 
voluntary acceiitance of family plann¬ 
ing and compulsive measures. Some 
States in India have introduced a sys¬ 
tem of cash i^ayments; others have pro- 
ixised or an* already enfoieiiig measures 
for the with<lrawal of educational and 
otlicr concessions and stopping of pro¬ 
motions and other privileges like ma¬ 
ternity leave to goVv’mincnt servants 
having more than a prescribed number 
of children. Whether iHUial measures 
such as thost! mentioned above, pres¬ 
cribed for particular sections of popu¬ 
lation, will stand the test of law is it¬ 
self a moot question. Secondly, being 
confined to government servants who 
institute a small segment of jx^pula- 
tion they are not likely to he vny ef- 
h'ctive in checking the overall giowth 
of populabon. All thes(‘ aspects apart 
it is important to sex^ that the vvitlidia- 
wal of such facilities as educational 
cunce.ssions will hit preciseK those sec¬ 
tions of population who need them 
most. It will di’prive the clul<h<‘n of 
the lovver-fiicome lamilies of perhaps 
their only dianee of stepping out of 
XKJVQrty with tlie lesull that tiie poor 
and Indigent will Iw condemned to 


their fulserable lot buy and any hope of 
redemption. In addition to^ their being 
inequitoiis and inconsisff^t with the 
conception of a w^fare >i^tate, these 
measures like the campaigns for stevih- 
salion. will have their main target tho 
poorest strata of soeic’ty. 

VI 

Given tin* present stage of sociu- 
economic develfipmt'iit in India the suc- 
c('ss of th<^ iainily planning programmes, 
even the limited success which the.y can 
aim at, is linked with the further irn- 
prove»iient of conti acx‘ptives and the 
spread of education c.specially in the 
rural areas. The gap hetwet^n motiva¬ 
tion and practice can be bridged only 
if suitable contiaceptives are easily 
available and the iuteiisily of the moti¬ 
vation will itself he a function of the 
case with which the contraceptive me¬ 
thods can be understood and practised 
in the Indian conditions. It will be in 
order, therefore, to examine the coiitia- 
Lx'ptives offered at the moment in the 
context of Indian conditions. 

Sterilisation, whether vasectomy or 
liibectomy, is irreversilile and being a 
one-time decision needs a high degree 
of motivation. And >'et many contra- 
ceptors undergo sterilisation for the 
reasons mentioned above. Although 
stiTilisation of women is iniuli more 
(liffieult than that ol in(*n, many women 
prefer to undergo it.-' This is not sur- 
pn'-sing in the context of the traditional 
male-domination in our society. More¬ 
over there is also a genuine feeling 
among women that men as hread-win- 
lUTs should not he exposed to the lisk 
involved. Sterilisation of the man is 
often (but irrationally) assoeiatc‘d with 
ca.stiation in rural society. Actually 
vasectomy is not suppost'd to have any 
adverse effect on physical vigour-'* but 
according to some surveys^* a small yet 
significant proportion had ixist-opera- 
tion troubles whether due to careless¬ 
ness on the part of the doctor or the 
patient. This indicate.s the need for 
C4ireful investigations in this respect in 
the conditions obtainable in Inilia. The 
lUD insertion became at one stage very 
popular with family planning program¬ 
mers luit adverse effects on account of 
the lack of post-()perativ<; care; anfl fob 
low-up in a number cases has given it 
a great setback. ^Tliis underscores the 
need for adequate pieparation before 
starling campagins like the lUD cam¬ 
paign.) Moreover this method involves 
pt^rioilic check-up and rt'insertioii at 
short intervals. The pill is still in the 
stage of experiiiientatjoii but its cost 
per cycle which is of the order of Rs 
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(125 stains t‘xhurfntantl> high conipar- 
icl (o Rs 0.75 (US $0.10) iHT c>xlc nion- 
fii)n(‘cl f‘!s<‘^4f‘ie Onv rocont account 
of a piojctt rcpoitcd lhat 25 per ci'iit 
of th<* users di.s^ontiuiicil the pill he* 
cause of iindcsirabh* sidc-cfFccts.-* As 
K^gards other eonventional methods 
such as eondians, diajihr.iins, jclli«’s, 
etc, it seems to lx- cliiliMilt to jwpnla- 
ris(» them m (he rmal .ireas.-'* luii fu¬ 
st.mc<‘ it is well known that only a 
liaetion ol llujse to whom ‘Niiodh’ is 
(listrfhnted aetn.illy use then). I'’inali 3 ', 
ahoitiou is ille;»al in India (although it 
IS esti])iat(‘d that f) rnillion of them take 
place aiinuall). of course, illegally!). 

An itieal contiacepttve should be 
safe, inexpensive, (^/Feetive, easily iin- 
(l(nstood and easily uscil, aesthetically 
and enltnrallv accei)table and not inter- 
feimg with th(' sexual act. Jii spite of 
the gitat seientifie .idvanee of the last 
(vv« iilv \eais, mo.st of the available con- 
tiace])tives (exeei)t stirilisation, abor¬ 
tion and Ull> insertion) ie<iuiie much 
nndej.st.mdmg ami pati«'nce on the part 
of tfie user and a level of Jiving much 
above that of the eoiuiuoti people in 
our lural oi in ban aieas. What would 
he most suited to onr eonditiims is a 
salt' pill efh'ctive ovei a month or a 
safe injeetahle effeelive over six months 
oi a year, since use of both pills and in¬ 
jections (m illness) IS widely prevalent 
ev('n in Kanotc- iiiial areas and among 
the poonsst s(‘('lions of th(‘ population. 
Thc'ic is no reason why ahoition should 
not he legalised, piovided it is done 
untl<‘r proper me(.lieal siipei'vision, ad¬ 
opting if found .suitable the “suction 
device" used in Ka.stern Fairope.'“' But 
evim heie satei and cheaper devict^s 
like chemical agcaits to induce it are 
desiiahlc*. With the present pace of 
seitMilific advance theses may not lx* im¬ 
possible to realise in the ne.xt five or 
ten years. At the moment both the 
money and the sophisticated scientific 
eflort in this respect come from the de- 
velfiped countries and are tlierefore in 
the context of these eountrieai. More- 
ovt'i’ commercial interests may not be 
inlcrest(‘d in developing cheap amtra- 
eeptives. Such res(‘aieh, therefore, 
needs io be conducted in the develop¬ 
ing countries th msclvc's with the as- 
sistanet* and co-operation of thi* UN or¬ 
ganisations. Theic is no jcason why 
Iiifha should not take the necessary in¬ 
itiative 111 this r(‘spcct by diverting for 
this pin pose a substantial part of th<‘ 
moiH'v ('annarked for family jdaiinjiig 
programimvs. 

VII 

The spiead of literacy and educa¬ 


tion is eentr.d to the effective imple¬ 
mentation of all family planm'ng pro¬ 
grammes. Bcsiiles being c$.sential to 
the indiistiial aiul technological advance 
it is education which starts modernisa¬ 
tion ol a traditional society. An illiterate* 
person finds it difficult to comprehend 
11 * w id< as like lamily limitation especi¬ 
ally when they touch the Con; of the 
MH'i.il and eiilliiial tradition. It is nut 
as though h(* is not intelligent or that 
he does not understand self-interest. 
TIk- use of improved seeds, fertilisers, 
iirigation, hiiiiding. etc, fits into his 
traditional culture and understanding 
although the oil-engine, the electric 
pump, the tractor and the pesticides 
an* somewhat more difficult to get 
familiar with. But all this is a continu¬ 
ation of the age-old effoR to make many 
hladi'S grow where only one giew be¬ 
fore. The ideas of birth control, con- 
trac<*ptives ami family idanning belong 
to an altogether different pattern of 
thinking: and most contraceptives arc 
not easy to understand or practise for 
the illiterate or the semi-literate. 

Along with the general progress of 
education it is the education of women 
which IS ciiicial lor the success of the 
family planning programmes in the pre¬ 
dominantly rural .sociefy. It is the 
woman who lealises much better than 
the man the responsibility and the bur¬ 
den of rearing a large number of chil¬ 
dren. Kducalion not only widens her 
mental horizon and makes social and 
cultural changes including the ideas of 
family planning and birth control 
acceptable, hut it also brings to her an 
oppoitiinity lor independent non-house¬ 
hold employment and lor choosing a 
husband aroiiv*s in her aspirations for 
better family living and raises her 
status in hei lamily and society. The 
positive; relationship l)etween indepen¬ 
dent mm-fann employment and the 
small faihily norm is well known. Even 
if the chances in that respect are not 
too bright at the moment in rural India 
many surveys have ©shiblished tliat the 
birth-rate among women educated be¬ 
yond the primary stage is significantly 
lower. It is clear thdt women’s educa¬ 
tion is hound to work towards a 
stronger motivation far a small family 
and a gre-ater acwptance of family 
planning i^racfict**. 

VIII 

In coueliisicm the following observa¬ 
tions may be made. It is important to 
note that the demographic transition 
cannot be considered in iscxlation from 
general scxfal transformation and .<«n- 
not In* brought about by meana of 


family planning programmes alone. In 
a country like India, however, pro¬ 
grammes are neces.sary to popularise the 
acceptance and adoption of the small 
family iioi'm evem within the limitations 
imposed by the present stage of deve- 
lopmt'nt and the .sloxv pace of .social 
change. Bc*sides creating a general 
eonscioiisiiess about the, desirability and 
possibility of having a small well-spaced 
family tlw* progrhninies have to serve 
those sections of the i>opulation who 
are already motivaUxl towards it with 
contraceptive advice and means together 
with medical help. They have to pro¬ 
ceed on the principle that the best way 
to spread them further is to cater to 
those who are already motivated. The 
progiainines have to he essentially pro- 
grammc.s for family planning (and not 
for population control) “with due re¬ 
gard to the principle that the size of 
tlie family should lx the free choice 
of the iuclividiial family/’^* and with 
due recognition of the right of the 
family to determine the number and 
spacing of chilclien and to obtain 
adecpiate information, advice and edu¬ 
cation in thi.s respect.^’’* They have thus 
to be integrated with programmes ol 
health, maternity and child-welfare. (It 
is to lx noted that the present family 
planning programmes in India proceed 
on these two premises. * ® It is clear 
that further research is needed in two 
direction.s; invc.stigation into factors 
which go towards creating a strong 
motivation for a small family size and 
search for a contraceptive better suited 
to the conditions of developing coun- 
trie.s like India. The spread of educa¬ 
tion, and particularly among women, is 
a basic concomitant requirement for the* 
success of all family plannirtl^ pro¬ 
grammes; and yet we are far 
reaching even the full-literacy target 
and seem to grow more and more com¬ 
placent about it. vvatiinig^, ^fo^ 

these, however^ programmes have 

toTfi®tWtf;'"whlcl!l means they have to 
be worked within the limitations im- . 
posed by the prevailing socio-econoifiic 
and cultural conditions. No short cuts 
or gimmicks like national or patriotic^ 
appeals or lurid threats of a frighfening 
population explosiorf* will be of much 
help in thfe respect. Grandiose pro¬ 
grammes based on unrealistic assump¬ 
tions and worked witli ipsuffleient fore¬ 
thought ^)r preparation Inevitably lead 
to gross failures resulting in disenchant¬ 
ment anil frustration <wi the one hand 
and exaggeration, tnisrepre^ntotion®^ 
(and even downright cheating). on the 
other. What is needed Is patience and . 
hard work, and a reat und^wtnndlng ' 
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of the issues involved on the part of 
.all those connected with family plan¬ 
ning. 
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THE Tenth ^1-lndia Sociological Con- 
^ference (Hyderabad, December 1970) 
was VR’s maiden venture (“Borrowed 
Ideak?8;ical Framework’*, January 9, 
^ p" 91) while Yogesh Aral (“Professiona- 
lisrtion of Sociologists", February 6, 
be counted a veteran 
considering thaT>>^ 2 ^ept the chairmen, 

represented at the Conference, The 
reactions of the revolutionary young 
characterised by VR and of the, if 1 
may say .so, seasoned professional typi¬ 
fied by Atal are understandably diffe¬ 
rent. Neither perspective is irrelevant. 
But their divergence merely points to 
the need for the sociology of sociology 
in India. There is also a lacuna in both 
their viewpoints on social science in 
relation to social reality or facets of 
It, c g revolution, which requires to be 
noted. Hence this third essay in assess¬ 
ing the Conference. 

To begin with, one must agree with 
Atal that the whole effort was some¬ 


what pedestrian. The tone was set by 
the presidential address itself. It was 
perhaps a misprint. Or, perhaps, delay¬ 
ed use of an earlier essay. Bui in the 
course of an interesting effort to ulti¬ 
mately argue for an ‘Indian’ path of 
social development, the president told 
us that the Fourth Plan was in the 
“ofling"! Wags countered raised 
eyebrows by saying that perhaps not 
de jure but de facto the Fourth Plan 
is in the offing considering the state 
in which planning, development and 
growth have been in the past few' 
years! 

The discussion on the Sociology of 
Socialist Revolution, even though spi¬ 
rited, also remained at the pedestrian 
level. For the sociologists were even 
more innocent of the theory and his¬ 
tory of revolution than they seemed 
to be of Indian planning and develop¬ 
ment. Ouite clearly, most participants 
had no notion of Marxist or any other 
theoretical bases of socialism. Nor was 


an understanding of the methodologi¬ 
cal postulates and premises of socio¬ 
logy any more in evidence. Hence the 
crucial points made in the initial wot Ic¬ 
ing paper were totally missed. Hari 
Sharma, Sahfiq Naq\i and Vasanli 
Raman were clearly convinced and 
knowledgeable Marxists, To them, the 
main function of the panel was not 
discussion socialist theory by social 
scientists. That was known and deter¬ 
mined (to them). The only role social 
scientists needed to fill here was that 
of provision of empirical data and find¬ 
ings which might lit into and margi¬ 
nally modify or refine the revolutionary 
d.vnamic independently visualised by 
them. Thu.s, for instance, while classical 
Marxist or neo-Marxist analysis mainly 
helps analyse along class lines, socio¬ 
logists and social anthropc^logists may 
enrich the understanding of the revolu¬ 
tionaries in matters like caste, tribe 
and the modification or persi.stence of 
institutions like the family, or value 
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elements like attitudi to authority, 
thus helping better elaboration of re- 
volu^ioi!*.r^ strategy and tactics. 

Yogesh Aitil’s own reaction to this 
rcquiremeat • basically affirmative 

even though couched in aggressively 
negative tones. To him. the ‘profes- 
sionaT sociologist’s role was not mere¬ 
ly value-neutral. Like the professional 
woman perhaps, the professional socio¬ 
logist would undertake research 'or 
whoever was willing to pay ■ ^ revolu¬ 
tionaries as well as others. In fact, 
Atal was right. This is what ‘profes- 
sionalisation* of sociology at least in 
this country is leading tt). As I have 
said elsewhere', social scientists have 
nothing but their value premises and 
social commitments to protect them 
from this fate — a proposition which 
social scientists, increasingly employed 
by business and government are most 
reluctant to concede. 

Why then did they discuss the socia¬ 
list revolution at all? Not of their own 
volition. They would hold with Yogesh 
Atal that the departure from rural 
sociology is a pity. If departure there 
must be, study the city, or population 
or industry or. perhaps, education. It 
is not they, but V K R V Rao, an arti¬ 
culate and intelligent member of the 
Establishment, who set them this task 
last year. And they discussed it on 
the sound policy of studying whatever 
they are paid to study, be it commu¬ 
nal riots or revolution. Professionalisa- 
tion with a vengeance (without, neces¬ 
sarily always, professional compe¬ 
tence!). The other reason, of course, 
is that even sociologists are not now 
likely to be all employed by business 
and government. So some of them 
must be employed by the Revolution! 
It would be more balanced, however, 
to recognise that the general radicali- 
sation of the intelligentsia in the cur¬ 
rent epoch cannot but affect the con¬ 
cerns of young sociologists. Some of 
the most intelligent and socially com¬ 
mitted among them will study the re¬ 
volution with the help of social science, 
even if the ‘professionals’ may want 
to close their eyes to their own social 
reality iinlil of course a Bendix^ or 
some such doyen from the West tells 
them to do otherwise. 

So much for the sociology of socio¬ 
logy (of socialist revolution, if you 
please). This author can, therefore, 
only agree with the sponsors of the 
conference who arranged this discus¬ 
sion. What was missing in the discus¬ 
sion, then? One paper on Soviet socio¬ 
logy included in the panel was clearly 
inappropriate here and belonged to the 


open Panel. But. certainly, Marxist 
sociology would have been very much 
in place only it was not enough in 
evidence. Another missing element was 
a certain theoretical and methodologi¬ 
cal sophistication. The primary me¬ 
thodological issue raised in the work¬ 
ing paper for instance — that the view¬ 
point of social science vis-a-vis socia¬ 
list revolution is that of the observer; 
the viewpoint of the revolutionary is 
that of the participant. Not only 
Marxism but also elementary under¬ 
standing of the sociology of knowledge 
or of epistemology would suggest that 
these two could be basically divergent. 
As revolutions are made by partici¬ 
pants and science by observers, the 
science of the revolution was proble¬ 
matic. 

This basic statement was hardly 
understood by the bulk of the socio¬ 
logists. Even Atal misunderstands this 
position to suggest that lack of Marxist 
scholarship is the basic handicap of the 
social scientists vis-a-vis the socialist 
revolution. The further points that the 
combinations of objective economic 
circumstance and subjective factors 
like the organised party and the will 
for a revolution require to be studied 
were, therefore, neither understood nor 
taken up. The few radicals in the 
discussion did not recognise or discuss 
the positions m the working paper 
because the dichotomy between the 
standpoints of the scientists and the 
revolutionary appeared to them to 
denigrate the Revolution by separating 
it from science. In a social science 
forum at least they considered ‘ideo¬ 
logical* a pejorative appellation. Any 
postulate that while the necessary con¬ 
ditions of a revolution can be scienti¬ 
fically studied, the essential sufficient 
condition, viz, the growth of the re¬ 
volutionary party, appeared unaccepta¬ 
ble to them as this would tend to 
detract from the notion of the inevitabi¬ 
lity of revolution. The non-revolution- 
ary social scientists, professionals and 
others, did not know how to react. It 
was all Greek and Latin — or perhaps 
Russian, Chinese and Cuban! 

It is much to be regretted that a 
very small proportion of the more ac- 
confplished professionals who could 
possibly have reacted more knowledge¬ 
ably were unable to come. Perhaps 
they meet each other at seminars of 
the ICSSR and under other more com¬ 
fortable and stimulating auspices. But 
this certainly limits the usefulness of 
the conference — and the growth of 
the ‘profes-sion** — inasmuch as con¬ 
ferences provide the meeting place and 


/- ' • 

the transmission belt of ideas as bet¬ 
ween the old and the young, between, 
those who have ‘arrived* and the 
potential arrivals. To some extent, the 
structuring of the conference along 
panels on areas in which very little 
work has been done inhibited those 
with work in other areas. One cannot 
but agree with Atal in that the con¬ 
ference should reflect the current work 
and interests in the profession, even 
if one does not go all the way with 
him in being sceptical of discussionfi 
which stimulate new interest and work 
and which reflect not only the true 
interests of the ‘professionals' but also 
those of the society. 

Notes 

1 See S Shukla, “Strategy for Social 
Change — A Rejoinder” Econo¬ 
mic and Political Weekly, May 17, 

‘ 1969, pp 853-4. 

2 See Reinhard fiendix, “Sociology 
and the Distrust of Reason”, Pre¬ 
sidential Address to the 65 th 
Annual Meeting of the American 
Sociological Association, 1970, in 
American Sociological Review, 
Vol 35. (5). October 1970. 


Greater Technical Assistance 

THE Board of Governors of the Inter¬ 
national Atomic Energy Agency today 
approved the grant of $1,891,100 from 
the Agency’s resources for technical 
assistance to 52 countries in 1971, This 
assistance, $641,000 more than in 1970, 
is intended to aid and encourage tJie 
peaceful use of atomic energy in deve¬ 
loping countries. 

llie United States announced an 
increased contribution to the pro¬ 
gramme. Subject to the provisfQn that ' 
the US contribution should not 
40 per cent of the total of unrestricttKl 
cash contributions of all member states, 
if all amounts pledged 
paid the US ^nb.oution would be 
$7863$ir‘' Tliis is more than $156,000 
greater than the contribution last year. 
The US would provide contril>utions *in 
kind of about $760,000, to lx; used do 
provide fellowships for study in the US 
for candidates nominated by the Agency 
from developing mem1x*r it 

would provide services of US experts, 
to assist the Agency or individual mem¬ 
bers stated on behalf of the Agency, 
or for participation in technical meetings 
sponspred by the Agency; it Nyould give- 
small equipment grants to other govern¬ 
ments or to the Agency's laboratories, 
and training courses and scientific and 
industrial tours in the US. 
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Over the Vichyssoise, 
he said, “Impossible.” 

During the Chateaubriand, 
he smiled once and said, “May be. 

Finally, sipping his Turkish coffee 
he said, “It’s a deal!” 


Business lunches go better at the Rendezvous 
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